
   

  

MEMORANDUM 

Date: August 14, 2018 

To: Board of Directors, Willow Brook Metropolitan District 

From: Michael Persichitte, RBC Capital Markets 

Re: Water & Road Improvement Project – Bond Issuance Options 
 
RBC Capital Markets, LLC (RBC) appreciates the opportunity to put forward our structuring options for the Willow 
Brook Metropolitan District (the “District”). The following memo outlines our assumptions in developing the 
financing model for the public infrastructure and the potential financing options available.  We have developed a 
financial model and structuring options based on our understanding of the project for the construction of the water 
facilities and potential paving of the roads. Our model includes the available debt capacity for the project based 
upon the assessed value of the District not going above a 50% debt to assessed value threshold.  We have also 
provided the debt capacity available for the District based on the existing capital mill levy that generates 
approximately $140,000 per year in revenues. 
 
Our approach is to provide a plan of finance that takes into consideration the needs, resources and the specific 
requirements of this project given the resources of the District.   
 
Plan of Finance Options: Unlimited Tax General Obligation Bonds 
Based on our initial discussions with the District we have prepared a model which outlines the options available 
depending on the total cost of the project and the mill levy of the District.  We have put together our analysis with 
the assumption that the District will issue bonds subject to a November election.  The bonds will be issued as 
unlimited tax general obligation bonds. The unlimited tax GO pledge most often provided by Colorado Districts is 
a contractual “full-faith-and-credit pledge,” including an explicit obligation to levy an unlimited ad valorem (based 
on the value of property) property tax to pay debt service.  The District will set the levy to match the debt service 
owed in any given year on the bonds. From a practical perspective, there is an economic limit on the level of 
taxation that a municipality's tax base can bear.  Our analysis shows the amount of debt the District can bear 
given the current capital mill levy and the amount the mill levy would need to increase to max out the debt 
capacity.  

Below is a quick summary of the key assumptions in our model:    

Current District Property Tax Assumptions  

 

 

 

 

Metropolitan District Property Tax Levy  
Current Capital Mill Levy 25.700 
Current Capital Mill Levy Revenue $140,000 
District Assessed Value (2018 Collections) $5,447,350 
Average Home Value $1,401,067 
Total Number of Homes 54 
Residential Assessment Rate 7.20% 
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Series 2019 Bond Issuance  

As outlined below we have modeled three different maturities in 10, 20 and 30 years for the total term of the debt 
to show the changes in debt capacity as compared to the mill levy impact.  The key items to review under the 
current mill levy is the ‘Estimated Proceeds’ available under each scenario.  This ranges from $1.07 million to 
$1.84 million depending on the term. The maximum debt capacity of the District results in $2.725 million which 
amounts to 50% of the total assessed valuation.  To maximize the debt capacity the capital mill levy would need 
to increase 10.0 – 33.9 mills depending on the term of the bonds. 

 

Sample Ballot Language 

Below is some sample ballot language that would mirror what the Board of Directors would approve to be voted 
on by District residents.  The District’s legal counsel will prepare the final language based upon the approved 
project and financial plan. 

SHALL WILLOW BROOK METROPOLITAN DISTRICT DEBT BE INCREASED UP TO $______ 
MILLION, WITH A MAXIMUM REPAYMENT COST OF UP TO $___ MILLION, AND SHALL DISTRICT 
TAXES BE INCREASED UP TO $____ MILLION ANNUALLY FOR THE PURPOSE OF FINANCING THE 
COSTS OF PROVIDING WATER AND ROAD IMPROVEMENTS, SUCH DEBT TO CONSIST OF THE 
ISSUANCE AND PAYMENT OF GENERAL OBLIGATION BONDS OR SIMILAR DEBT OBLIGATIONS 
WHICH SHALL BEAR INTEREST AT A MAXIMUM NET EFFECTIVE INTEREST RATE NOT TO 
EXCEED ____% PER ANNUM AND BE ISSUED, DATED AND SOLD AT SUCH TIME OR TIMES, AT 
SUCH PRICES (AT, ABOVE OR BELOW PAR) AND IN SUCH MANNER AND CONTAINING SUCH 
TERMS, NOT INCONSISTENT HEREWITH, AS THE BOARD OF DIRECTORS MAY DETERMINE; AND 
SHALL AD VALOREM PROPERTY TAXES BE LEVIED WITHOUT LIMIT AS TO THE MILL RATE TO 
GENERATE AN AMOUNT SUFFICIENT IN EACH YEAR TO PAY THE PRINCIPAL OF, PREMIUM IF 
ANY, AND INTEREST ON SUCH DEBT; AND SHALL ANY EARNINGS FROM THE INVESTMENT OF 
THE PROCEEDS OF SUCH TAXES AND DEBT (REGARDLESS OF AMOUNT) CONSTITUTE VOTER-
APPROVED REVENUE CHANGES WITHIN THE MEANING OF ARTICLE X, SECTION 20 OF THE 
COLORADO CONSTITUTION? 

