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The statements contained herein that are not purely historical are forward-looking statements within the 

meaning of the Private Securities Litigation Reform Act of 1995.  Such forward-looking statements are 

based on the Company’s expectations and are necessarily dependent upon assumptions, estimates and 

data that the Company believes are reasonable as of the date made but that may be incorrect, incomplete 

or imprecise or not reflective of actual results.  Actual events or results may differ materially from the 

results anticipated in these forward-looking statements as a result of a variety of factors.  The Company 

does not undertake to update or revise any of the forward-looking statements contained herein, even if it 

becomes clear that the forward-looking statements contained herein will not be realized. 

Virgin Trains USA Passenger Rail Project 

Executive Summary 

We own and operate an express passenger rail system connecting major population centers in Florida.  We 

are the first new major private passenger intercity railroad in the United States in over a century.    

We carried over one million riders in 2019, our first full year of operations.  Effective Jan 2, 2019 we increased 

our schedule to 226 trips per week with 34 daily weekday trips between Miami and West Palm Beach, one 

of the most heavily traveled and congested regions in the U.S.  We believe our passenger rail system offers 

travel that is faster, safer, more eco-friendly, more reliable, less expensive, more productive and more 

enjoyable than travel by car.  We also commenced construction of the expansion of our Florida passenger 

rail system to Orlando, which we are on schedule to complete in 2022.   

In addition to our Orlando expansion, we have agreements in-place for additional inline stations in 

Aventura and Boca Raton and commenced early works construction in the first quarter of 2020 for those 

two stations.  We are negotiating definitive agreements with PortMiami for an additional station at the 

port.  Further, the Company is in negotiations with Florida Department of Transportation, CFX and OUC 
to expand  rail service from Orlando to Tampa and has also entered into a memorandum of 
understanding with Walt Disney Parks and Resorts, Inc (“Disney”) for the development of a station on 

Disney property in Orlando. 

Coronavirus Impact 

We experienced record ridership from November 2019 to mid-March 2020; however, in light of COVID-19 

and the unprecedented impact on travel activity, we reduced our service schedule on March 18th and 

on March 25th we temporarily suspended our passenger rail service and reduced staffing.  On April 1, 

2020, the Florida governor issued a 30-day stay-at-home order for the state of Florida.  The 

suspension of service is not expected to have a material net financial impact on our business and we have 

access to ample operating liquidity to withstand a protracted slowdown in the travel market.  We 

continue to monitor the situation and evaluate an appropriate time to re-open service to resume building 

on the strong momentum we have established in South Florida.  In the meantime, we will focus on 

developing key new partnerships and business opportunities.  

We continue to progress aggressively construction activity, including the build-out to Orlando as well as 

construction of our new South Florida stations.  As of March 2020, over 750 construction workers 

were actively engaged in the build-out of our system to Orlando and, while we have implemented 

additional health  safety measures, we do not anticipate any adverse impact on our construction  timeline. 
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As we look ahead toward the economic recovery of Florida, projects like ours will help create jobs and a 

transportation network that will prove even more important to the regional economy than it is today.  To 

that end, we are actively working with public entities that have an interest in leveraging our infrastructure 

in the expected stimulus program if one is established.  We believe labor-intensive, shovel-ready projects 

in Florida will be attractive candidates to help restart the economy. 

2019 Construction and Expansion Plans and Other Material Developments 

Construction and Expansion Plans 

Construction of the South segment of the project, Miami to West Palm Beach, is substantially complete and 

remaining South segment construction activities primarily involve enhancements related to positive train 

control of the system.    

During the second quarter of 2019, we commenced construction activities on the North segment of the 

project between West Palm Beach and Orlando airport (“Phase 2”), which includes development of 170 

miles of new track into the completed state-of-the-art intermodal facility located in the new South Terminal 

at the Orlando International Airport (MCO).  Revenue service is scheduled to commence in 2022. 

