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SPECIAL

1. Call meeting to order

2. Roll call of membership

3. Approval of minutes from previous meeting

18-0141 ARA Minutes from 1-10-18 

ARA Minutes 1-10-18.pdfAttachments:

4. Public Hearings/Appearances

18-0144 John Mehan with Robert W. Baird and Company, on a potential funding 

option for the Fox Cities Exhibition Center

5. Action Items

18-0145 Resolution rescinding prior action regarding financing for the Fox Cities 

Exhibition Center

ARA 2018 FCEC-Resolution Rescinding Prior Action.pdf

Resolution 17-1067 ARA as Conduit Issuer FCEC Construction.pdf

Attachments:

18-0142 Resolution approving a proposal for the issuance of bonds to finance the 

Fox Cities Exhibition Center

ARA 2018 FCEC-Resolution Approving Proposal for Bond Issuance.pdf

Baird FCEC Presentation 1-8-18.pdf

Room Tax Collections.pdf

FCEC Financing Comparison Memo 011518.pdf

FRED Graph.pdf

Private Placement Bonds.pdf

Summary Sheet 10.26.17.pdf

Attachments:

6. Information Items
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7. Adjournment

Notice is hereby given that a quorum of the Common Council may be present during this 

meeting, although no Council action will be taken.

Any questions about items on this meeting are to be directed to Karen Harkness, 

Director, Community and Economic Development Department at 920-832-6468.

Reasonable Accommodations for Persons with Disabilities will be made upon Request 

and if Feasible.
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Appleton, WI  54911-4799
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City of Appleton

Meeting Minutes - Final

Appleton Redevelopment Authority

10:00 AM Council Chambers, 6th FloorWednesday, January 10, 2018

Call meeting to order1.

Meeting called to order at 10:00 a.m.

Roll call of membership2.

Higgins, Van Dyke, Downs, Siebers, Fisher, Brokl and WoodfordPresent: 7 - 

Others present:

Tony Saucerman, Finance Director

Alderperson Kathleen Plank, District #7

Alderperson Patti Coenen, District #11

Jordan Helein, 70 River Drive

Gavin Schreiber, 2 Reid Court

Jack Balster, W4927 Harrison Road, Hilbert

Mike Lokensgard, 1053 E. Nawada Street

Jeff Jirschele, 3319 S. Scarlet Oak Lane

Approval of minutes from previous meeting3.

18-0035 ARA Minutes from 12-13-17

ARA Minutes 12-13-17.pdfAttachments:

Siebers moved, seconded by Fisher, that the Minutes be approved. Roll Call. 

Motion carried by the following vote:

Aye: Higgins, Van Dyke, Downs, Siebers, Fisher, Brokl and Woodford7 - 

Public Hearings/Appearances4.

Action Items5.
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18-0044 Request to approve short-term 0% interest loan not to exceed 

$31,000,000 from the City of Appleton for the construction of the Fox 

Cities Exhibition Center to be repaid upon ARA's closing of long-term 

financing for the project which is anticipated in early 2018

ARA - FCEC Financing - City Loan 2018.pdfAttachments:

Fisher moved, seconded by Higgins, that the Report Action Item be approved. 

Roll Call. Motion carried by the following vote:

Aye: Higgins, Van Dyke, Downs, Siebers, Fisher, Brokl and Woodford7 - 

18-0036 Request to approve re-appointments to the ARA Exhibition Center 

Advisory Committee

Memo re ARA EC Advisory Committee Re-Appointments.pdf

ARA Advisory Committee Creation Document-Approved by 

ARA-12-3-14.pdf

ARA Exhibition Center Advisory Committee 2016 Appointments-Aug 

2017.pdf

Attachments:

Fisher moved, seconded by Siebers, that the Report Action Item be approved. 

Roll Call. Motion carried by the following vote:

Aye: Higgins, Van Dyke, Downs, Siebers, Fisher, Brokl and Woodford7 - 

Information Items6.

18-0037 Report on meeting of ARA Exhibition Center Advisory Committee held on 

January 3, 2018

ARA Exhibition Center Advisory Committee Minutes 1-3-18.pdfAttachments:

This Presentation was presented.

18-0043 Update on 222 N. Oneida Street

This Presentation was presented and discussed.

Adjournment7.

Fisher moved, seconded by Woodford, that the meeting be adjourned at 10:31 

a.m. Roll Call. Motion carried by the following vote:

Aye: Higgins, Van Dyke, Downs, Siebers, Fisher, Brokl and Woodford7 - 
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REDEVELOPMENT AUTHORITY 

OF THE 

CITY OF APPLETON, WISCONSIN 

January 31, 2018 Resolution No. ___________ 

 

RESOLUTION RESCINDING PRIOR ACTION 

REGARDING FINANCING FOR THE 

FOX CITIES EXHIBITION CENTER 

 

WHEREAS, pursuant to an Exhibition Center Cooperation Agreement, dated as of 

November 24, 2015 (the “Agreement”), entered into by and among the Authority, the Fox Cities 

