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registration by virtue of being credit enhanced or issued exclusively to "accredited investors" as 
such term is defined under Sections 3(b) and (4)(2) of the Federal Securities Act of 1933. This 
will ensure that appropriate development risk associated with current and future development 
within VDW remains with the Developer until such time as the assessed valuation within the 
Districts is sufficient to support the debt service requirements of the Districts with the imposition 
of the maximum allowable Mill Levy Cap. It is anticipated that the initial funding for both 
capital and ongoing administrative requirements of the Districts will be provided by the 
Developer in the form of advances in exchange for bonds or for promissory notes, short-term 
reimbursement agreements or other acceptable agreements, which will provide for repayment to 
the Developer from general obligation bond proceeds or other legally available sources of 
revenue, and refinancing of the same shall not require prior City approval, except that prior to the 
issuance of any such bonds, the City Attorney shall receive the opinion of nationally recognized 
bond counsel required by Section VII.B hereof. Interest shall not be allowed on such repayment 
obligation to the Developer unless the assessed valuation in the Districts generates sufficient 
cash flow to pay all such interest annually. Such interest may not compound. The initial debt of 
the District shall be borne by the Developer until of the following events occurs: 

(i) the debt is publicly remarketed to third parties with sufficient credit enhancement 
by the Developer to ensure that debt service requirements will be met; 

(ii) the debt is remarketed to third-party accredited investors willing to accept the risk 
of development associated with the debt; 

(iii) the debt is publicly marketed (or bonds issued) at such time as the assessed 
valuation within the Financing District has reached a level that, with the 
imposition of the Mill Levy Cap, is sufficient to generate revenues which fully 
cover the Districts' debt service obligations. 

The District shall not accelerate payment of the principal of any bonds or other financial 
obligations of the District, except the District is authorized to accelerate payment of credit 
enhanced bonds or obligations, provided that the credit-enhancer shall be responsible for 
payment on such accelerated bonds or obligations. 

In addition to revenues from the Districts' mill levy, the Districts may receive revenue 
from specific ownership taxes, Developer advances, interest income, oversizing and 
reimbursement agreements with the City, and other sources. The Districts shall have the 
authority to use all available revenues in any legally permissible manner. 

D. Security for Debt. The Districts shall not pledge any revenue or property or other 
assets of the City as security for the indebtedness set forth in the Financial Plan of the proposed 
Districts. 

E. Refinancing of District Debt. Notwithstanding any provision of state statute to 
the contrary, the Districts shall not extend the final maturity or increase the total debt service of 
any District debt through ·refinancing or any other method without the prior approval of the City 
Council, following a public hearing thereon. Notwithstanding the foregoing, such prior approval 
need not be obtained where the refunding or restructuring of general obligation debt of the 
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Districts is being undertaken for the purpose of preventing or averting default or terminating a 
condition of default. 

F. Filings with City and Quinquennial Review. 

(i) The Districts shall file with the City the following information and 
documents promptly after they become available in their final, executed form: 

(a) Audited financial statements of the District; 
(b) Annual Budget of the District; 
( c) Construction Contracts; 
( d) Intergovernmental Agreements; 
(e) Resolutions regarding issuance of bonds or other financial obligations, 

including relevant financing documents, credit agreements and official 
statements. 

(ii) Pursuant to§ 32-1-1101.5, at the City's request, the Districts shall submit application 
for a quinquennial finding of reasonable diligence in every fifth calendar year after the calendar 
year in which the Districts' ballot issue to incur general obligation indebtedness was approved by 
its electors. In the event that the City determines that a public hearing is necessary on such 
application, such hearing shall be held in accordance with § 32-l-l 101.5(2)(a) and a 
determination for continuation of the authority of the boards of the Districts to issue any 
remaining authorized general obligation debt shall be made at that time. At the City's sole 
discretion, the Districts shall pay an administrative fee for any review required by City under this 
Section. · 

The Financing Plan demonstrates one method that might be used by the Districts to fimmce 
the cost of infrastructure. Due to the support expected to be received from the Developer, the 
Financing Plan demonstrates that the cost of infrastructure described herein can be provided with 
reasonable mill levies assuming reasonable increases in assessed valuation and assuming the rate of 
build-out estimated in the Financing Plan. 

G. Other Financial Information 

The balance of the information contained in this Article VII is preliminary in nature. 
Upon approval of this Service Plan, the Districts will continue to develop and refine cost 
estimates contained herein and prepare for bond issues. All cost estimates will be inflated to 
then-current dollars at the time of bond issuance and construction. All construction cost 
estimates assume construction to applicable local, state or federal requirements. 

In addition to ad valorem property taxes, and in order to offset the expenses of the 
anticipated construction as well as operations and maintenance, the Districts will also rely upon 
various other revenue sources authorized by law. These will include the power to assess fees, 
rates, tolls, penalties, or charges as provided in § 32-1-1001 (l), C.R.S., as amended from time to 
time. It is anticipated that a system of user charges may also be established for any recreation 
improvements and other improvements not owned and operated by the City. 
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( The Financing Plan does not project any significant accumulation of fund balances which 
might represent receipt of revenues in excess of expenditures under the TABOR Amendment. To 
the extent annual District revenues exceed expenditures in this manner, the Districts will comply 
with the provisions of TABOR and either refund the excess or obtain voter approval. to retain 
such amounts. Initial spending and revenue limits of the Districts, as well as mill levies, will be 
established by elections which satisfy TABOR requirements. In the discretion of the boards of 
directors, the Districts may set up other qualifying entities to manage, fund, construct and 
operate facilities, services, and programs. To the extent allowed by law, any entity created by 
the Districts will remain under the control of its boards of directors. 