Direct Placement vs. Traditional Bonds 

In today’s market there is the availability of two different financing paths; a bank direct placement or traditional 
bond public offering. The bank direct placement has grown significantly as local and regional banks have 
tightened their lending standards for corporate borrowers but still have excess capital available to lend.  This has 
resulted in many banks looking to the safety of the municipal market for loans.    In order to find the lower interest 
cost for the issuance, a dual-track process approach should be used to compare the results of the bank bids to 
the public bond market to compare pricing. The dual track process involves distributing a term sheet to 
commercial banks, receiving the bids back, then comparing those bids to interest rates the District could obtain 
through a public offering. This allows for us to have a market comparison between the two financing methods and 
choose the path which provides the lower overall borrowing cost. 

10 Years 20 Years 30 Years 10 Years 20 Years 30 Years

Par Amount 1,175,000       1,775,000     1,940,000      2,725,000 2,725,000  2,725,000  
COI 100,000          100,000        100,000         100,000     100,000     100,000     
Estimated Proceeds 1,075,000       1,675,000     1,840,000      2,625,000 2,625,000  2,625,000  
Estimate Interest Rate 5.0% 5.5% 6.0% 5.0% 5.5% 6.0%
Final Term 12/01/2029 12/01/2039 12/01/2049 12/01/2029 12/01/2039 12/01/2049

Avg. Annual Debt Service 136,605          137,622        138,901         324,868     220,278     194,548     
Total Principal & Interest 1,502,665       2,890,072     4,304,830      3,573,552 4,625,857  6,032,562  

Anticipated Mill Levy 25.7                 25.7               25.7                59.6            40.4            35.7            
Current Capital Mill Levy 25.7                 25.7               25.7                25.7            25.7            25.7            
Difference 0.0 0.0 0.0 33.9 14.7 10.0

Cost Per $500,000 Home Value -                      -                    -                     1,222$       531$           361$           
Cost Per $1,000,000 Home Value -                      -                    -                     2,444$       1,061$       721$           

Max Debt CapacityCurrent Capital Mill Levy

R e s u l t s  a r e  p r e l i m i n a r y  a n d  s u b j e c t  t o  c h a n g e .  



Disclosure of Role 
RBC Capital Markets, LLC (“RBCCM”) is providing the information contained in this document for discussion purposes only in anticipation of 
serving as underwriter to the Recipient of this presentation (the “Recipient”). The primary role of RBCCM, as an underwriter, is to purchase 
securities, for resale to investors, in an arm’s-length commercial transaction between the Recipient and RBCCM and that RBCCM has 
financial and other interests that differ from those of the Recipient. RBCCM is not acting as a municipal advisor, financial advisor or fiduciary to 
the Recipient or any other person or entity. The information provided is not intended to be and should not be construed as “advice” within the 
meaning of Section 15B of the Securities Exchange Act of 1934. The Recipient should consult with its own financial and/or municipal, legal, 
accounting, tax and other advisors, as applicable, to the extent it deems appropriate. If the Recipient would like a municipal advisor in this 
transaction that has legal fiduciary duties to the Recipient, then the Recipient is free to engage a municipal advisor to serve in that capacity. 

Disclaimer 
This memo was prepared exclusively for the benefit of and internal use by the Recipient for the purpose of considering the transaction or 
transactions contemplated herein.  This presentation is confidential and proprietary to RBC Capital Markets, LLC (“RBCCM”) and may not be 
disclosed, reproduced, distributed or used for any other purpose by the Recipient without RBCCM’s express written consent. 

By acceptance of these materials, and notwithstanding any other express or implied agreement, arrangement, or understanding to the 
contrary, RBCCM, its affiliates and the Recipient agree that the Recipient (and its employees, representatives, and other agents) may disclose 
to any and all persons, without limitation of any kind from the commencement of discussions, the tax treatment, structure or strategy of the 
transaction and any fact that may be relevant to understanding such treatment, structure or strategy, and all materials of any kind (including 
opinions or other tax analyses) that are provided to the Recipient relating to such tax treatment, structure, or strategy. 

The information and any analyses contained in this presentation are taken from, or based upon, information obtained from the Recipient or 
from publicly available sources, the completeness and accuracy of which has not been independently verified, and cannot be assured by 
RBCCM.  The information and any analyses in these materials reflect prevailing conditions and RBCCM’s views as of this date, all of which 
are subject to change. 

To the extent projections and financial analyses are set forth herein, they may be based on estimated financial performance prepared by or in 
consultation with the Recipient and are intended only to suggest reasonable ranges of results.  The printed presentation is incomplete without 
reference to the oral presentation or other written materials that supplement it. 

IRS Circular 20 Disclosure: RBCCM and its affiliates do not provide tax advice and nothing contained herein should be construed as tax 
advice.  Any discussion of U.S. tax matters contained herein (including any attachments) (i) was not intended or written to be used, and cannot 
be used, by you for the purpose of avoiding tax penalties; and (ii) was written in connection with the promotion or marketing of the matters 
addressed herein.  Accordingly, you should seek advice based upon your particular circumstances from an independent tax advisor. 

R e s u l t s  a r e  p r e l i m i n a r y  a n d  s u b j e c t  t o  c h a n g e .  
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