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The Village of Bald Head Island

December 15, 2020
The Local Government Commission
North Carolina Department of State Treasurer
Attention: Dale R. Folwell, CPA
Chairman
3200 Atlantic Avenue
Raleigh, North Carolina 27604
Re:

Bald Head Island Transportation Authority (“Authority”)
Application for Approval of Bald Head Island Transportation Authority
Transportation System Revenue Bond Findings (“Application”)

Dear Mr. Folwell:
The Village of Bald Head Island (”Village”), acting by and through its undersigned Council
Members, requests that The Local Government Commission (“LGC”), for the sufficient and compelling
reasons below described, defer its consideration of the Authority’s Application from the January 5, 2021
meeting of the LGC until a later date when the Village’s concerns have been addressed and the
Application is sufficiently sound and ready for hearing.
The public, including the Village, which represents the interests of the public, including the
residents of and property owners on Bald Head Island, was just provided information concerning the
scope of diligence and proposed purchase terms, including price and revenue bond financing, for the
potential acquisition by the Authority of the ferry and barge system and facilities operated by Bald Head
Island Limited, LLC and Bald Head Island Transportation, LLC (collectively, “Limited”). The
Application seeks approval of a bonds issuance of $56,144,303.30, including $47,750,000.00 for
purchase of the transportation system. This information was first presented at the Authority’s meeting
on December 8, 2020, at which meeting the Authority Board of Trustees, without any public input or
substantive discussion, passed a resolution approving the Asset Purchase Agreement and Operating and
Transition Services Agreement.
The Agreement passed 7-4, over the objection of the four (4) Trustees who are residents and
property owners of Bald Head Island. No resident of Bald Head Island voted in favor of the resolution.
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The Board of Trustees then passed a resolution providing for application to the LGC, over the objection
of three (3) of the Trustees who are Bald Head Island residents and homeowners. 1 The undersigned
Mayor and Mayor Pro Tempore, both of whom serve as ex officio voting members of the Authority
Board of Trustees, opposed both votes.
The Village Council shares the concerns of the Bald Head Island residents, property owners and
Trustees and asks that the LGC defer action on the Application until the concerns have been addressed
and the LGC can be satisfied that the Application and its proposed findings are factually and financially
sound. The LGC guidelines, “LGC Consideration of Unit’s Debt Management and the Proposed
Project” (“LGC Guidelines”), state: “Community support for the project is important, especially for
non-voted debt. Lack of community support may be evidenced by comments at meetings of the
governing body or public hearings, correspondence, newspaper articles, etc.”
In explaining their “No” votes, the Trustees who are Bald Head Island residents and homeowners
who use the ferry regularly commented, in substance, at the December 8 meeting:
Mayor Andy Sayre: He does not think that all transportation system costs are included in the
debt and are not accounted for in due diligence.
Mayor Pro Tem Mike Brown: He is concerned about the ferry rate increases projected on July 1,
2021, including $23.00 to $27.00 for ferry tickets and barge rate of $55.00 to $60.00 per six (6)
linear feet, plus projected future increases.
Dr. Rex Cowdry: The modeling assumptions were changed in the last week, further increasing
fares, and we have not yet seen and evaluated that modeling. Under the earlier modeling, it
would be hard to implement needed system improvements in the low growth scenario. The
modeling assumes an interest rate, but we will not know whether that assumption is reasonable
until we receive the indicative bond ratings, possibly before next week’s meeting of the
Authority, and can determine whether our debt is likely to be investment grade or noninvestment grade. Without that information, he felt he could not yet make a feasibility and
affordability determination. Dr. Cowdry also made a motion to postpone the vote on the LGC
resolution one week until receipt of indicative bond ratings that was denied 4-7.
As suggested by these public comments, additional diligence is required, among other things,
with respect to the following:
•

Insufficient cash reserves analysis or schedule for work/replacement, lacking, for
example, items like a functional reservation system and a realistic tram modernization;

The fourth resident Trustee, having concluded that the matter was a fait accompli, elected not to oppose the
resolution, but continues to express concerns to the bonds issuance, as proposed.
1
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•

Lack of Authority employee compensation study or projections;

•

Projected net cash flow appears insufficient to implement needed operational
requirements and improvements, including, without limitation:
o Land acquisition and construction costs for necessary additional parking, including
sufficiency of storm water management infrastructure;
o Spoil disposal sites capacity, permitting, construction and acquisition costs (e.g.,
10+/- additional acres near Deep Point) for disposal of dredged material from Bald
Head Island and Deep Point Marina entrance channels and basins;
o Analysis of baggage handling and cargo conveyor equipment and systems; and
o Costs of potential increase in Coast Guard vessel and passenger security
requirements.

•

Indicative bond ratings by financial rating agencies have not yet been received.

•

Lack of land planning report concerning passenger and vehicle ingress and egress at
projected increased passenger levels.

•

It appears that substantive changes are still being made to the financial projections,
proposed rates and proposed Agreements without the Trustees having an opportunity to
review and consider same.

The LGC Guidelines state: “Financial projections should be presented that demonstrate
feasibility and are clearly reasonable in comparison to prior financial performance. Appraisals,
feasibility studies and comfort letters (if required) must be prepared by parties that are both independent
to the transaction and possessing adequate expertise.” Many of the financial and performance
projections are coming from Limited, as Seller, not from an independent study or industry expert. We
are concerned that the buyer has relied too much on the seller for information without seeking neutral
appraisals and assessments on many items. This could lead to overpayment for a system that needs
improvements. The purchase price appears to assume that improvements have been made or are
included, which are not.
Further, the Village requests that the public, including residents, non-resident property owners,
and other system users at Bald Head Island, which is accessible only by the transportation system, be
provided an opportunity for comment and input. The Village notes that no Bald Head Island resident is
included on the negotiating subcommittee of the Authority’s Board of Trustees which negotiated the
transaction with Limited. The Village further notes that the proposed financing would impose a $4.00
per ferry ticket increase in six (6) months, effective July 1, 2021, plus future increases. Barge rates
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would increase $5.00 per six (6) feet from $50.00 to $55.00. The LGC is not merely approving a bond
issuance in this instance, its actions would immediately affect thousands of individuals and businesses
who depend upon the transportation system as their sole means of access to Bald Head Island and who
have been provided no insight or input into the transaction.
This transaction has been under consideration since 2017. Additional time to address the
diligence issues of the Village and the users of the transportation system and to ensure that the project
has public support for the non-voted debt and that the Application is factual and financially sound would
not cause undue hardship to the Authority or to Bald Head Island Limited. Rather, the public interest
compels that such occur.
Please let us know if any additional information or action is necessary. Thank you for your
consideration.
Respectfully,
Village of Bald Head Island Council
/s/ J. Andrew Sayre
Mayor
/s/ Michael Brown
Mayor Pro Tempore
/s/ Scott Gardner
Councilor
/s/ Emily Hill
Councilor
/s/ Peter Quinn
Councilor
pc:

K. Christopher McCall, Village Manager
Susan Rabon, Chair, Bald Head Island Transportation Authority
Chad Paul, CEO, Bald Head Island Limited, LLC

The Village of Bald Head Island

January 19, 2021
The Local Government Commission
North Carolina Department of State Treasurer
Attention: Dale R. Folwell, CPA
Chairman
3200 Atlantic Avenue
Raleigh, North Carolina 27604
Re:

Bald Head Island Transportation Authority (“Authority”)
Application for Approval of Bald Head Island Transportation Authority
Transportation System Revenue Bond Findings (“Application”)

Dear Mr. Folwell:
The Village of Bald Head Island (”Village”), acting by and through its undersigned Council
Members, requests that The Local Government Commission (“LGC”), for the reasons below described,
defer consideration of the Application for a period of not less than six (6) months.
The Village supported the formation of the Authority and believes it is a good structure for the
long-term ownership and operation of the transportation system assets. The Village also agrees with
much of what the Authority has done correctly and well. However, there has been little public
information or communication about the proposed transaction. There has been no opportunity for
review and input by the transportation system users. The Village has some concerns that have not been
addressed, as more fully described in its letter of December 15, 2020. These include:
•

Insufficient cash reserves analysis or schedule for work/replacement, lacking, for
example, items like a functional reservation system and a realistic tram modernization;

•

Lack of Authority employee compensation study or projections;

•

Projected net cash flow appears insufficient to implement needed operational
requirements and improvements, including, without limitation:
o Land acquisition and construction costs for necessary additional parking, including
sufficiency of storm water management infrastructure;
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o Spoil disposal sites capacity, permitting, construction and acquisition costs (e.g.,
10+/- additional acres near Deep Point) for disposal of dredged material from Bald
Head Island and Deep Point Marina entrance channels and basins;
o Analysis of baggage handling and cargo conveyor equipment and systems; and
o Costs of potential increase in Coast Guard vessel and passenger security
requirements.
•

Lack of land planning report concerning passenger and vehicle ingress and egress at
projected increased passenger levels.

•

Consideration of “BBB-” long-term bond rating received from S&P Global Ratings.

The Village and public should be satisfied that the Authority is purchasing the transportation
system assets at or below fair market value and that the real estate and other valuations are thorough and
sound. The methodology and projections should be suitable for a public entity, such as the Authority.
The system users should be charged fair rates for a fair purchase.
We understand from the January 5, 2021 letter of Authority Chair Susan Rabon to you and from
the Authority’s meeting of January 11, 2021 that, notwithstanding the substantial public concerns raised
in the Village’s letter to you of December 15, 2020, the Authority intends to pursue LGC approval of its
bond issuance at the LGC’s February 2, 2021 meeting. To date, negotiation of the transaction has
occurred behind closed doors, as is proper. At this time, however, the Authority has not informed the
public of the details of the proposed transaction and there has been no opportunity for public input or
comment. As the public will be asked to repay the bonds, it is necessary and proper that public input
and concerns be received and addressed. Public engagement by the Authority may develop confidence
that there was a fair, reasonable, and objective approach to the asset and business valuation.
The Authority first released documents for public consumption concerning the proposed
transaction just days ago, on January 11, 2021. The information produced consisted of seven (7)
documents totaling three hundred fifty-seven (357) pages. There may be additional materials to be
requested or produced. These documents are technical in nature and will require time for public review.
The Village Council respectfully requests that the LGC defer consideration of the Authority’s
Application for a period of not less than six (6) months, in order for the Authority to:
1.

Provide access to public records via an electronic document room or
similar platform;

2.

Conduct public meetings to provide details and information concerning
the proposed transaction. These meetings should occur, at a minimum, in
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Southport and at Bald Head Island (should pandemic conditions permit),
and/or via Zoom or similar technology;
3.

Provide an opportunity for verbal and written questions and comments
from the public concerning the proposed transaction; and

4.

Provide a process for Authority consideration and meaningful response to
questions, input and concerns from the public.