Other Material Developments 

New South Segment Stations 

The additional inline stations in Aventura and Boca Raton continue to progress.  In Aventura, the rail 

infrastructure and station designs have been well advanced to facilitate construction commencement.  We 

have executed the station construction contract and commenced early works construction.  Similarly, our 

Boca Raton station is well advanced from a design and engineering perspective.  In terms of construction in 

Boca Raton, we have started early work activities, including completing installation of construction fencing 

and commenced relocating a portion of the community garden.  Negotiations on the definitive 

documentation remain ongoing for the PortMiami station, though at a slower pace due to impact of COVID-

19 on the cruise industry. 

We believe the three new South segment stations will contribute over 2 million incremental annual 

passengers once ridership at these stations ramps up and stabilizes.  In total, the three new in-line stations 

will involve the investment of approximately $120 million between Virgin Trains and local governments, of 

which approximately $90 million will be contributed through grants and government contributions. 
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Disney Station 

During November, the Company entered into a memorandum of understanding (“MOU”) with Walt Disney 

Parks and Resorts, Inc. (“Disney”) for the development of a station on Disney property in Orlando.  In 

February 2020, we commenced engineering and design work for the proposed project.  The station and 

related rail infrastructure would provide a direct connection between Disney, the most visited theme park 

destination in the world, and South Florida.  The service would provide a car free travel option to the 126 

million visitors to the state, including the over 20 million annual domestic and international visitors arriving 

into South Florida.  With a seamless connection to our planned station at PortMiami, the busiest cruise port 

in the world, cruise passengers would more conveniently be able to supplement their cruise voyage with a 

visit to Disney theme parks.  The extension of our system from the Orlando airport to the Disney station 

would also serve as the first phase of a potential future connection to Tampa.  Subject to permitting, lease 

negotiations with state agencies for right of way access, as well as negotiation of a definitive agreement with 

Disney, we anticipate opening the Disney station shortly after opening the Orlando airport station.  

Management estimates a Disney station would have rapid ridership adoption to over a million riders 

annually and that ridership would continue to grow strongly as the new travel option is expected to induce 

significant additional trips between South Florida and the theme parks. 

Financings 

On April 18, 2019, we consummated the issuance of $1.75 billion Florida Development Finance Corporation 

Surface Transportation Facility Revenue Bonds (Virgin Trains USA Passenger Rail Project), Series 2019A 

bonds.  This issuance provided funds for the construction of our rail system between Miami and Orlando 

as well as to extinguish the $600 million Florida Development Finance Corporation Surface Transportation 

Facility Revenue Bonds (Brightline Passenger Rail Project – South Segment), Series 2017 bonds. 

On Thursday June 20, 2019, we consummated the issuance of $950 million Florida Development Finance 

Corporation Surface Transportation Facility Revenue Bonds (Virgin Trains USA Passenger Rail 

Project), Series 2019B bonds.  On March 17, 2020, the Scheduled Mandatory Tender Date, we remarketed 

its $950 million Series 2019B Bonds.  Pursuant to the First Supplemental Senior Loan Agreement, the 

FDFC loaned the proceeds from the issuance of the Series 2019B Bonds to us.  The proceeds from the 

Series 2019B Bonds were deposited into the Series 2019B Escrow Reserve Redemption Account in the Debt 

Service Fund and invested in the Escrow Securities.  The Escrow Securities will mature on or before the 

new Scheduled Mandatory Tender Date (June 18, 2020) and are unavailable for use by us before such date.  

The Escrow Securities are direct obligations of the United States of America (or certain agencies 

thereof) and are pledged to secure the payment of the principal and interest of the Series 2019B Bonds.  

The Series 2019B Bonds are not secured by any other assets of the Virgin Trains USA Florida.  

Additionally, on March 18, 2020, in connection with the remarketing of the Series 2019B Bonds, we 

extended the commitment letter described in Note 9 through the new Scheduled Mandatory Tender Date.  
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On December 20, 2019, the United States Court of Appeals for the District of Columbia Circuit affirmed the 

decision of the United States District Court that the private activity bonds (“PABs”) were properly issued 

and that the Federal Railroad Administration (“FRA”) complied with all NEPA requirements with respect 

to the Environmental Impact Statement.  On March 10, 2020, the plaintiffs were granted an extension until 

May 18, 2020 to file a petition for a writ of certiorari with the United States Supreme Court. 