The estimated costs of the facilities and improvements to be constructed and installed by 
the Districts, including the costs of engineering services, legal services, administrative services, 
initial proposed indebtedness, and other major expenses related to the facilities and 
improvements to be constructed and installed, are set forth in Exhibit D of this Service Plan. The 
maximum net effective interest rate on bonds shall be twelve (12%) percent. The proposed 
maximum underwriting discount shall be five percent (5%). The general obligation bonds, when 
issued, shall mature not more than thirty (30) years from date of issuance, and the first maturity 
shall be not later than three (3) years from the date of its issuance, as required by statute. The 
estimated costs of the organization and initial operation of the Districts through December 31, 
2002 including legal, engineering, administrative and financial services, are expected to be 
approximately $75,000. Organizational costs will be reimbursed to the Developer by the 
Districts out of their initial revenue sources including bond issue proceeds. The timing of 
issuance of bonds, as set forth in Exhibit E hereto, may be adjusted from time to time except that 
the Districts may not issue any bonds after July 1, 2012 except with the prior approval of the 
City Council as evidenced by a resolution after a public hearing thereon, and any attempted 
issuance in violation of this provision shall be deemed a material departure from the Service 
Plan. 

H. Enterprises. The Districts' Boards of Directors may not set up enterprises to 
manage, fund and operate such facilities, services and programs as may qualify for enterprise 
status using the procedures and criteria provided by Article X , Section 20, Colorado State 
Constitution without the prior written consent of the City. To the extent provided by law, any 
enterprise created by the Districts will remain under the control of the Boards of Directors of the 
Districts. Additionally, the Districts and the Boards may not establish 63-20 Corporations 
without the prior written consent of the City. 

I. Conservation Trust Fund. The District shall claim no entitlement to funds from 
the Conservation Trust Fund, the Great Outdoor Colorado Fund or any other grant moneys for 
which the City may be eligible, without the prior written consent of the City. 

J. Elections: Other Requirements 

All elections will be conducted as provided by the Uniform Election Code of 1992 (as 
amended) and the TABOR Amendment. The election questions may include TABOR Amendment 
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( ballot questions. Thus, the ballot may deal with the following topics (in several questions, but not 
necessarily using the exact divisions shown here): 

1. Approval of new taxes, 

2. Approval of maximwn operational mill levies, 

3. Approval of bond and other indebtedness limits, 

4. Approval of property tax revenue limitations, 

5. Approval of total revenue limits, and 

6. Approval of a four-year delay in voting on ballot issues. 

. Ballot issues may be consolidated as approved in Court orders. The City should be 
assured that the Districts intend to follow both the letter and the spirit of the Special District Act, the 
Uniform Election Code of 1992, and the TABOR Amendment and any City requirements. Future 
elections to comply with the TABOR Amendment are anticipated, and may be held as determined 
by the elected boards of directors of the Districts. 

VIlI. CONCLUSIONS 

It is submitted that this Service Plan for VDW Metropolitan District Nos. 1, 2 and 3 as 
required by § 32-1-203(2), C.R.S., has established that: 

1. There is sufficient existing and projected need for organized service in the 
area to be served by the Districts; 

2. The existing service in the area to be served by the Districts is inadequate for 
present and projected needs; 

3. The Districts are capable of providing economical and sufficient service to 
the area within their boundaries; 

4. The area included in the Districts will have the financial ability to discharge 
the proposed indebtedness on a reasonable basis; . 

5. Adequate service is not, and will not be, available to the area through the 
City, or other existing municipal or quasi-municipal corporations, including existing special 
districts, within a reasonable time and on a comparable basis; 

6. The facility and service standards of the Districts are compatible with the 
facility and service standards of the City within which the Districts are to be located; 
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7. The proposal is in substantial compliance with a master plan adopted by the 
City pursuant to § 31-23-206, C.R.S.; 

8. The proposal is in compliance with any duly adopted county, regional, or 
state long-range water quality management plan for the area; and 

9. The ongoing existence of the Districts is in the best interests of the area 
proposed to be sezved. 

Therefore, it is requested that the City Council of the City, which has jurisdiction to approve this 
Service Plan by virtue of § 32-1-204.5, et ~ .. C.R.S., as amended, adopt a resolution which 
approves this "Consolidated Service Plan for VDW Metropolitan District Nos. 1, 2 and 3, Larimer 
County, Colorado" as submitted. 

VOW\SPLAN\AAEJ442030702 
0605.0003 

Respectfully submitted, 

By:~~~~~~~~~~~-r~.....,.._~~--
Alysse A. Emery 
White and Associates Profession rporation 
Counsel to Proponents of the Districts 
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