Because public bodies, such as the Authority, only meet periodically and time will be required
for the Authority and public to participate in a meaningful process, six (6) months appears a reasonable
period of time, unless it is determined through the process that additional time for study and response is
required. Further, this process is likely to produce information that will be helpful to the LGC.
Thank you for your consideration.
Respectfully,
Village of Bald Head Island Council
/s/ J. Andrew Sayre
Mayor
/s/ Michael Brown
Mayor Pro Tempore
/s/ Scott Gardner
Councilor
/s/ Emily Hill
Councilor
/s/ Peter Quinn
Councilor
pc:

Sharon Edmundson, Deputy Treasurer
Tim Romocki, Director, Debt Management
K. Christopher McCall, Village Manager
Susan Rabon, Chair, Bald Head Island Transportation Authority
Chad Paul, CEO, Bald Head Island Limited, LLC

The following is a list due diligence items that the Village Council would like addressed prior
to supporting the transaction.
It was forwarded via email to the entire Bald Head Island Transportation Authority (BHITA)
Board via BHITA Interim Clerk, Daralyn Spivey on January 21, 2021:
At Deep Point:
1. Verify a new capacity of at least 31,000cy in the recently excavated spoils basin. Soils &

2.

3.

4.
5.

6.

Materials Engineering, Inc. performed the most recent work on the basin and its spoils
and would be the logical group to follow up. The Seller may offer trucking load invoices
but I would prefer a survey which would be subject to favorable weather conditions
(drying out).
Finalize the purchase option agreement for the 2+ acres at the entry where the spoils
were recently spread. Review terms of the option (which can vary from workable to
useless) and the final survey.
Since there is no more readily available land within or adjacent to Deep Point to dispose
of the spoils in the basin in the manner that has heretofore been employed, identify
10+/- nearby acres to be purchased for future spoils disposal/staging. A likely candidate
is a portion of the nearby site of the power cogeneration plant that is scheduled to close
in March.
Complete the two unfinished parking areas at the entry: fine grading, stone, asphalt,
striping, landscaping.
Engage an independent civil engineer to verify the viability of the proposed additional
parking within the existing parking areas with special attention to the adequacy of the
storm water management infrastructure.
Analyze baggage handling and passenger embarkation and disembarkation with
emphasis on the operational status of the machinery and the viability of the whole
system, i.e. arrivals utilizing the upper level and departures the lower level.

At Bald Head Island:
1. With regard to the severely compromised dredge spoils disposal basin on a small island

2.
3.
4.
5.

north of the marina, verify the status of the permits and whether the construction
document supplied is viable. Although it makes no sense to perfect the permits or
commence reconstruction prior to a need, a plan should nevertheless be in place.
Repair punctures in the metal bulkheads at the marina entry channel.
Since the existing toilet facilities have now been shut off from the public, offer a plan for
toilet facilities in the short and long term.
Address the frequent flooding at the passenger loading dock.
In the present proposal there is a mere 2+ acres relegated to the island terminal
complex. Vehicular ingress and egress are constrained by the existing real estate sales
building. This lack of space cannot safely or efficiently accommodate the multifunctional needs of the operation and in fact would force the compromise of a critical

The Village of Bald Head Island

March 22, 2021

The Local Government Commission
North Carolina Department of State Treasurer
Attention: Dale R. Folwell, CPA
Chairman
3200 Atlantic Avenue
Raleigh, North Carolina 27604
Re:

Bald Head Island Transportation Authority (“Authority”)
Application for Approval of Bald Head Island Transportation Authority
Transportation System Revenue Bond Findings (“Application”)

Dear Mr. Folwell:
The Village of Bald Head Island (”Village”) appreciates the Authority’s work, its
conducting a public informational meeting concerning the proposed purchase transaction
on February 17, 2021 and its making diligence and transaction documents publicly
available. However, after much consideration and public input, the Village Council is
unanimously committed to pursuing the Village's acquisition of the Transportation System,
as defined in the proposed transaction, to include all ferry, barge and parking operations.
The Village will work closely with the Seller, the Authority and The Local Government
Commission to close the transaction quickly.
Factors compelling the Village’s conclusion include:
•
•
•
•
•

The Transportation System exists to serve the property owners, visitors,
non-profits and businesses that compose the unique community of Bald
Head Island;
Village ownership is expected to achieve significant economic advantage
for the Transportation System, BHI homeowners, and users of the System;
Lower debt level provides the Village the flexibility to prioritize and
implement rate/fee changes and capital improvements in order to meet
public needs;
Council has fiduciary responsibility to pursue the economic benefits and
public oversight with purchasing the System; and
Council acts as stewards of the Island and is in the best position to develop
short-term and long-term initiatives for the successful operation of the
Transportation System.

The Village of Bald Head Island

April 23, 2021

Mr. Timothy Romocki
Director, Debt Management
North Carolina Department of State Treasurer
State and Local Government
Finance Division
3200 Atlantic Avenue
Raleigh, North Carolina 27604
tim.romocki@nctreasurer.com
Honorable Dale R. Folwell, CPA
State Treasurer
Local Government Commission Chairman
North Carolina Department of State Treasurer
3200 Atlantic Avenue
Raleigh, North Carolina 27604
dale@nctreasurer.com
Ms. Sharon Edmundson
Deputy Treasurer
North Carolina Department of State Treasurer
State and Local Government
Finance Division and the Local Government Commission
3200 Atlantic Avenue
Raleigh, North Carolina 27604
sharon.edmundson@nctreasurer.com
Re:

Bald Head Island Transportation Authority (“Authority”)
Application for Approval of Bald Head Island Transportation Authority
Transportation System Revenue Bond Findings (“Application”) for
$56,144,303.30 Financing
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Dear Mr. Romocki, Mr. Folwell and Ms. Edmundson:
The Village of Bald Head Island (”Village”) respectfully requests that the Local
Government Commission (“LGC”), for the reasons below described, defer consideration of the
Application, as presently constituted, at the LGC’s May 4, 2021 meeting.
It is our understanding that the LGC has adopted a policy requiring written comments to
be submitted at least seven (7) business days prior to the scheduled meeting, so this letter is
submitted in compliance with the LGC’s policy. We may need to update this letter, depending
on further information that is received between now and May 4.
TIMELINESS OF CONSIDERATION
The Village represents the interests of the public on Bald Head Island, including the
residents, property owners, visitors and businesses. In principle, the Village is not opposed to
the Authority acquiring and operating the Transportation System (the “Proposed Acquisition”),
provided its financial and operational planning for the transaction is sound and in the best
interests of the users of the System. The Transportation System constitutes the lifeblood of the
Island and it is paramount that planning for its acquisition, operation, transition and financing be
sound, well-considered and in the public interest.
In its prior correspondence to the LGC, the Village described substantive concerns
regarding the Application and the Proposed Acquisition. Those concerns have not been
addressed by the Authority or by Bald Head Island Limited, LLC/Bald Head Island
Transportation, Inc. (collectively, the “Seller”). The Authority’s primary engagement with the
Island and other public stakeholders has been to conduct a public informational meeting via
teleconference on February 17, 2021. This minimal engagement with the public and absence of
any substantive response to the questions and concerns raised is inconsistent with the LGC’s
instructions to the Authority in its February 4, 2021 letter. That letter required that the Authority
“address the four (4) Village requests [including] that the Authority:
4.

Provide a process for Authority consideration and meaningful response to
questions, input and concerns from the public.”