Financial Results 2019 and 2018 

During the year ending on December 31, 2019, we carried a total of 1,012,804 passengers and recognized 

$22.1 million of total revenues, an increase of 75% and 122%, respectively, over the prior year.  Average 

ticket fare was $16.87 for the year and ancillary revenue totaled $5.0 million.  The strong year-over-year 

results are due to the addition of service to Miami in May 2018, the additions to our scheduled service in 

August 2018 and January 2019, as well as the rapid adoption of our service by repeat customers during the 

year. 

Amounts in the following table are in millions of US dollars, except for passenger and per passenger data. 

Year-to-Date December 31, 

2019 2018 Change 

Ridership 1,012,804 579,205 +75%

Average Fare per passenger $16.87 $ 13.45 +25%

Ticket Revenue $  17.1 $    7.8 +119%

Ancillary Revenue $    5.0 $    2.2 +131%

Total Revenue  $  22.1 $  10.0 +122%

Revenue for the year increased to $22.1 million, a 122% increase from the prior year period, primarily due 

to a 75% increase in ridership and higher average fare per passenger.  Labor costs increased 13% to $14.4 

million driven by additional personnel required to staff the additional scheduled train service and support 

continued growth in ridership.  Facilities costs increased by 9% to $10.8 million, primarily due to opening 

our Miami station in May 2018, increased operating costs for our stations following the first year of 

operations at our full service schedule and additional ridership.  Maintenance of way costs are based on our 

cost sharing agreement with the Florida East Coast Railroad (FECR), which uses a formula primarily based 

on ton-miles and train departures and largely in-line with the prior year at $7.5 million.  Fuel costs increased 

by 19% to $2.4 million due to the increased scheduled train frequency and expanded rail network, somewhat 

offset by efficiency improvements implemented in the third quarter of 2018.  Maintenance of equipment 

decreased 19% in 2019 to $7.0 million due to higher initial training costs recognized in the first quarter of 

2018 of $2.5 million, partially offset by higher costs associated with increased scheduled train frequency and 

expanded rail network.  Marketing costs were down 14% from the prior year to $6.7 million due in large 
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part to the campaign timing and cost rationalizations.  Other operating expenses of $5 million, a 46% 

increase, were reflective of the ramp-up of our operations, including food and beverage, information 

technology and variable expenses associated with the increased ridership and revenues in 2019. 

Depreciation and amortization expense increased 25% to $32.8 million primarily as a result of the opening 

of the Miami station in May 2018.  Corporate, general and administrative costs increased 10% to $36.8 

million, primarily driven by property taxes and additional costs associated with our first full year of 

operations.  Expansion costs of $6.7 million include costs related to our Phase 2 Orlando expansion and are  

primarily comprised of leases for the Orlando airport station and required construction lay-down areas.  

Our interest costs increased to $32.7 million due to the issuance of our Series 2019A and 2019B Bonds.  We 

recognized a $48.3 million loss on extinguishment of our Series 2017 Bonds in connection with the issuance 

of our Series 2019A bonds.   

The increase in our total restricted cash to $466.8 million and total investments in marketable securities to 

$1.2 billion as of December 31, 2019 is attributable to the net proceeds from the issuance of our Series 2019A 

and 2019B Bonds.  Our long-term debt increased by approximately $2.1 billion from 2018 due primarily to 

the issuance of the Series 2019A and 2019B bonds as discussed above, net of repayments of the Series 2017 

Bonds and Siemens debt.  Total invested equity of $1,038 million decreased $4.5 million due to our current 

year net loss of $188.9 million substantially offset by $184.4 million of capital contributions from our parent. 

Passenger Ridership, Fare Data and Revenue for the Project 

For the years ended December 31, 2019 and 2018, we operated between Miami and West Palm Beach, 

referred to as the South Segment (the short distance segment). Revenue data for the South Segment in 

millions of US dollars follows.   

