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Fitch Downgrades Cordillera Metro District's (CO) GOs to 'A-'; Outlook Revised to Negative 

AUSTIN, Texas--(BUSINESS WIRE)--In the course of routine surveillance, Fitch Ratings has taken the following action on 

Cordillera Metropolitan District, Colorado's (the district) general obligation (GO) bonds: 

--$15.4 million outstanding GO bonds, series 2002, 2003, and 2006A downgraded to 'A-' from 'A'. 

The Rating Outlook is revised to Negative from Stable. 

RATING RATIONALE: 

--The rating downgrade reflects the precipitous drop in assessed valuation, the financial uncertainties of the Club at Cordillera -

the community's privately operated golf club (the Club) and primary amenity - and the increased risk associated with the lawsuit 
filed against the Cordillera Property Owners Association (CPOA), which provides the district with significant operating and 
financial support. 

--The Negative Outlook reflects the possibility that the issues related to the Club and the CPOA could have long-term negative 

effects upon the district's tax base and financial operations. 

--The district's tax base consists primarily of high-end second homes located within the Greater Vail Valley and benefits from 
amenity of the Club and its proximity to the Vail and Beaver Creek ski resorts. 

--District financial operations are limited but satisfactory, characterized by adequate reserves and liquidity. 

--Debt levels are high relative to operations but payout is very rapid. 

WHAT COULD TRIGGER A DOWNGRADE? 

--Erosion in district financial performance would be a significant credit consideration. 

--Ongoing impairment or permanent impairment to operations of the Club would reduce the attractiveness of the area. 

--Ongoing declines in the district's tax base would be viewed negatively. 

SECURITY: 

The district represents a 2003 consolidation of the original district and the Cordillera Mountain Metropolitan District. The bonds 
are general obligations of the consolidated district for which a property tax without limit or amount may be levied on all taxable 

property within the original district for the payment of debt service. 

CREDIT SUMMARY: 
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The district is an affluent residential golf community located in the Greater Vail Valley. Formed in 1993, Cordillera experienced 
relatively rapid development during the 1990s and 2000s as wealthy second-home buyers were attracted by the district's high-
quality amenities and proximity to the Vail and Beaver Creek resorts. This led to soaring tax base growth during the mid-2000s 
as a product of the housing bubble; taxable values increased by over 30% between 2007 and 2010. However, more recently, 

the district has experienced a precipitous drop in area home values as reflected in a nearly 30% decline in the district's 2012 
tax base according to preliminary assessment data. The valuation collapse wipes out all of the district's tax base gains since 
2007. Despite the decline, a 2003 voter-approved measure allows the district to adjust its operating tax levy to generate a 
similar level of property tax revenues as the year before. While this mitigates some concern of future tax base value declines, 

Fitch is concerned that continued tax base declines could lead to an increase in foreclosure rates, which have been relatively 
low to date. 

Ongoing financial troubles at the district's private golf club, one of the community's primary selling points, have led to the Club 
announcing last week that it would not be opening two of its three world class golf courses this season and was terminating 

approximately 40 of its staff. In addition, the Club has filed a $96.5 million lawsuit against certain parties, including the CPOA, 
for allegedly contributing to the Club's financial problems. CPOA represents the interests of area property owners and works 
closely with district officials on issues which concern the community. Fitch believes that the Club's financial troubles, the 

litigation and the negative publicity associated with these issues, if unresolved, will have a chilling effect upon district property 
values in an already poor real estate market. Furthermore, the litigation could put at risk CPOA's ability to provide the district 
with funding support, which accounted for about 7% of district revenues in fiscal 2010. 

District financial operations are limited, but reserve levels are healthy as demonstrated by a fiscal 2010 unreserved general 

fund balance to expenditures ratio of 26%. Approximately 70% of general fund revenues are derived from property taxes while 
24% is received from district service charges, mostly composed of payments to the district from the CPOA for administrative 
services. Liquidity levels are sufficient to cover about six months of general fund operating costs. 

Debt levels are very high on a per capita basis given the district's permanent population of only about 150, but are modest 

when compared with the district's extensive tax base as indicated by direct debt to full value of 2.9%. Amortization is very rapid 
with nearly 93% of principal retired within 10 years. District voters recently approved a $15 million bond authorization to be 
utilized solely as a last resort to purchase the assets of the Club in the event no other viable alternatives present themselves. 
The district has no long-term liabilities related to its retired employees, as the district participates in a defined contribution 

pension plan and does not provide retiree health care benefits. 

Additional information is available at 'www.fitchratings.com' 

In addition to the sources of information identified in the Tax-Supported Rating Criteria, this action was additionally informed by 
information from Creditscope, University Financial Associates, LoanPerformance, Inc., and IHS Global Insight. 

Applicable Criteria and Related Research: 

'Tax-Supported Rating Criteria', dated Aug. 16, 2010. 

'U.S. Local Government Tax-Supported Rating Criteria', dated Oct. 8, 2010. 

For information on Build America Bonds, visit www.fitchratings.com/BABs. 

Applicable Criteria and Related Research: 

Tax-Supported Rating Criteria 

http://www.fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=548605

U.S. Local Government Tax-Supported Rating Criteria 

http://www.fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=564566
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ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ THESE 
LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK: 
HTTP://FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN ADDITION, RATING DEFINITIONS AND THE 
TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEBSITE 

'WWW.FITCHRATINGS.COM'. PUBLISHED RATINGS, CRITERIA AND METHODOLOGIES ARE AVAILABLE FROM THIS 
SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFILIATE 
FIREWALL, COMPLIANCE AND OTHER RELEVANT POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM THE 
'CODE OF CONDUCT' SECTION OF THIS SITE. 
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