To our knowledge, the Authority has not undertaken consideration and meaningful response to
the questions, input and concerns from the public. In fact, the Application to be presented by the
Authority to the LGC at the May 4, 2021 meeting is substantially the same as the Application the
Authority first disclosed publicly and approved at its December 8, 2020 meeting. In light of this,
it appears that consideration of the financing at the May 4, 2021 meeting is premature.
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QUESTIONS RAISED BY THE PROPOSED ACQUISITION
Because the Authority has not provided a meaningful response to questions, input and
concerns from the public as instructed by the LGC in its February 4, 2021 letter to the Authority,
and based on the information available about the Proposed Acquisition, there are several
questions that we believe the LGC must address during its review of the financing. Given the
uncertainty relating to these questions, we believe that it would be premature to consider the
Application at the LGC’s May 4 meeting.
1.
DID THE AUTHORITY OBTAIN APPRAISALS THAT ARE
INDEPENDENT AND SUFFICIENT? The LGC’s Guidelines on Debt Issuance, Section 9
provides that “appraisals… must be prepared by parties that are both independent to the
transaction and possessing adequate expertise.” The real estate appraisals of the ferry terminals
at Bald Head Island and Deep Point (on the mainland in Southport) prepared for the Authority by
Worsley Real Estate Company came to $42,395,000.00 and, thus, formed the basis (i.e., 88%) of
the Authority’s proposed $47,750,000.00 acquisition price for Seller’s transportation assets.
Worsley’s appraisals raised two key concerns that the Authority has yet to address or
explain. The first is that the Worsley reports value the real estate parcels at the Deep Point and
Bald Head Island ferry terminal sites at more than twice what Worsley himself estimates the
Brunswick County tax assessor would have estimated had the County’s assessor appraised the
exact same parcels -- $42,395,000.00 versus $17,734,810.00. There is no explanation of this
difference in the Worsley reports; only a brief reference that the difference exists. This is
surprising given that under state law, the Brunswick County property tax assessor is required to
assess commercial property for tax purposes at its fair market value.
A second concern with the Worsley appraisals is that they are based on only one of three
methods that are commonly used to estimate values of commercial real estate. The three-method
practice is routinely used in appraising commercial properties in order to reduce the risk that any
one method might produce an inaccurate valuation. Worsley used only the Cost Approach. This
is unusual, since the Income Approach is generally regarded to be the most accurate of the three
methods when appraising income producing properties. Worsley’s appraisal reports state that the
Income Approach was not used on explicit instructions from the Authority’s Business Valuation
Consultant.
We do not know why the Income Approach was purposefully excluded from the Worsley
appraisals, particularly in view of stark differences in the valuation of the parcels at the Bald
Head Island and Deep Point ferry terminal sites that were developed by Worsley and the
Brunswick County tax assessor.
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2.
IS THE PROJECT NECESSARY AND EXPEDIENT? In reviewing the
financing, the Commission must consider whether the Project is “necessary and expedient.”
N.C.G.S. § 159-52(b)(1). There are serious questions about the prudence of the Project at this
time.
The Ferry Transportation Authority Act (the “Act”), as enacted by Session Law 2017-120
(“SL 2017-120”), was largely the brainchild and guided through the legislature by the Seller.
Once formed, the Authority was authorized to negotiate with the Seller for the potential
acquisition of the Transportation System, N.C.G.S. § 160A-685(c)(7-8, 10-11). The Authority’s
ability to enter the Proposed Transaction is proscribed by the requirement in SL 2017-120,
Section 6(a)(ii), that the acquisition of an existing service provider’s assets in the service area be
“at or below their appraised value.” The questions noted in Section 1 above and in other public
comments and concerns, including those voiced by the Authority Board members who voted
against the transaction, raise questions regarding the Proposed Acquisition’s compliance with
this mandate.
Further, SL 2017-120, Section 6(a)(ii), does not require the outright purchase of the
existing operator’s assets. That section expressly permits acquisition by “purchase, gift, lease or
otherwise…”. Id. Has the Authority explored gift, lease or other terms for the Proposed
Acquisition?
As the Deep Point terminal constitutes a substantial portion of the financing, has the
Authority explored a lease of Deep Point or other potential sites for a mainland terminal? The
Transportation System was previously operated from Indigo Plantation in Southport, until its
relocation on June 2, 2009 to Deep Point. It is noted that the State of North Carolina owns a
nearby ferry terminal and also 42 acres of undeveloped property (the former North Carolina
International Terminal site) in the vicinity of Deep Point that could constitute alternate or longterm sites for a mainland terminal.
Further, had the General Assembly been adamant that the transaction occur, it could
have, at any point since passage of the Act, allocated funds for that purpose. N.C.G.S. § 160A685(b). Tellingly, it has not. The statute does not require the Proposed Acquisition to occur at
any cost or set a timetable for the acquisition. See N.C.G.S. § 160A-689 (permitting the
Authority Board of Trustees to terminate the Authority at any time when there is no
indebtedness, but not requiring termination by any certain time period).
There are serious issues with the adequacy of the existing system, particularly during
peak traffic periods such as during the summer months. During a normal peak season, both
passenger and vehicular traffic capacities are strained, with there being inadequate parking
spaces for vehicles and passengers often missing or being “bumped” from the desired ferry and
having to wait several hours for an available boat. These factors will be compounded in the
upcoming 2021 summer season by (a) projections that this will be a particularly busy season at
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Bald Head Island with record numbers of rentals and visitors; and (b) Covid-19 related
precautions and procedures, such as deep cleaning of vessels between transport runs. Costs for
land acquisition for additional property and vessel or terminal improvements to meet existing
and anticipated capacities are not included, nor have operational plans or projections for these
critical issues been presented.
The peak summer season is nearly upon us and we question whether the timing of the
transaction is beneficial or whether it would distract the Authority and the System operator
during this peak time period.
3.
IS THE AMOUNT OF FINANCING PROPOSED ADEQUATE? These
issues raise questions whether “the amount proposed is adequate…. for the proposed purpose of
the issue” which the Commission must consider under N.C.G.S. § 159-52(b)(2).
Additionally, the LGC’s Guidelines on Debt Issuance, Section 9 provides:
“Financial projections should be presented that demonstrate feasibility and are clearly
reasonable in comparison to prior financial performance. Appraisals, feasibility studies
and comfort letters (if required) must be prepared by parties that are both independent to
the transaction and possessing adequate expertise.
No such projections or feasibility studies have been presented to demonstrate the feasibility and
reasonableness of passenger and vehicular parking capacities.
No salary and compensation study was performed with respect to necessary staffing for
the Authority. The Authority will not have the taxing power and the ability to raise additional
funds to address these issues, which should be addressed in the revenue financing.
4.
ARE THE BOND RATING AND FINANCING COSTS IN THE PUBLIC
INTEREST? In reviewing the financing, the Commission must consider whether “the proposed
bonds can be marketed at reasonable rates of interest.” N.C.G.S. §159-52(b)(5). The proposed
interest rate of 4.15% appears excessive for a governmental unit and reflective of the unit’s startup nature and lack of financial history or taxing authority, including as reflected in the low
“BBB” bond rating. It is worth asking, has the Authority considered partnering with other state,
county or municipal unit or units of government for a guarantee or other financing which would
result in a lower debt burden to the public? See LGC Guidelines on Debt Issuance, Section 12,
“Enhancements includ[ing]… a parent guarantee, etc., should be considered.”
5.
WILL THE INCREASE IN SYSTEM USER FEES AND CHARGES TO
SERVICE THE PROPOSED DEBT BE EXCESSIVE? In considering the Application, the
Commission must consider whether “the increase in taxes, if any, necessary to service the
proposed debt will not be excessive.” N.C.G.S. § 159-52(b)(4).
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Because these will be revenue bonds, the taxes will be in the form of user fees and
charges for the Transportation System. In order to service the substantial debt to be incurred, the
proposed financing would impose a $4.00 per ferry ticket increase in 2021 from $23.00 to $27.00
(a 17.4% increase), plus future increases. Barge rates would increase $5.00 per six (6) linear feet
from $50.00 to $55.00 (a 10% increase), plus future increases. The LGC is not merely approving
a bond issuance in this instance; its actions would immediately affect thousands of individuals
and businesses who depend upon the Transportation System as their sole means of access to Bald
Head Island.
6.
DOES THE APPLICATION SATISFY OTHER LGC GUIDELINES ON
DEBT ISSUANCE?
See LGC Guidelines on Debt Issuance, including:
“4)

The request to borrow must be for capital expenditures, not operating expenses.”
The financing would include $8,394,303.30 in operating expenses and reserves
for the start-up unit of government.

“7)

Community support for the project is important, especially for non-voted debt.
Lack of community support may be evidenced by comments at meetings of the
governing body or public hearings, correspondence, newspaper articles, etc.”
Community support in favor of the Proposed Acquisition, as currently constituted,
has not been documented. The records of the public comments at the February
17, 2021 Authority meeting (Exhibit A hereto) document numerous objections
and concerns.

As you can see, the Proposed Acquisition leaves unanswered questions. The answers to
each of these questions are critical, as they could determine the ultimate fate of the financing.
We are grateful for the LGC’s careful review of the financing and its consideration of the
questions we have identified.
Thank you for your consideration.
Respectfully,
Village of Bald Head Island Council
/s/ J. Andrew Sayre
Mayor

Mr. Timothy Romocki
Honorable Dale R. Folwell, CPA
Ms. Sharon Edmundson
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/s/ Michael Brown
Mayor Pro Tempore
/s/ Scott Gardner
Councilor
/s/ Emily Hill
Councilor
/s/ Peter Quinn
Councilor
pc:

The Honorable Beth Wood, State Auditor
The Honorable Elaine Marshall, Secretary of State
The Honorable Ronald Penny, Secretary of Revenue
The Honorable Scott Padgett, Mayor, City of Concord
The Honorable Viola Harris, Commissioner, Edgecombe County
Mr. Edward Munn, member, Local Government Commission
Mr. Joshua Bass, member, Local Government Commission
Mr. Mike Philbeck, member, Local Government Commission
Cindy Aiken, Attorney, Department of the State Treasurer
Susan Rabon, Chair, Bald Head Island Transportation Authority
Chad Paul, CEO, Bald Head Island Limited, LLC
K. Christopher McCall, Village Manager
Charles S. Baldwin, IV, Village Attorney
(all via email)

Exhibit A

Exhibit A

Exhibit A

Exhibit A

Exhibit A

Exhibit A

Exhibit A

Exhibit A

Exhibit A

Exhibit A

Exhibit A

Exhibit A

Exhibit A

Exhibit A

Exhibit A

Exhibit A

Exhibit A

Exhibit A

Exhibit A

Exhibit A

The Local Government Commission
North Carolina Department of State Treasurer
Attention: Dale R. Folwell, CPA
Chairman
Page 2
March 22, 2021

The Village has a history of successfully acquiring and operating assets, including
its acquisition of the Island’s water and sewer plant from Bald Head Island Limited, LLC
and Bald Head Island Utilities, Inc. The Village Council is prepared to negotiate, finance
and close the acquisition of the Transportation System in the public interest.
Thank you for your consideration.
Respectfully,
Village of Bald Head Island Council
/s/ J. Andrew Sayre
Mayor
/s/ Michael Brown
Mayor Pro Tempore
/s/ Scott Gardner
Councilor
/s/ Emily Hill
Councilor
/s/ Peter Quinn
Councilor

pc:

Sharon Edmundson, Deputy Treasurer
Tim Romocki, Director, Debt Management
Anna Yount, Executive Assistant to the Treasurer
K. Christopher McCall, Village Manager
Susan Rabon, Chair, Bald Head Island Transportation Authority
Chad Paul, CEO, Bald Head Island Limited, LLC

P.O. Box 3009 BALD HEAD ISLAND, NC 28461 (910) 457-9700 FAX (910) 457-6206
E-MAIL: village@villagebhi.org WEBSITE http://www.villagebhi.org

protective dune structure. Engage a Professional land planner to conduct a land use
study to include all parcels within the area with participation of all stakeholders.
In General:
Engage a professional firm to conduct a thorough compensation study: executive director to
tram driver. In the challenging local labor market, the BHITA should not only be competitive but
generous in order to support a superlative service that reflects the pride in our island. Early on I
recommended an independent firm that the Village has employed and is therefore familiar with
local realities; however, the suggestion was not pursued.
This study should also address any employee issues arising from the transition from a private
entity to a public one.
All of these issues have a financial impact, some far more than others. Similarly, some solutions
are more readily apparent than others. The deficiencies and dysfunction at the terminals are
both harder to solve and potentially far more expensive than other tasks. However, estimates
in both cost and timing can be made and incorporated into a schedule of capital expense;
deferred, present and future.
Additionally, a Maintenance Reserve Schedule should be more fully detailed.

The Village of Bald Head Island

May 3, 2021

Mr. Timothy Romocki
Director, Debt Management
North Carolina Department of State Treasurer
State and Local Government
Finance Division
3200 Atlantic Avenue
Raleigh, North Carolina 27604
tim.romocki@nctreasurer.com
Honorable Dale R. Folwell, CPA
State Treasurer
Local Government Commission Chairman
North Carolina Department of State Treasurer
3200 Atlantic Avenue
Raleigh, North Carolina 27604
dale@nctreasurer.com
Ms. Sharon G. Edmundson
Deputy Treasurer
North Carolina Department of State Treasurer
State and Local Government
Finance Division and the Local Government Commission
3200 Atlantic Avenue
Raleigh, North Carolina 27604
sharon.edmundson@nctreasurer.com
Re:

Bald Head Island Transportation Authority (“Authority”)
Application for Approval of Bald Head Island Transportation Authority
Transportation System Revenue Bond Findings (“Application”) for
$56,144,303.30 Financing

