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Request for Information 

 

The Kirkwood Meadows Public Utility District’s Energy Finance Committee (EFC)1 is 
issuing a Request For Information regarding future municipal financing needs for the 
electricity and propane services that will start operations in July 2011. 

The District has two specific financing needs that may be combined or kept separate. The 
first is a take out financing of $22 million to replace the two-year BAN completed in May 
2011 ($3.3 million is a taxable BAN and $18.8 million is tax-exempt). The BAN 
provided funds to complete the local powerhouse, buy the assets of Mountain Utilities 
(the former investor-owned provider of electric and propane services) and to refinance 
other debt and development costs of the District (collective called the “in-valley” 
project). The BAN has a call option beginning in June 1, 2012. The Official Statement for 
the offering can be found at 
www.royceprinting.com/.../2011FOS/05_23_11_KirkwoodMeadowsFOS.pdf. 

The second financing is to fund construction of a power line connecting Kirkwood to the 
electric grid at Salt Springs (“out-valley” project). The estimated amount is $35 million. 
The earliest the funds will be needed is April 2012. The District would like to start 
construction no later than Spring 2013. The timing is dependent on permitting, receiving 
competitive bids for engineering, procurement and construction and securing affordable 
financing. Any of these issues could cause a delay beyond Spring 2013 although we do 
not anticipate such a delay. 

The District has applied for loans under the USDA Rural Utility Service (RUS) program 
(www.rurdev.usda.gov/Utilities_LP.html). RUS may provide a loan for the “out-valley” 
project. They may also provide a loan for some or all of the “in-valley” takeout financing. 
RUS loans are not available as construction loans but only debt post-construction. 

The EFC is soliciting information and advice from prospective underwriters concerning 
the overall strategy of the two financings, how to achieve a rated municipal bond and 
timing of the activities. The EFC is evaluating the following scenarios: 

1. 100% RUS financing: Under this scenario, RUS would provide financing to 
cover both projects. RUS financing could consist of either a 7 year amortizing 
loan that is refinanced when due or a long-term amortizing loan with no 
additional financing anticipated. The District would still need a construction loan 
for the out-valley project. 

2. RUS - MUNI combination: Under this scenario, RUS would provide “take-out” 
financing for completed construction of the out-valley and the refinance of in-

                                                
1 The EFC consists of representatives from the KMPUD Board, members of the community and the 
Kirkwood Mountain Resort. Our charter is to make financial recommendations to the KMPUD Board 
finance committee. 
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valley would occur through a municipal bond on a separate timetable. The District 
would still need a construction loan for out-valley. 

3. Municipal only: Under this scenario, there is no RUS financing and the District 
would finance both projects through municipal bonds. There are two scenarios: 
 
(3A) – The in-valley and out-valley bonds are combined into a single offering. 
This would be the case if we can secure rated long-term bonds for both projects 
and the out-valley is in a position to start construction no later than April 2013. 
This financing needs to address “completion risk” associated with the out-valley 
project. 
 
(3B) – The in-valley and out-valley are done separately. The in-valley is done 
as soon as possible to take advantage of the call option in the 2011 BANs. It must 
be completed no later than May 2013. The out-valley is done when the project is 
ready and is financed either through a BAN replaced by a long-term financing or 
long-term financing. The out-valley project is dependent on the District’s ability 
to get affordable financing. 

Securing affordable long-term municipal financing is essential to the success of both 
projects. The District is prepared to pledge the following: 

1. Pledge electricity and propane revenues to debt service. 

2. Set rates sufficient to collect 120% of annual debt service. 

3. Use a debt service reserve fund (“DSRF”) to hold 12 months debt service. The 
fund is replenished from revenues if needed. 

4. Establish a “stand-by” property tax assessment that is triggered if there is a major 
customer non-payment that cannot be resolved in a timely manner. The District 
would use this mechanism to collect a non-payment through property taxes in 
order to assure priority of sufficient funds to make timely debt service payments 
and replenish the DSRF. 

The EFC is also seeking advice on (1) language to place on a ballot for voters to approve 
stand-by property tax assessments, (2) which rating agencies to approach and the timing, 
(3) the best structures to achieve an investment grade rating, (4) other financing options 
that reduce our cost of capital, (5) examining the operations including the utility rate 
structures to insure the best bond rating, (6) options for out-valley construction loans, i.e. 
BAN or bank. 