2019 2018 

Ridership 

Short distance 

Long distance 

1,012,804 
̶ 

579,205 
̶ 

Fare Revenue 

Short distance 

Long distance  

$ 17.1 
̶ 

$  7.8 
̶ 

Revenues: 

Fare revenue 

Ancillary revenue 

Total Revenue 

$ 17.1 

 5.0 

$ 22.1 

$  7.8 

    2.2 

$ 10.0 
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Debt Service Coverage Data 

Debt service coverage data is based on actual reported results as adjusted for certain non-recurring items 

and other sources of liquidity available to us as of the dates reflected. The financial measures EBITDA, Free 

Cash Flow from Operations, Cash Available for Debt Service and Cash Available After Debt Service are 

supplemental measures of the Company’s operating performance that are not Generally Accepted 

Accounting Principles (GAAP) measures and are defined in the related footnotes. These non-GAAP 

measures have limitations as an analytical tool, are not a measurement of income (loss) from continuing 

operations and/or net income (loss) and should not be considered as an alternative to net income (loss) as a 

measure of operating performance.  

Amounts in the table below are reflected in millions of US dollars. 

1 EBITDA is defined as Net Loss excluding interest, taxes based on income, depreciation and amortization. 

2 Free Cash Flow from Operations is defined as EBITDA adjusted for the loss on extinguishment of debt less 

rolling stock, infrastructure, station and other maintenance capital expenditures and Virgin Trains USA 

rebranding expenditures. 

3 Cash Available for Debt Services is defined as Free Cash Flow from Operations plus Ramp-up Reserve Balance, 

Parent Funding and Incremental Other Debt Borrowing. 

4 Cash Available after Debt Service is defined as Cash Available for Debt Service minus Debt Service, net. The 

Company’s definitions and calculation of these non-GAAP measures may differ from the non-GAAP measures 

or analogous calculations of other companies in the Company’s industry and may limit their usefulness as a 

comparative measure. 

5 Debt Service Coverage equals Cash Available for Debt Service divided by Debt Service, net. 

2019 2018 

EBITDA1 $ (123.4) $ (82.2) 

Loss on Extinguishment of Debt (non-recurring) 48.3 ̶ 

Capital Expenditures (8.1) (0.7) 

Free Cash Flow from Operations2 (83.2) (82.9) 

Funding from Ramp-up Reserve  

Funding from Parent 

15.8 

39.2 

24.0 

103.7 

Cash Available for Debt Service 3 (28.3) 44.9 

Debt Service, net ̶ ̶ 

Cash Available after Debt Service4 (28.3) 44.9 

Debt Service Coverage5 n/a n/a 
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Additional Reporting 

Virgin Trains USA Florida LLC recently reported ridership of 115,109 passengers for the month ending 

January 31, 2020, 109,630 passengers for the month ending February 29 and 47,039 passengers for the month 

ending March 31, 2020.  

January: https://emma.msrb.org/ER1313143-ER1023251-ER1429425.pdf 

February: https://emma.msrb.org/ER1317450-ER1026542-ER1433062.pdf 

March: https://emma.msrb.org/RE1332769-RE1038016-RE1445711.pdf 

Virgin Trains USA Florida LLC recently reported the current status of the North Segment construction 

activity for January, February and March 2020.  

January: https://emma.msrb.org/ER1313145-ER1023252-ER1429426.pdf 

February: https://emma.msrb.org/ER1317455-ER1026545-ER1433065.pdf 

March: https://emma.msrb.org/RE1332773-RE1038018-RE1445715.pdf 

https://emma.msrb.org/ER1313143-ER1023251-ER1429425.pdf
https://emma.msrb.org/ER1317450-ER1026542-ER1433062.pdf
https://emma.msrb.org/RE1332769-RE1038016-RE1445711.pdf
https://emma.msrb.org/ER1313145-ER1023252-ER1429426.pdf
https://emma.msrb.org/ER1317455-ER1026545-ER1433065.pdf
https://emma.msrb.org/RE1332773-RE1038018-RE1445715.pdf
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Report of Independent Auditors

The Board of Directors
Florida East Coast Industries, LLC

We have audited the accompanying financial statements of Virgin Trains USA Florida LLC, which compromise the
balance sheets as of December 31, 2019 and 2018, and the related statements of operations, comprehensive loss,
member’s equity and cash flows for the years then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in conformity with
U.S. generally accepted accounting principles; this includes the design, implementation and maintenance of internal
control relevant to the preparation and fair presentation of financial statements that are free of material misstatement,
whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits
in accordance with auditing standards generally accepted in the United States. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the
auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial statements
in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of Virgin Trains USA Florida LLC at December 31, 2018 and 2019, and the results of its operations and its cash flows
for the years then ended in conformity with U.S. generally accepted accounting principles.