P.O. Box 3009 BALD HEAD ISLAND, NC 28461 (910) 457-9700 FAX (910) 457-6206
E-MAIL: village@villagebhi.org WEBSITE http://www.villagebhi.org
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Dear Mr. Romocki, Mr. Folwell and Ms. Edmundson:
The Village of Bald Head Island (”Village”) writes in reply to the April 30, 2021 letter submitted
by the Authority. The Authority’s response letter fails to directly address the issues the Village raised
concerning the Application and raises more questions than it answers. 1
The Authority acknowledges that, despite the many public questions and concerns raised, the
“fundamentals of the transaction remain as they were earlier this year, with a few modifications.” The
Authority, in essence, dismisses the public questions and concerns. The Authority acknowledges that
certain of the concerns relate to operations of the System, such as baggage handling, parking spaces,
number of ferry runs and their capacity. The Authority states, without support or additional information,
“all of which can be addressed once the Authority owns the System.” What would be the methodology
and cost to address these matters? Why is the Authority not requiring the Seller to address these matters
prior to the acquisition or to reduce the transaction cost with respect to the noted deficiencies? Attached
as Exhibit A hereto is a photo of typical passenger and tram congestion at the ferry terminal on Bald
Head Island. Attached as Exhibit B hereto is the March 11, 2021 letter to the Village from Wendy
Wilmot Properties, LLC projecting, based upon increased rental properties bookings, that “the island is
going to experience an approximate 30-40% increase in the amount of guests we transport to and from
BHI this season, with very heavy impacts beginning as early as May,” in addition to the substantial
number of workers coming over.
Since the financing for which approval is sought is intended to provide sufficient operating
capital, on what basis can the LGC determine that the financing is sufficient and the revenue projections
sound? Without answers to these questions, it would be difficult, if not impossible, for the LGC to
determine that “[t]he transaction has met the statutory criteria for approval by the Local Government
Commission,” as the Authority purports, without having provided any responsive information, reports or
analysis on these important questions.
Similarly, the Authority asserts, without support or analysis, that the real estate appraisals
obtained satisfy the statutory standard and LGC Guidelines by the mere fact that a third-party was hired
to perform them. The concerns regarding the appraisals relate to their technical sufficiency and
independence, as the appraiser was acting upon instructions of another consultant hired by the Authority
in electing to use solely the cost methodology, to the exclusion of the income and comparables
methodologies typically employed in independent appraisals. The Authority asserts, without support,
Although not strictly related to the Application, the Authority incorrectly states “Furthermore, it is not clear that the Village
has the statutory authority to acquire or operate all aspects of the System.” No legal support for this proposition is stated and,
in fact, the Village possesses full statutory authority to operate a “public transportation system” (G.S. 160-A-321(a); 160A311(5)). G.S. 160A-209(c)(27), unless amended, would preclude the Village from levying property taxes for public
transportation by ferry. Other means of financing of a ferry operation would be available to the Village. Additional
authorities for the Village’s authority to acquire, construct, establish, enlarge, improve, maintain, own, operate and contract
for the operation of a public transportation system are contained in the Village’s letter of today responding to certain
questions on these matters asked by Sharon G. Edmundson, Deputy Treasurer, in her correspondence dated April 20, 2021.

1

Mr. Timothy Romocki
Honorable Dale R. Folwell, CPA
Ms. Sharon G. Edmundson
Page 3
May 3, 2021
that Worsley Real Estate Company is “one of the largest commercial real estate appraisal firms in
southeastern North Carolina, with specific expertise in marinas and deep water port related properties.”
To our knowledge, Worsley Real Estate Company is a local Wilmington firm offering residential and
commercial appraiser, brokerage and property management services. Its website does not even mention
marinas or deep water ports. No explanation is provided in the Authority’s April 30 response why the
appraised value of $42,395,000.00 represents fair market value when compared to the $17,734,810.00
valuation of the Brunswick County Tax Assessor. At a minimum, these questions should be answered
or an additional appraisal obtained by a qualified, independent appraiser.
As evidence of community support for the Project, the Authority attaches newspaper editorials
from the Southport Pilot and Resolutions of Brunswick County and the Southport Board of Aldermen.
The Authority does not provide evidence of support by any regular users of the system, who will
ultimately be responsible for payment of the proposed financing.
The Authority fails to address future necessary increases in user fees and charges beyond those
in 2021 and whether they would be excessive.
All the foregoing questions leave the fundamental question unanswered, is this financing and
transaction on these terms truly in the public interest? Put differently, has the substance of the LGC
financing statutes and Guidelines been satisfied? Based upon the Authority’s unsupported responses, it
appears that they have not been. Additional and sufficient diligence to answer these questions should be
performed.
Thank you for your consideration. Please do not hesitate to contact me should any questions
arise in connection with this letter.
Respectfully,
/s/ J. Andrew Sayre
Mayor, Village of Bald Head Island
pc:

The Honorable Beth Wood, State Auditor
The Honorable Elaine Marshall, Secretary of State
The Honorable Ronald Penny, Secretary of Revenue
The Honorable Scott Padgett, Mayor, City of Concord
The Honorable Viola Harris, Commissioner, Edgecombe County
Mr. Edward Munn, member, Local Government Commission
Mr. Joshua Bass, member, Local Government Commission
Mr. Mike Philbeck, member, Local Government Commission
Cindy Aiken, Attorney, Department of the State Treasurer
Susan Rabon, Chair, Bald Head Island Transportation Authority
Chad Paul, CEO, Bald Head Island Limited, LLC
Michael Brown, Mayor Pro Tempore, Village of Bald Head Island
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Scott Gardner, Councilor, Village of Bald Head Island
Emily Hill, Councilor, Village of Bald Head Island
Peter Quinn, Councilor, Village of Bald Head Island
K. Christopher McCall, Manager, Village of Bald Head Island
Charles S. Baldwin, IV, Attorney, Village of Bald Head Island
(all via email)

Exhibit A

Exhibit B
March 11, 2021
RE: Impending Ferry Conflicts
Andy,
It is with great concern for the upcoming months and summer season that I write to you. We are already
seeing boats with bumped passengers during the more highly trafficked times of the day. Wednesday,
there were quite a few bumped from the 4:30 ferry to the 5pm. I was on the 5pm, but barely made it on
and at least 25-30 people did not make it. They had to wait for the 5:30. Thursday morning, I was on the
8AM ferry and counted 18 people bumped. Not usual for this time of year, and it does not bode well for
what is to come.
At this time, we have begun to see in increase in guests on Spring Break. This generally continues
through early to mid-April. It is my contention, and that of other prominent property management
companies on the island, that this summer will far exceed that of the 2020 landmark year. This will make
ferry strain even more painful than last year. I believe that, if we act quickly and proactively, we can take
steps in planning to solve what we already know will be a serious issue.
For WWP, the months of March 2020 through October 2020 yielded 830 bookings. At an average of 8
individual guests per booking, which yielded at least 6,640 guests during that time – just for WWP. This
year, for the same timeframe, we are already up to 756 bookings (yielding approx. 6,048 guests), and we
are barely midway through March and still booking consistently.
I have included with this letter some visual representations from our software showing that presently
we are currently at a 33.42% increase for the year, with a total filled capacity of 78.75%. In July alone,
the busiest month of any given year, we have increased our occupancy by 30% and in June by 31%.
A report was sent to me via Bald Head Island Services showing that they had an average occupancy of
63.59% for March through Sept of 2020. They already have an average on the books of 63.46% for the
same time period this year. Like us, they are also still booking steadily daily. They have already filled 78%
of their available weeks for June and 83% of their available weeks for July. Half of August has already
booked for them.
Trisha Howarth of Intracoastal provided me the following information:

The Village of Bald Head Island

May 3, 2021

VIA Email and U.S. Mail
Sharon G. Edmundson, MPA, CPA
Deputy Treasurer
North Carolina Department of State Treasurer
State and Local Government
Finance Division and the Local Government Commission
3200 Atlantic Avenue
Raleigh, North Carolina 27604
sharon.edmundson@nctreasurer.com
Re:

Your Correspondence of April 20, 2021

Dear Ms. Edmundson:
Thank for your correspondence to the Village of Bald Head Island (“Village”) of April 20, 2021
requesting responses to the below questions.
Following are our responses:
1.

The legal authority under which the Village may acquire, own and operate each specific
operation of the Transportation System (in particular the barge operation)?
Response: A municipality may “acquire, construct, establish, enlarge, improve,
maintain, own, operate, and contract for the operation of any . . . public enterprise[] . . . to
furnish services to the city and its citizens.” G.S. 160A-312(a). The definition of “public
enterprise” includes “public transportation systems.” G.S. 160A-311(5). While “public
transportation system” is not defined within Article 16, which addresses public
enterprises, elsewhere within Chapter 160A the term is broadly defined to mean “without
limitation, a combination of real and personal property, structures, improvements,
buildings, equipment, vehicle parking or other facilities, and rights-of-way, or any
P.O. Box 3009 BALD HEAD ISLAND, NC 28461 (910) 457-9700 FAX (910) 457-6206
E-MAIL: village@villagebhi.org WEBSITE http://www.villagebhi.org
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combination thereof, used or useful for the purposes of public transportation.” G.S.
160A-576 (pertaining to Public Transportation Authorities); see also G.S 160A-601
(pertaining to Regional Public Transportation Authority), and 160A-631 (pertaining to
Regional Transportation Authority). Further, “public transportation” means the
transportation of passengers “by any means of conveyance” without limitation. G.S.
160A-576; see also G.S. 160A-601 and 160A-631. Each of the components of the ferry
system from the ferry boats to the parking facilities fall within these existing analogous
definitions.
The Bald Head Island barge operation is an integral component of the ferry system.
Vehicles are loaded onto the barge by their driver. The driver of the vehicle, along with
any passengers within the vehicle at the time it is loaded, are then transported to and from
the Island on the barge. As such, the barge is a means of conveyance to the Island and,
therefore, is a permissible component of a public transportation system.
The Bald Head Island Charter states in Section 1.2., titled “Powers”:
The Village shall have and may exercise all of the powers, duties, rights,
privileges, and immunities conferred upon the Village of Bald Head Island
specifically by this Charter or upon municipal corporations by general law.
The term “general law” is employed herein as defined in G.S. 160A-1.
Under North Carolina law, a municipality’s powers consist of those provided in the North
Carolina general statutes (“General Statutes”) together with those set forth in its charter.
Shaw v. City of Asheville, 269 N.C. 90, 96–97, 152 S.E.2d 139, 144 (1967). The General
Statutes, Village Charter and case law do not limit the powers of the Village to “acquire,
construct, establish, enlarge, improve, maintain, own, operate, and contract for the
operation of” a public transportation system.
2.

The legal authority under which the Village may acquire, own and operate each asset
(real property, fixtures or personal property) of the Transportation System that lies
outside the Village corporate limits?
Response: A municipality may “acquire, construct, establish, enlarge, improve,
maintain, own, operate, and contract for the operation of any . . . public enterprise[] . . . to
furnish services to the city and its citizens.” G.S. § 160A-312(a). All of these activities
that a municipality may take relative to public enterprises are also permitted “outside [of]
corporate limits, within reasonable limitations.” Id. (emphasis added); see also Davidson
Cty. v. City of High Point, 85 N.C. App. 26, 41, 354 S.E.2d 280, 288 (1987)
(acknowledging General Assembly “evidenced its intent to give cities and counties
comprehensive authority to own and operate public enterprises outside their boundaries
with respect to the service of themselves and their citizens”). Here, a mainland marine
terminal with parking across the Cape Fear River from the Village and necessary to
operate the system would be within “reasonable limitations.” Further, a public enterprise
is necessarily composed of real property, fixtures and personal property. No restrictions
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are imposed on the nature of property, assets or rights that can be owned or operated by a
municipality outside the corporate limits.
3.