Room Tax Commission, the City of Appleton, Wisconsin, certain additional municipalities in the 

Fox Cities area, and the Fox Cities Performing Arts Center, Inc., certain facts and assumptions 

were made, including that the Authority would issue bonds to finance the construction of the Fox 

Cities Exhibition Center (the “Exhibition Center”); and  

WHEREAS, on August 9, 2017 the Authority adopted Resolution 17-1067 

(“Resolution 16-1067”) that authorized a borrowing pursuant to the Agreement for the purposes 

of financing the Exhibition Center; and 

WHEREAS, subsequent to the adoption of Resolution 17-1067, the Authority now 

wishes to undertake discussions and negotiations relating to the issuance of bonds contemplated 

under the Agreement for the purpose of financing the Exhibition Center, the terms of which are 

not consistent with the borrowing contemplated under Resolution 17-1067; therefore, the 

Authority desires to rescind Resolution 17-1067;  

NOW, THEREFORE, be it resolved by the Commissioners of the Authority as 

follows: 

Section 1. Resolution 17-1067. 

Resolution 17-1067 is hereby rescinded in its entirety. 
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Section 2. Effective Date; Conformity. 

This Resolution shall be effective immediately upon its passage.  To the extent 

that any prior resolutions of this body are inconsistent with the provisions hereof, this Resolution 

shall control and such prior resolutions shall be deemed amended to such extent as may be 

necessary to bring them in conformity with this Resolution. 

Adopted: January 31, 2018 

  

Chairperson 

  

Executive Director 
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CERTIFICATIONS BY EXECUTIVE DIRECTOR 

I, _____________________________, hereby certify that I am the duly qualified 

and acting Executive Director of the Redevelopment Authority of the City of Appleton, 

Wisconsin (the “Authority”), and as such I have in my possession, or have access to, the 

complete corporate records of the Authority and of its Commissioners (the “Governing Body”) 

and that attached hereto is a true, correct, and complete copy of the resolution (the “Resolution”) 

entitled: 

RESOLUTION RESCINDING PRIOR ACTION 

REGARDING FINANCING FOR THE 

FOX CITIES EXHIBITION CENTER  

I do hereby further certify as follows: 

1. Meeting Date.  On January 31, 2018, a meeting of the Governing Body 

was held commencing at _____ p.m. 

2. Posting.  On January ____, 2018 (and not less than 24 hours prior to the 

meeting), I posted, or caused to be posted, at the Authority’s offices in Appleton, Wisconsin a 

notice setting forth the time, date, place, and subject matter (including specific reference to the 

Resolution) of said meeting. 

3. Notification of Media.  On January ____, 2018 (and not less than 

24 hours prior to the meeting), I communicated or caused to be communicated, the date, time, 

location, and subject matter (including specific reference to the Resolution) of said meeting to 

those news media who have filed a written request for such notice and to the official newspaper 

of the Authority. 

4. Open Meeting Law Compliance.  Said meeting was a regular meeting of 

the Governing Body that was held in open session in compliance with Subchapter V of 

Chapter 19 of the Wisconsin Statutes and any other applicable local rules and state statutes. 

5. Members Present.  Said meeting was duly called to order by the 

Chairperson (the “Presiding Officer”), who chaired the meeting.  Upon roll call, I noted and 

recorded that there were ___ members of the Governing Body present at the meeting, such 

number being a quorum of the Governing Body. 

6. Consideration of and Roll Call Vote on Resolution.  Various matters 

and business were taken up during the course of the meeting without intervention of any closed 

session.  One of the matters taken up was the Resolution.  A proper quorum of the Governing 

Body was present for the consideration of the Resolution, and each member of the Governing 

Body had received a copy of the Resolution.  All rules of the Governing Body that interfered 

with the consideration of the Resolution, if any, were suspended by a two-thirds vote of the 

Governing Body.  The Resolution was then introduced, moved, and seconded, and after due 

consideration, upon roll call, ___ of the Governing Body members voted Aye, ___ voted Nay, 

and ___ Abstained. 
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7. Adoption of Resolution.  The Resolution was supported by the 

affirmative vote of a majority of a quorum of the members of the Governing Body in attendance.  

The Presiding Officer then approved the Resolution and declared that the Resolution was 

adopted, and I recorded the adoption of the Resolution. 

IN WITNESS WHEREOF, I have signed my name and affixed the seal of the 

Authority hereto, if any, on January ____, 2018. 