March 18, 2020
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maintenance over the life of the contract at a set price with an established cost escalator. Our monthly service payment
obligations began on January 13, 2018, with the commencement of passenger rail service, and will continue over the term of
the contract. We recognized approximately $6.0 million and $8.1 million for the years ended December 31, 2019 and 2018,
respectively, as a component of Maintenance of equipment in our statements of operations.

Off-Balance Sheet Arrangements

We have outstanding undrawn irrevocable letters of credit commitments, fully collateralized by restricted cash, with an
aggregate face amount of $10.0 million as of December 31, 2019 and 2018.

Contractual Obligations

In the normal course of business, we enter into contracts and commitments that obligate us to make payments in the future.
The table below summarizes our obligations for indebtedness, purchase, lease, and other contractual obligations as of December
31, 2019.

(Dollars in thousands)  2020 2021 2022 2023 2024 Thereafter Total
Total debt (long-term and current
portion)………...............................…. $  - $  - $  - $  - $  - $2,700,000 $2,700,000

Interest on total debt(1)......................... 143,749 174,250 174,250 174,250 174,250 2,953,217 3,793,966

Lease commitments and other
obligations(2)…………….................... 10,272 10,234 10,241 9,236 9,258 253,670 302,911

Service agreements(3)………………... 8,893 18,302 14,694 16,632 15,436 120,043 194,000

Total………………….………...… $162,914 $202,786 $199,185 $200,118 $198,944 $6,026,930 $6,990,877

(1) Reflects interest on our debt instruments as of December 31, 2019 at interest rates and maturity terms detailed in Note 9. Additionally, with regards
to the commitment letter on the Series 2019B Bonds discussed in Note 9, if purchases were to occur pursuant to this arrangement, there would be
certain incremental contingent transaction fees owed at that time.

(2) Represents future minimum lease payments under non-cancelable operating leases for office space, parking garages, equipment, our passenger rail
rights-of-way leased from governmental agencies, including those commencing after December 31, 2019, as well other operating obligations.
Additionally, in April 2019, the executed lease agreement with GOAA related to the North Segment became effective upon satisfaction of all
escrow conditions. Consequently, such future minimum non-cancelable lease payments pursuant to that lease agreement with GOAA are included
herein.

(3) In June 2018, we amended our 30-year equipment maintenance service agreement with Siemens to attribute services between our North and South
Segment, as well as enable us to terminate the contract at any time throughout the term of the agreement, subject to a 90-day written notice and
payment of penalties of $5.0 million in 2019 and declining to $1.0 million in 2042 and $0.0 million in 2048. Also, amount includes certain
minimum payments related to our reservation booking system.

Note 12.   Subsequent Events

We have evaluated subsequent events through March 18, 2020, the date on which these financial statements were
available to be issued.

On March 17, 2020, the Scheduled Mandatory Tender Date, the Company remarketed its $950 million Series 2019B Bonds.
Pursuant to the First Supplemental Senior Loan Agreement, the FDFC loaned the proceeds from the issuance of the Series 2019B
Bonds to the Company. The proceeds from the Series 2019B Bonds were deposited into the Series 2019B Escrow Reserve
Redemption Account in the Debt Service Fund and invested in the Escrow Securities. The Escrow Securities will mature on or
before the new Scheduled Mandatory Tender Date (June 18, 2020) and are unavailable for use by the Company before such date.
The Escrow Securities are direct obligations of the United States of America (or certain agencies thereof) and are pledged to
secure the payment of the principal and interest of the Series 2019B Bonds. The Series 2019B Bonds are not secured by any
other assets of the Company. Additionally, on March 18, 2020, in connection with the remarketing of the Series 2019B Bonds,
we extended the commitment letter described in Note 9 through the new Scheduled Mandatory Tender Date.
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