Whether Session Law 2017-120 allows the Proposed Acquisition, or whether it prohibits
the same?
Response: Session Law 2017-120 added a new Article 29 to Chapter 160A of the
General Statutes authorizing the creation of a Ferry Transportation Authority. No
provision of the law purports to limit the duties or powers of any municipal entity,
including the Village. In fact, the reverse is true. The Village has the right to deny the
Authority consent to extend its services within Village corporate limits if the Village
begins operating “its own public transportation system or franchising the operation of a
public transportation system.” G.S. 160A-685. Further, the law contemplates that the
Authority can be dissolved at a time when it has no debts. G.S. 160A-689. The General
Assembly would not have intended to disenfranchise other municipalities from operating
a public transportation system, when it was not certain that the Authority would ever
acquire and operate transportation assets or what its period of existence would be.

4.

Whether approvals of any governmental body are required prior to the Proposed
Acquisition?
Response: Approval of the Local Government Commission pursuant to G.S. 159-153
and other statutes would be required for the Proposed Acquisition. In addition, approval
of the North Carolina Utilities Commission (“NCUC”) would be required. Under G.S.
62-111, NCUC approval is required for “any merger or combination affecting any public
utility . . . through acquisition or control by stock purchase or otherwise.” Since Bald
Head Island Transportation, Inc. is a motor passenger carrier franchised by the NCUC to
operate in North Carolina, Section 62-111 would be implicated as part of the Proposed
Acquisition. See also Right of First Refusal recorded September 10, 1999 in Book 1329,
Page 932 of the in Brunswick County Register of Deeds granted by Bald Head Island
Transportation, Inc. and Bald Head Island Limited to the Village of Bald Head Island to
acquire all the Transportation System assets, Exhibit A hereto (“Right of First
Refusal”) (requiring Village to obtain North Carolina Utility Commission approval for
acquisition of Transportation System assets).

5.

Whether any legislative action by the N.C. General Assembly is needed to enable the
Proposed Acquisition?
Response: Based upon the foregoing, legislative action by the N.C. General Assembly is
not needed. Further support for this is that no action by the General Assembly was
required in the Right of First Refusal.

The Village reserves the right to supplement or amend these responses.
Please contact me if any additional information is needed.
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Respectfully,

/s/ J. Andrew Sayre
Village Mayor
pc:

The Honorable Dale Folwell, Treasurer
The Honorable Beth Wood, State Auditor
The Honorable Elaine Marshall, Secretary of State
The Honorable Ronald Penny, Secretary of Revenue
The Honorable Scott Padgett, Mayor, City of Concord
The Honorable Viola Harris, Commissioner, Edgecombe County
Mr. Edward Munn, member, Local Government Commission
Mr. Joshua Bass, member, Local Government Commission
Mr. Mike Philbeck, member, Local Government Commission
Cindy Aiken, Attorney, Department of the State Treasurer
Timothy Romocki, Director, Debt Management
Susan Rabon, Chair, Bald Head Island Transportation Authority
Chad Paul, CEO, Bald Head Island Limited, LLC
Michael Brown, Mayor Pro Tempore, Village of Bald Head Island
Scott Gardner, Councilor, Village of Bald Head Island
Emily Hill, Councilor, Village of Bald Head Island
Peter Quinn, Councilor, Village of Bald Head Island
K. Christopher McCall, Manager, Village of Bald Head Island
Charles S. Baldwin, IV, Attorney, Village of Bald Head Island
(all via email)
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Exhibit B
“The pace numbers for Intracoastal Realty PM are up 102% over pace numbers for arrivals this time last
year and it is only March! Right now, NOT projected, just what is on the books equates to 1,740 people.
Expecting pace to continue to outperform last year, the totals by the end of October will surpass the
2020 number of 2,935 passengers to 4,000 passengers.”
Tiffany McWhorter of Tiffany’s Beach Rentals is reporting that her bookings for the year have increased
as much as 65% over 2020.
While I have not yet performed an in-depth study of the VRBO/privately rented homes, I am a member
of the BHI Rental Exchange group in Facebook, which affords me a great deal of understanding
concerning how island owners are renting currently. It appears that the private rentals are doing just as
well as the property management companies in filling their available weeks.
While neither Dann Jackson, Rick Nelson, nor Rod Hyson Jr., accepted the invitation sent them to share
their information as well, it is quite clear to me that the island is going to experience an approximate
30-40% increase in the amount of guests we transport to and from BHI this season, with very heavy
impacts beginning as early as May. This will be in addition to the number of workers coming over, and
we already know that there is a substantial amount of that occurring daily already.
I, and my professional counterparts, entreat upon the proper authorities to heed the warning signs
contained in this information and begin to plan and act now to counter that. If this year is anything like
last year, or presumably worse as appears will be the case, then the island will certainly find itself
critically impacted in the areas of construction, employment, real estate, and future rental & tourism
opportunity.
Thank you for your time and consideration of this important matter.
Respectfully,

Crista Thomas
Wendy Wilmot Properties, LLC
(910) 368-1821 Mobile
crista@wwpBaldHead.com

MEMORANDUM

VIA Email
To:

Local Government Commission (SLGFD@nctreasurer.com)

From: Village of Bald Head Island
Re:

Questions to be Answered
Bald Head Island Transportation Authority (“Authority”)
Application for Approval of Bald Head Island Transportation Authority Transportation
System Revenue Bond Findings (“Application”) for $56,144,303.30 Financing

Date: May 21, 2021
______________________________________________________________________________
The Village of Bald Head Island (“Village”) respectfully submits these questions in
response to the Motion adopted at the May 4, 2021 LGC meeting and correspondence to the
Village from LGC Staff dated May 13, 2021. It is in the public interest for adequate responses to
these questions to be received, in order for proper consideration to be given to the Application.
We hope these questions and materials are helpful to the LGC. If any additional information would
be helpful, please let us know. Thank you for your consideration.
I.

Transparency
“The Commission may inquire into and give consideration to any other matters which it
may believe to have a bearing on whether the issue should be approved.” G.S. § 159-52(a).
•
•
•

Has the Authority conducted sufficient public meetings and disclosure in order for
the public to become aware of and understand the nature and significance of the
proposed transaction and financing?
Have the three (3) year audited financial statements referenced at the May 4, 2021
LGC meeting been disclosed?
Has the enterprise value requested by the Seller referenced at the May 4, 2021 LGC
meeting been disclosed?

•
•

II.

Has a quality of earnings assessment been conducted as is typical for transactions
of this size and nature and has it been disclosed?
Is there sufficient community support, including by the regular users of the
Transportation System, for the Project/financing? LGC Guidelines, Section 7)
(“Community Support for the project is important, especially for non-voted debt.
Lack of community support may be evidenced by comments at meetings of the
governing body or public hearings, correspondence, newspaper articles, etc.”).

Governance
•
•
•
•

•

•

•

•

•
•

Whether the Seller historically has transferred its utility assets and employment of
its utility employees to the Village?
Has the Village efficiently and in the public interest operated since 2005 the water
and sewer utility assets acquired from Bald Head Island Utilities, Inc. and Bald
Head Island, LLC?
Whether this transaction and financing, if approved over the objection of a majority
of the Transportation System users, would set up an antagonistic relationship
between the users and the Authority?
Whether the Village could operate the assets efficiently, with substantial savings of
public funds? For example, by issuing general obligation bonds for non-ferry assets
(e.g., barge, warehouse and parking), higher bond rating and lower interest rates
based upon Village’s credit history and $1,156,220,487.00 ad valorem tax base and
avoiding wasteful duplication of administrative offices, personnel, communications
and systems.
Whether the Village Council, consisting of regular riders and users of the
Transportation System, would be more informed, responsive and fiscally
responsible than an Authority Board, a majority of which consists of persons who
do not regularly use the Transportation System?
Are the regular users of the Transportation System sufficiently represented on the
Authority governing board, when the proposed transaction was approved by a 7-4
vote, over the objection of all four (4) Bald Head Island resident appointees who
are regular users of the System?
Are the regular users of the Transportation System sufficiently represented on the
Authority governing board, when no Bald Head Island appointee, including the ex
officio Mayor and Mayor Pro Tem members, were appointed to the negotiating
committee with the Seller within the past approximately 1½ years?
Do the governing boards of other transportation authorities which are truly regional
in nature more closely reflect the communities of the users than the governing board
of the Bald Head Island Transportation Authority, which solely provides
transportation to and from Bald Head Island?
The Transportation System has been operated by the developer of Bald Head Island
for several decades. Has any public concern regarding governance arisen that
would require a regional Transportation Authority to address?
If the financing application is denied for the questions and concerns noted, is it
likely that the Transportation System assets would be acquired by a public entity,
either the Village or a transportation authority established by it under Article 25,
2

Chapter 160A, pursuant to the Right of First Refusal granted the Village by Bald
Head Island Transportation, Inc. and Bald Head Island Limited recorded at Book
1329, Page 932, Brunswick County Registry?
III.

Value to the Public
Session Law 2017-120, Section 6.(a) provides that the Transportation System assets to be
acquired can be acquired “by purchase, gift, lease, or otherwise, by that Authority at or below their
appraised value…”.
o “[G]ift, lease, or otherwise” are permissible methods of acquisition, rather than
purchase;
o Assets must be acquired at or below their appraised value; and
o Public funds can be expended only for appraised value, not business enterprise
value, goodwill, on-going concern, or similar concepts.
o Session Law 2017-120 does NOT contain exceptions to the LGC’s financing
statutes or Guidelines.
•

•

•

•

Do the proposed transaction and financing adequately account for the condition of
the assets and improvements necessary to operate the System through the maturity
date of the financing? G.S. § 159-51(a)(11) (“If the proposed issue is for a public
service enterprise, the probable net revenues of the project to be financed and the
extent to which the revenues of the utility or enterprise, after addition of the
revenues of the project to be financed, will be sufficient to service the proposed
debt.”); G.S. § 159-52(b)(2) (“That the amount proposed is adequate and not
excessive for the proposed purpose of the issue.”). Issues include, without
limitation, additional real estate and land use planning needed for improvements
for parking, passenger ingress/egress, baggage handling, dredge spoil disposition,
and number of ferry runs and ferry capacities. It is noted that Bald Head Island is
at present approximately 60% “built-out” of buildable properties and that a
substantial strain in transportation capacity is already being placed on the current
system. The number of property owners, visitors, guests, workers and service
providers will substantially increase. G.S. § 159-52(a)(12) (“Whether the amount
of the proposed debt will be adequate to accomplish the purpose for which it is to
be incurred.”)
Has the Authority conducted a salary and compensation study, including health and
retirement benefits for the necessary staff? LGC Guidelines 8) (“The repayment
plan presented must be complete and consistent regarding the maturity of debt, the
life of assets financed, terms of related agreements, etc. In addition, the repayment
plan must be consistent with the financial projections provided by the unit.”).
What increases in user fees and charges beyond those proposed in 2021 would be
necessary for the financing and would they be excessive? Section 159-52(b)(4)
(“That the increase in taxes [user fees], if any, necessary to service the proposed
debt will not be excessive.”).
Would the increases in user fees and charges fall disproportionately on the daily
workers?
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•
•
•
•
•

•

•

•
•

•

•
•
•

•

Would the increases in user fees and charges be a disincentive to the employers of
daily workers to do work on Bald Head Island?
Has the Authority sufficiently explored acquisition by gift, lease, or otherwise?
Session Law 2017-120 6.(a).
Has the Authority explored lease of the ferry terminals instead of purchase?
Has the Authority explored with the State of North Carolina use or lease of the
nearby marine terminal parcels for the Fort Fisher-Southport ferry or the former
North Carolina International Terminal site of 42 acres?
Has the Authority obtained independent, qualified appraisal reports for the real
estate to be acquired? LGC Guidelines on Debt Issuance (Revised), September 4,
2019, LGC Consideration of Unit’s Debt Management and the Proposed Project
(“LGC Guidelines”), 9) (“Appraisals, feasibility studies and comfort letters (if
required) must be prepared by parties that are both independent to the transaction
and possessing adequate expertise”).
Why is a developer’s incentive of fifteen (15%) percent of total cost included in the
real estate appraisals? (See pg. 62 of the Worsley Report of Deep Point; pg. 65 of
Worsley Report of Bald Head Marina). An incentive is normally included only on
new projects. Deep Point has been in place for over twelve (12) years and the Bald
Head Island Marina for over twenty-five (25) years.
The debt burden of “not to exceed $59,000,000.00” is substantially in excess of the
appraised asset value, which is $47,750,000.00 or less. Would that constitute an
impermissibly heavy debt burden exceeding that of similar units? LGC Guidelines,
Section 3) (“The Unit should have a reasonable debt burden. A heavy debt burden
may be evidenced by… Debt to Appraised Property Value exceeding that of similar
units.”).
Is the request for operating expenses, not capital expenditures? LGC Guidelines,
Section 4 (“The request to borrow must be for capital expenditures, not operating
expenses.”).
Are the financial projections and amount of the proposed financing sufficient for
the operation of a first-class Transportation System, consistent with the Bald Head
Island community? G.S. § 159-52(a)(12) (“Whether the amount of the proposed
debt will be adequate to accomplish the purpose for which it is to be incurred.”).
Are the financial projections consistent with past performance, including the
audited three (3) year financial statements? LGC Guidelines 9) (“Financial
projections should be presented that demonstrate feasibility and are clearly
reasonable in comparison to prior financial performance.”).
Is the three (3) year review of past financials sufficient, given the major impacts of
Hurricane Florence and COVID-19 on ferry usage in recent years?
Is the asset depreciation schedule too low, given the deteriorated condition of the
equipment?
With current unmet deferred maintenance and capital expenditures, are the
ratepayers effectively having to pay for these items twice; initially through the bond
sale with $47,750,000.00 being paid to the Seller; and again when rates are raised
to pay for maintenance and capital repairs that should already have been addressed?
Has the Authority sufficiently considered partnering with other State, County or
municipal units of government for a guarantee, letter of credit, or other financing
4

•

•

•
•

(such as inclusion in State financing) that would result in a lower debt burden to
the public? LGC Guidelines 12) (“Enhancement including letters of credit, bond
insurance, a parent guarantee, etc., should be considered.”).
Are the low bond rating of “BBB-” and 4.25% interest rate reasonable and in the
public interest for a project of this magnitude? G.S. § 159-52(b)(5) (“That the
proposed bonds can be marketed at reasonable rates of interest.”); LGC Guidelines
12) (“Ability to secure an investment grade rating should be documented.”).
Could the Village obtain a higher bond rating and lower interest rate by issuing
general obligation bonds to purchase the parking, warehouse, and barge assets that
are not regulated by the Utilities Commission as part of the ferry system? G.S. §
159-48(b)(12), (14) and (23) (authorizing municipality to issue general obligation
bonds for parking, warehouse, and public transportation).
Could the Village obtain a higher bond rating and lower interest rate by issuing
revenue bonds for the ferry assets, based upon its credit history?
In light of all of the foregoing questions and concerns, is the Project to be financed
“necessary or expedient”? G.S. § 159-52(a)(1) and (b)(1).

Additional documents bearing on the foregoing questions are attached. See Exhibit A,
“Transportation System: Deferred Capital Expense and Other Expenses” and Exhibit B, “Village
of Bald Head Island Owned Transportation System.”
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EXHIBIT A
Transportation System: Deferred Capital Expense and Other Expenses
At Deep Point:
1.

2.
3.
4.

5.

Pave the two new parking lots that have been stoned and bizarrely striped. The site had
been rough graded for several years, recently fine graded with a bulldozer, stoned and
rolled to a seemingly excellent compaction, ready for asphalt. Without the asphalt,
especially in a parking lot, the front wheels of a vehicle will churn up the stone allowing
for a substantial rain event to degrade the base requiring re-stoning and re-compaction prior
to paving.
Clear concrete debris and rough grade 2+ acre lot to the right of entry.
Engineer and permit additional future parking within existing lots to be transferred at
closing.
Since there is no more land within or adjacent to Deep Point for disposal of dredge spoils
in the manner that has been previously employed, identify and secure nearby land that can
be purchased for future spoils disposal/staging. A possible prospect is unbuildable land
adjacent to the nuclear plant.
Analyze baggage handling and passenger management with emphasis on the operational
status of the machinery and the viability of the underlying operational system, i.e. arrivals
using the upper level and departures the lower level. If, as has been proffered, that the
system only needs six more employees to be functional, then hire those employees and
build the expense into the projections.

At Bald Head Island:
1.

2.
3.
4.
5.

With regard to the severely compromised dredge spoils basin on a small island north of the
marina, verify the status of the permits and whether the construction document supplied is
viable. Although it makes no sense to perfect the permits or commence construction prior
to a need, a plan should nevertheless be in place.
Repair punctures in the metal bulkheads at the marina entry channel.
Since the previously accessible toilet facilities have been shut off from the public, develop
a plan for toilet facilities in the short and long terms.
Address the frequent flooding at the passenger loading dock.
In the present proposal there is a mere 2+ acres relegated to the island terminal complex.
Vehicular ingress and egress are constrained by the existing real estate sales building. This
lack of space cannot safely or efficiently accommodate the multi-functional needs of the
operation and in fact would force the compromise of a critical protective dune structure.
Engage a professional, independent land planner to conduct a study to include all parcels
within the area with participation of all stakeholders. This study should include and have
particular emphasis on an improved layout of the dockside functions.

In General:
1.

2.
3.

Engage an independent professional firm to conduct a thorough compensation study:
Executive Director to tram driver. In the challenging local labor market, the Bald Head
transportation system may have to be aggressive in its pay structure. This study should also
address retirement plans and any employee issues arising from the transition of a private
entity to a public one.
As is commonly done, develop a comprehensive and detailed 10-year Reserve Schedule
for maintenance and replacement of individual assets, including their life cycle and
projected expense.
All of these issues have a financial impact, some far more than others. Similarly, some
solutions are more readily apparent than others. The deficiencies and dysfunction at the
terminals are both harder to solve and potentially far more expensive than other tasks.
However, estimates of both cost and timing can be made and incorporated into the
projections that drive the purchase price of the enterprise.
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EXHIBIT B
Village of Bald Head Island Owned Transportation System
Why should the Village of Bald Head Island own and operate the transportation system?
The transportation system is in natural alignment with the Village’s mission to serve the
community. The Village can easily and quickly integrate the transportation operations, as it has
done in the past with the water and wastewater utility and other Island operations and
infrastructure. The Village’s acquisition will save money on acquisition financing costs. Also, the
Village already possesses the administrative, process and public communications infrastructure
and can quickly integrate stakeholder involvement, as it does on a day-to-day basis.
The transportation system, which includes the ferry, parking, and barge operations, is the lifeline
of the Island. As such, it must be predictable and sustainable if Bald Head Island is to remain a
quality coastal community. Declining service levels, particularly during peak weekends, holidays,
and the summer season must be reversed.
The Village government is uniquely qualified to assess the current community needs with respect
to the system. The Village government is one of the largest employers of ferry users as well as the
primary source for communication, regulation and support to the private and non-profit
organizations that account for the bulk of the remaining daily riders. In addition to these persons
that rely on a dependable transit to reach their livelihood, full and part time residents are bound to
the system for the ability to inhabit the island. The safety and viability of the island is directly tied
to the system and as such puts the Village government in a position of accountability for its
continued success.
The Village government is the central source for monitoring the growth and changes to the
community. This information acquired through its various departments, as well as extensive
community liaison groups, is critical to understanding the current and long-term demands of the
transportation system. The network of Village resources creates an effective vehicle to plan
strategies addressing current short falls of the system and the long-range planning for a system that
will need to evolve with the changing demands of the island. Long range planning for a successful
system is intertwined with Village infrastructure, coordination of Village Public Services, Public
Safety, Planning departments will be essential for streamlining land use and other necessary
uninterrupted adjustments and growth of the system.
The Village has a track record of owning and operating utilities successfully on the Island.
The Village has professionally trained and certified North Carolina government Village Clerk and
Village Manager and an organization that can easily allow for efficiency gains and economies of
scale, in particular with regard to administrative functions such as finance, bookkeeping, human
resources, IT infrastructure, communications, etc.
The Village has a track record of successfully repaying the debt on bonds issued for the purpose
of providing utility services, beach stabilization, public park land, contractor services, and more to

the property owners of the Island. As such, the Village is expected to have more financing options
to consider than the Bald Head Island Transportation Authority.
The Village fully intends to enter into an interlocal agreement with the Town of Southport,
Brunswick County, and other entities necessary to resolve issues of ferry operations, traffic, and
fees in lieu of property taxes.
How should the Village of Bald Head Island own and operate the transportation system?
Acquisition
With the intent to expeditiously develop a fair value to close the deal with the seller as soon as
practical, the Village Council will:
1.

Employ an independent and commercially qualified business valuation consultant,
real estate appraiser, and other experts as needed.

2.

Investigate all options including alternative mainland ports such as the Southport
Marina, the international port property, North Carolina Ferry system at Southport,
etc.

3.

Use to extent possible existing due diligence, including the Mecator Feasibility
study, conduct additional due diligence, including market, cost, and income
methodology appraisals of real property, and a quality of earnings assessment.

4.

Determine fair market value of the system assets (ferry, parking and barge).

5.

Negotiate sales price with seller.

Financing
1.

The Village’s bond counsel is Ed Lucas of Robinson, Bradshaw & Hinson, L.L.P.

2.

Analyze and determine the most advantageous financing terms and options,
including consideration of general obligation bonds for non-ferry assets (barge,
warehouse, and parking) and revenue bonds for ferry assets.

3.

Meet with LGC staff to review financing options and clarify process necessary to
obtain LGC approval.

4.

Identify and select financial institution(s) to develop bond proposal.

5.

Approve bond proposal to present to the LGC.
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Governance
1.

Initially and through a twelve (12) to eighteen (18) month transition, a
Transportation Manager will be identified as well as Managers of parking, ferry,
barge, warehousing, and maintenance services. The Transportation Manager will
report to the Village Manager.

2.

Finance/accounting, human resources, communications, IT, and
administrative functions will transition into existing Village Departments.

3.

See Village and Transportation Department Organizational Charts, Appendix A.

4.

The Village will consider and implement, as necessary from time to time, a
committee, task force, or other advisory structure to:

other

• Assist with transition and operations;
• Obtain and act on input from stakeholders and other municipal and
government entities; and
• Provide input to the Transportation Manager.
Transparency
1.

The Village will conduct a minimum of two (2) public meetings:
a.
b.

to share with the public preliminary plans to acquire the system and seek
input; and
to share the final plans for acquiring the system and seek input.
(Plus additional public meetings as advisable or necessary to obtain
approval of the financing).

2.

The Transportation System will be a standing agenda item during regular Village
Council meetings to address public concerns regarding rates and service quality.

The Village will share information on an as needed basis through the Village Voice, the Village’s
primary communication to the public. Anyone who so chooses can sign up through the Village’s
website.

3

APPENDIX A
Organizational Charts
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The Village of Bald Head Island

May 27, 2021
VIA Email
Susan Rabon
Chair
Bald Head Island Transportation Authority
susanrabon@gmail.com
Re: Your Letter of May 20, 2021
Dear Susan:
Thank you for your letter. The Village appreciates your suggestion of a task force regarding
operations. However, such a task force would not address the Village’s concerns about the proposed
acquisition. Further, the Authority’s proposing to select which representatives of the Village could be
on such a task force (e.g., excluding the Mayor and Mayor Pro Tem) did not seem very cooperative. At
present, we are more concerned about the asset purchase. We agree, however, that it is important that
the regular users of the Transportation System have substantial input and governance over its operations.
Because the Village and the public have expressed numerous concerns regarding the proposed
acquisition and because the terms of the proposed acquisition are unknown, it would not be in the public
interest for the Village to waive its Right of First Refusal.
We also are curious about the Authority’s decision not to allow the public to participate remotely
in the Authority’s May 27, 2021 meeting? A public dial-in number had been provided for the
Authority’s prior meetings. That appears to raise issues of transparency. The Village requests that the
Authority provide a remote participation option for future meetings or conduct the meetings on Bald
Head Island.
Very truly yours,

/s/ J. Andrew Sayre
Village Mayor
P.O. Box 3009 BALD HEAD ISLAND, NC 28461 (910) 457-9700 FAX (910) 457-6206
E-MAIL: village@villagebhi.org WEBSITE http://www.villagebhi.org

Susan Rabon
Chair
Bald Head Island Transportation Authority
Page 2
May 27, 2021
pc:

Mr. Chris McCall, Village Manager
Village of Bald Head Island Village Council
Charles S. Baldwin, IV, Village Attorney
Bald Head Island Transportation Authority Trustees
Carrie Moffett, Executive Director, Bald Head Association

The Village of Bald Head Island

May 27, 2021

VIA Email and U.S. Mail
Sharon G. Edmundson, MPA, CPA
Deputy Treasurer
North Carolina Department of State Treasurer
State and Local Government
Finance Division and the Local Government Commission
3200 Atlantic Avenue
Raleigh, North Carolina 27604
sharon.edmundson@nctreasurer.com
Re:

Bald Head Island Transportation Authority (“Authority”)
Application for Approval of Bald Head Island Transportation Authority
Transportation System Revenue Bond Findings (“Application”) for
$56,144,303.30 Financing

Dear Ms. Edmundson:
I hope this finds you well.
The Village of Bald Head Island (“Village”) supplements its correspondence to you dated
May 3, 2021 responding to your letter of April 20, 2021. The Village notes that it could issue
general obligation (“G.O.”) bonds, subject to LGC approval, in order to finance its acquisition,
without limitation, of the barge, warehouse and parking assets currently owned by Bald Head
Island Ltd.
The primary authority to incur G.O. debt is the Local Government Bond Act, G.S. 159,
Art. 4. The types of capital projects that a municipality may fund with G.O. bonds are set out in
G.S. 159-48. Relevant provisions, include:
P.O. Box 3009 BALD HEAD ISLAND, NC 28461 (910) 457-9700 FAX (910) 457-6206
E-MAIL: village@villagebhi.org WEBSITE http://www.villagebhi.org

Sharon G. Edmundson, MPA, CPA
Page 2
May 27, 2021
(12)

Providing parking facilities, including on- and off-street
parking, and in connection therewith any area or place for
the parking and storing of automobiles and other vehicles
open to public use, with or without charge, including
without limitation meters, buildings, garages, driveways,
and approaches. . . .

(14)

Providing public building, including without limitation. . .
warehouses, and yards. . . .

(23)

Providing public transportation facilities, including
without limitation equipment for public transportation,
buses, surface and below-ground railways, ferries,[1] and
garage facilities.

G.S. 159-48(b) (emphasis added).
The Village reserves the right to supplement or amend these responses.
Please contact me should you have any questions or should any additional information be
helpful. Thank you very much for your consideration.
Respectfully,

/s/ J. Andrew Sayre
Village Mayor
pc:

The Honorable Dale Folwell, Treasurer
The Honorable Beth Wood, State Auditor
The Honorable Elaine Marshall, Secretary of State
The Honorable Ronald Penny, Secretary of Revenue
The Honorable Scott Padgett, Mayor, City of Concord
The Honorable Viola Harris, Commissioner, Edgecombe County
Mr. Edward Munn, member, Local Government Commission
Mr. Joshua Bass, member, Local Government Commission

G.S. 159-48(b)(23) permits a municipality to “borrow money and issue its bonds . . . for the purpose of paying any
capital costs of . . . [p]roviding public transportation facilities, including without limitation equipment for . . .
ferries.” There is an apparent conflict with G.S. 160A-209(c)(27), which appears to exclude ferry transportation
from the purposes for which a municipality may levy property taxes. This does not, however, limit the Village’s
ability to utilize special obligation and/or revenue bonds to acquire the ferry operation.
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Sharon G. Edmundson, MPA, CPA
Page 3
May 27, 2021
Mr. Mike Philbeck, member, Local Government Commission
Cindy Aiken, Attorney, Department of the State Treasurer
Timothy Romocki, Director, Debt Management
Susan Rabon, Chair, Bald Head Island Transportation Authority
Chad Paul, CEO, Bald Head Island Limited, LLC
Michael Brown, Mayor Pro Tempore, Village of Bald Head Island
Scott Gardner, Councilor, Village of Bald Head Island
Emily Hill, Councilor, Village of Bald Head Island
Peter Quinn, Councilor, Village of Bald Head Island
K. Christopher McCall, Manager, Village of Bald Head Island
Charles S. Baldwin, IV, Attorney, Village of Bald Head Island
(all via email)

The Village of Bald Head Island
NOTICE TO JOINT LEGISLATIVE COMMITTEE ON LOCAL GOVERNMENT
OF PROPOSED LOCAL GOVERNMENT FINANCING
June 17, 2021
Joint Legislative Committee on Local Government
16 West Jones Street
Raleigh, North Carolina 27601
Attention: Committee Chairs and Assistant
North Carolina Local Government Commission
3200 Atlantic Avenue
Longleaf Building
Raleigh, North Carolina 27604
Attention: Secretary
Fiscal Research Division
Legislative Office Building
300 North Salisbury Street, Suite 619
Raleigh, North Carolina 27603-5925
Attention: Director

Re: Village of Bald Head Island, North Carolina Notice of Intent to Seek Approval for
Issuance of General Obligation Bonds
In accordance with G.S. § 120-157.2(a), the Village of Bald Head Island, North Carolina
(the “Village”) hereby notifies you of the its intent to seek approval for the issuance of general
obligation bonds pursuant to the Local Government Bond Act, Article 4 of Chapter 159 of the
North Carolina General Statutes and G.S. § 160A-209, in an aggregate principal amount not to
exceed $52,254,010.00 for the purpose of acquiring, expanding and improving the ferry and
ground transportation assets and services used in the transport of passengers, supplies and
equipment (the “Ferry System”) from the mainland to destinations on Bald Head Island, North
Carolina.
The Village expects the Local Government Commission (the “LGC”) will consider
approval of the issuance of the above-referenced bonds at its meeting scheduled for August 3,
2021, or at such later meeting as the Village and the LGC may determine is appropriate.
The issuance of bonds would be subject to voter approval at a bond referendum anticipated
to be held on November 2, 2021. Subject to voter approval, the bonds would be secured by the full
faith and credit and taxing power of the Village. The Village expects to pay the debt service on the
bonds from revenues generated by operation of the Ferry System and from property taxes collected
by the Village without restriction as to rate or amount. The bonds term and projected interest rate
will be determined in consultation with the LGC and/or a financial advisor engaged by the Village.
P.O. BOX 3009 Bald Head Island, NC 28461
Phone: (910) 457-9700 Fax: (910) 401-1945 Website: http://www.villagebhi.org

me.

If you have any questions or require further information, please do not hesitate to contact
VILLAGE OF BALD HEAD ISLAND, NORTH CAROLINA
By:

K. Chris McCall
Village Manager
Village of Bald Head Island, North Carolina

P.O. BOX 3009 Bald Head Island, NC 28461
Phone: (910) 457-9700 Fax: (910) 401-1945 Website: http://www.villagebhi.org

The Village of Bald Head Island

August 17, 2021
Dear Chairman Folwell:
The Village of Bald Head Island has reviewed and has received public input concerning the Deep
Point and Bald Head Island terminal and parking properties appraisals of Newmark Knight Frank.
The appraisals contain incomplete and erroneous data and methodologies. They should not be
relied upon to establish the value of the properties. The written report of the MAI certified
appraisers who reviewed the appraisals on behalf of the Village will be delivered by August 31. We
believe the report will be helpful to the Commission and LGC Staff.
Respectfully,
/s/ J. Andrew Sayre
Mayor

pc:

Susan Rabon, Chair, Bald Head Island Transportation Authority
LGC Staff

P.O. Box 3009 ● BALD HEAD ISLAND, NC 28461
(910) 457-9700 ● FAX (910) 457-6206 ● WEBSITE: http://www.villagebhi.org

The Village of Bald Head Island
August 18, 2021

Dear Treasurer Folwell:
I have been made aware of a letter sent earlier this month to you from Robert Drumheller dealing with "village
debt projections". There are a number of misguided assertions that may arise from a misunderstanding of
municipal finance and the specifics of Village of Bald Head Island budgeting. For instance, like many
municipalities, we have an independent Utilities Fund, presently debt free. Unlike many municipalities, for the
past several years, and hopefully for years to come, we have raised user fees 2.0% annually to build up our
reserves and fund improvements.
The "debt levels existing and projected" referenced in the letter (attached) includes $4M in freshwater
expansion and $7M in sewer lift station improvements. Although I would have to verify the numbers, the plan
is NOT to fund these upgrades through debt but rather through annual expenditures from the Utilities Fund, a
'pay as you go' plan.
Because of its large expense the Wastewater Treatment Facility expansion will have to be funded differently.
Presently we are only at the design stage, so we have plenty of time to investigate various funding options:
installment loans, grants, Federal infrastructure programs, etc.
Our Shoreline Stabilization Program (beach renourishment) relies on the Sand Management Plan that we have
with the Corps of Engineers which assumes a Village funded placement around 2027, 2028. However, the
Wilmington Port is pursuing another channel deepening project, which would produce large quantities of
beach quality sand, that may negate the need for that Village placement.
Finally, the Village's projection of a 0.75% annual increase in the tax base has nothing to do with the County
assessments of individual properties, but rather it is the very conservative estimate of new residential and
commercial development coming online and adding to the taxable base. The 0.75% increase equates to
roughly $9M. Presently we have over $30M of construction underway.
The debt from the $54M Village General Obligation Bond proposal to purchase the Bald Head Island
Transportation Company is projected to be paid off through revenues, not by raising property taxes. However,
in the case of a crisis, having the possibility of modest tax increases is far better than runaway rates and
slashed services.
Thank you for your time,
/s/ J. Andrew Sayre
Mayor
pc:

Sharon Edmundson

P.O. Box 3009 ● BALD HEAD ISLAND, NC 28461
(910) 457-9700 ● FAX (910) 457-6206 ● WEBSITE: http://www.villagebhi.org

Mayor Andy Sayre Response to Drumheller Letter, Page 1 of 2
[DRUMHELLER LETTER TRANSCRIPT BEGINS]
Subject: Fw: Drumheller Letter LGC Letter/village debt projections
Dear Sir;
I refer to the proposed sale of the Bald Head Island ferry system which is under active consideration by
the Village of Bald Head Island. The village of Bald Head Island is proposing the issuance of a $54mm
General Obligation Bond to potentially purchase the system.
My name is Robert Drumheller, and I am running for a position on the Village Council for this election
cycle. I am forwarding to you an email that I have sent today to various parties who have interests in
the outcome of the proposed sale. The email provides information on the future debt trajectory of Bald
Head Island taking into account the possible GO Bond.
As you can see from the below email the approval by the LGC of this $54mm GO Bond could very well
put the Village in an untenable debt position given our known debt requirements over the next few
years.
I am asking the LGC to consider this debt trajectory when reviewing the Village's application for approval
for the GO bond issuance. Given the prospect of such a large amount of debt which would need to be
supported by only about 2000 property owners on the island, I would ask the LGC to seriously consider
withholding its approval of the Village's request for the time being and let the process between BHI
Limited and the BHITA hopefully come to a successful conclusion.
Thank you for being there to help make sure that local municipalities do not overextend themselves
with debt.
Robert Drumheller
---------- Forwarded message --------From: Robert Drumheller <rbdrumheller@gmail.com>
Date: Sat, Aug 7, 2021 at 10:45 AMbl
Subject: village debt projections
My comments are below related to the Village slides on debt capacity:
Current village total assessed property value (before the loss of the ferries which are now
Southport assessed value) $1,162,278,000
The maximum debt allowed by LGC at the current village valuation is $93mm (i.e. 8% rule).
debt levels existing and projected:

To be funded
in Village
Utilities Fund
Annual Budget,
“Pay As We
Go”

existing
$16mm
Funding TBD: Low-Interest Rate Installment
ferry system GO Bond
$54mm
Loan, Grants, Federal Infrastructure
new village hall
$2mm
Programs, Etc
wastewater expansion
$13mm
freshwater expansion
$4mm (estimated as we did not get a number from public
works on this)
rebuild 38 sewer lift stations $7mm (estimated at $200,000 per station per conversation
with public works)
total
$96mm (already above the 8% cap)

Mayor Andy Sayre Response to Drumheller Letter, Page 2 of 2
comments:
I did not include the 2028 $15mm debt need for beach erosion control because by that time
the existing $16mm of debt will have been repaid.
0.75% Growth
Due To
Residential And
Commercial
Development,
Adding to The
Tax Base
NOT
Increased
Assessments On
Existing
Properties

Possible No Cost Sand Placement From Wilmington Port Channel Deepening Project

The $96mm number already exceeds the current maximum allowed of $93mm.
In addition, the village presentation assumes that total assessed value will grow at 0.75 % per
year in the future. I checked my own home assessed value numbers over time. From the
peak in 2007 to the low point in 2015 based on village appraised valuations my home value
declined by 23% (I believe raw land values declined by significantly more but do not have the
data to confirm). In addition, my current value in 2021 remains, after 14 years, below what it
was in 2007. As you know 2nd home communities have more variability in valuations over
time. It appears to be overly optimistic to assume such a stable growth rate of valuations over
time as the village is assuming.
Finally my list of debt needs above does not include unidentified requirements such as major
road work etc. We would not have the flexibility to issue debt to finance these unknown
needs in the future.
I wonder if the LGC is aware of the debt trajectory and will consider it when they review the
Village's request?
RBD
Robert Drumheller

[DRUMHELLER LETTER TRANSCRIPT ENDS]

The Village of Bald Head Island

September 23, 2021

Mitchell Family Corporation
Bald Head Island Limited, LLC
Bald Head Island Transportation, Inc.
c/o Charles A. Paul, III
Post Office Box 3069
Bald Head Island, North Carolina 28461
cpaul@bhisland.com
Re:

Village of Bald Head Island Response to September 15, 2021 Correspondence
Concerning Bald Head Island Transportation System

Dear Chad:
The Village received and is reviewing this correspondence concerning the potential
acquisition by the Bald Head Island Transportation Authority (“Authority”) or other entities of the
transportation system assets. The letter appears to restate and attach communications previously
submitted to the Local Government Commission (“LGC”) by Bald Head Island Limited
(“Limited”). Further, the letter dismisses, without discussion, the substantial concerns regarding the
Authority’s proposed acquisition raised by the LGC, the public and the Village concerning the
price, revenue bond financing, and other details of the proposed transaction.
The Village appreciates the Mitchell Family’s long and successful stewardship of the Island
and its assets. These include implementing the vision and assets that made the Island unique and
successful, and transitioning those assets to the various Village and Island entities best suitable to
receive and manage them. Examples of assets transferred include the Village Utilities Department,
Bald Head Island Club, Market, Shoals Club, and numerous other businesses and properties. The
Village hopes that the discussions between and among it, the Mitchell Family and Limited will
continue to be amicable, productive and focused on the best interests of the Island and its
stakeholders. The Village will direct communications concerning the transportation system to Chad
Paul and Shirley Mayfield.
Breaking the transportation system into pieces and selling them to the highest bidder, as
proposed in the letter, would appear inconsistent with that history, vision and values. That was the
parties’ exact concern that led to Limited and the Village agreeing to a right of first refusal in favor
of the Village for all the transportation system assets. That Right of First Refusal is documented
P.O. Box 3009 ● BALD HEAD ISLAND, NC 28461
(910) 457-9700 ● FAX (910) 457-6206 ● WEBSITE: http://www.villagebhi.org
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Bald Head Transportation, Inc.
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and recorded in Book 1329, Page 932, Brunswick County Registry. The Village expects that
Limited will honor its obligations and respect the Village’s rights under that agreement.
It is the Village’s view that either the Village or the Authority will be the ultimate purchaser
of the transportation system. The Village understands that negotiations concerning the price and
details of a potential transaction between the Authority and Bald Head Island Limited are ongoing.
The Village remains committed to taking actions within its control to strive for transaction terms
that are financially sound, supported by accurate appraisals and representative of good governance,
including responsiveness to the input and concerns of Island stakeholders and users of the
transportation system. For reasons previously stated, the Village believes it is the entity best suited
to fill those roles.
Sincerely yours,
/s/ J. Andrew Sayre
Village Mayor
pc:

Dale R. Folwell, CPA, North Carolina State Treasurer
Susan Rabon, Chair, Bald Head Island Transportation Board of Trustees

The Village of Bald Head Island

September 30, 2021
Bald Head Association Board of Directors
PO Box 3030
Bald Head Island, NC 28461
Ladies and Gentlemen:
We are in receipt of the BHA Board letter of September 24 and believe that a response by the Village
is necessary and appropriate.
As the Village and I have stated, it would be unacceptable and risky were the ownership and
governance of our transportation system to be vested in an outside Authority. Many of its board
members may have never set foot on Bald Head Island nor viewed the actual workings of its
transportation system. The Village, by contrast, necessarily would be responsive to the needs and
concerns of the system’s users. The Village is a major, daily user of the system and it is a small
island.
The Mitchell Family chose not to meet with us at this time. However, in representing the Village, we
merely asked for an opportunity to raise our concerns and discuss the Village’s many advantages with
them. You failed to mention that the Mitchell letter of September 15 went on to say, “All
communications or negotiations related to the sale of the ferry transportation system …. should be
coordinated and conducted, directly and only with our CEO and CFO, Chad Paul and Shirley
Mayfield ….”. We will continue open communications with Mr. Paul. We must strive, on behalf of
the community we represent, for the best transportation opportunity possible.
You suggested if the LGC did not approve the sale to BHITA, it would be sold in parts to the highest
bidder. That is far from certain and mischaracterizes the statements made in the Mitchell letter, which
merely raised that as a possibility. If the GO Bond referendum passes, the Village becomes a
legitimate potential buyer under the LGC process and for purposes of discussion with the Mitchell
Family. The Village has pre-existing rights, government powers, and financing options that other
buyers do not possess. The North Carolina Utilities Commission also may play a role.
The Mitchell letter questioned the Village’s withdrawal of its support for the acquisition of the system
by the Authority several years into the process. However, the Village and public had no knowledge
for those years of what the Authority was doing and no basis or opportunity to provide input or object
until very recently. The Village acted promptly and in the public interest. Many members of the
community have expressed appreciation for the information about the potential transaction made
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available by the Village’s efforts. These data came only after Village objections to the closed-door
Authority purchase process. The Village obtained public hearings and written responses from the
Authority pursuant to requests made in December 2020 and February 2021. The Authority responses
and appraisals raised more questions, and the Village had no choice but to conclude that the BHITA
proposal and model were not working as we had hoped.
Your survey results do not represent a valid representation of where BHA members stand. The Village
proposal and financing advantages were not even mentioned. You declined to incorporate Village
input in the survey. BHA’s guiding principles include: “Contribution to a well-informed public” and
“non-partisan advocacy on issues that affect the welfare and recreation of our members”. It is
questionable whether these guidelines have been followed here.
The Village represents the public that must use the transportation system and pay off the bonds. The
Village’s actions were proper in order for public input to be obtained. We request that you share this
letter with the BHA membership.
Sincerely,

J. Andrew Sayre, Mayor