  

Executive Director 

[SEAL] 
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REDEVELOPMENT AUTHORITY 

OF THE 

CITY OF APPLETON, WISCONSIN 

January 31, 2018 Resolution No. ___________ 

 

RESOLUTION APPROVING A PROPOSAL FOR  

THE ISSUANCE OF BONDS TO FINANCE THE 

FOX CITIES EXHIBITION CENTER 

 

WHEREAS, the Redevelopment Authority of the City of Appleton, Wisconsin (the 

“Authority”) is a redevelopment authority organized by the City of Appleton, Wisconsin (the 

“Municipality”), under Section 66.1333 of the Wisconsin Statutes (the “Redevelopment Act”) 

and is authorized by the Redevelopment Act: 

(a) to acquire property necessary or incidental to an urban renewal program 

and to lease, sell, or otherwise transfer such property to a public body for use in 

accordance with a redevelopment plan; 

(b) to enter into contracts determined to be necessary to effectuate the 

purposes of the Redevelopment Act; 

(c) to issue revenue bonds to finance its activities; and 

(d) to issue refunding bonds for the payment or retirement of such bonds; and 

WHEREAS, pursuant to an Exhibition Center Cooperation Agreement, dated as of 

November 24, 2015 (the “Agreement”), entered into by and among the Authority, the Fox Cities 

Room Tax Commission, the City of Appleton, Wisconsin, certain additional municipalities in the 

Fox Cities area, and the Fox Cities Performing Arts Center, Inc., certain facts and assumptions 

were made, including that the Authority would issue bonds to finance the construction of the Fox 

Cities Exhibition Center (the “Exhibition Center”); and  

WHEREAS, the Authority has reviewed a financing plan proposed by Robert W. 

Baird & Co. Incorporated (“Baird”) for the issuance of bonds by the Authority to finance the 

Exhibition Center (the “Proposal”), which bonds are generally consistent with the bonds 

contemplated under the Agreement; and 

WHEREAS, the Authority now wishes to proceed with the issuance of bonds 

contemplated by the Proposal; 
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NOW, THEREFORE, be it resolved by the Commissioners of the Authority as 

follows: 

Section 1. Approval of Baird Plan. 

The Authority hereby authorizes and approves the issuance of bonds as set forth 

in the Baird Proposal, subject to the negotiation and approval by the Authority of the final terms 

of such bonds. 

Section 2. Effective Date; Conformity. 

This Resolution shall be effective immediately upon its passage and approval.  To 

the extent that any prior resolutions of this body are inconsistent with the provisions hereof, this 

Resolution shall control and such prior resolutions shall be deemed amended to such extent as 

may be necessary to bring them in conformity with this Resolution. 

Adopted: January 31, 2018 

  

Chairperson 

  

Executive Director 
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CERTIFICATIONS BY EXECUTIVE DIRECTOR 

I, _____________________________, hereby certify that I am the duly qualified 

and acting Executive Director of the Redevelopment Authority of the City of Appleton, 

Wisconsin (the “Authority”), and as such I have in my possession, or have access to, the 

complete corporate records of the Authority and of its Commissioners (the “Governing Body”) 

and that attached hereto is a true, correct, and complete copy of the resolution (the “Resolution”) 

entitled: 

RESOLUTION APPROVING A PROPOSAL FOR  

THE ISSUANCE OF BONDS TO FINANCE THE 

FOX CITIES EXHIBITION CENTER 

I do hereby further certify as follows: 

1. Meeting Date.  On January 31, 2018, a meeting of the Governing Body 

was held commencing at _____ p.m. 

2. Posting.  On January ____, 2018 (and not less than 24 hours prior to the 

meeting), I posted, or caused to be posted, at the Authority’s offices in Appleton, Wisconsin a 

notice setting forth the time, date, place, and subject matter (including specific reference to the 

Resolution) of said meeting. 

3. Notification of Media.  On January ____, 2018 (and not less than 

24 hours prior to the meeting), I communicated or caused to be communicated, the date, time, 

location, and subject matter (including specific reference to the Resolution) of said meeting to 

those news media who have filed a written request for such notice and to the official newspaper 

of the Authority. 

4. Open Meeting Law Compliance.  Said meeting was a regular meeting of 

the Governing Body that was held in open session in compliance with Subchapter V of 

Chapter 19 of the Wisconsin Statutes and any other applicable local rules and state statutes. 

5. Members Present.  Said meeting was duly called to order by the 

Chairperson (the “Presiding Officer”), who chaired the meeting.  Upon roll call, I noted and 

recorded that there were ___ members of the Governing Body present at the meeting, such 

number being a quorum of the Governing Body. 

6. Consideration of and Roll Call Vote on Resolution.  Various matters 

and business were taken up during the course of the meeting without intervention of any closed 

session.  One of the matters taken up was the Resolution.  A proper quorum of the Governing 

Body was present for the consideration of the Resolution, and each member of the Governing 

Body had received a copy of the Resolution.  All rules of the Governing Body that interfered 

with the consideration of the Resolution, if any, were suspended by a two-thirds vote of the 

Governing Body.  The Resolution was then introduced, moved, and seconded, and after due 

consideration, upon roll call, ___ of the Governing Body members voted Aye, ___ voted Nay, 

and ___ Abstained. 
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7. Adoption of Resolution.  The Resolution was supported by the 

affirmative vote of a majority of a quorum of the members of the Governing Body in attendance.  

The Presiding Officer then approved the Resolution and declared that the Resolution was 

adopted, and I recorded the adoption of the Resolution. 

IN WITNESS WHEREOF, I have signed my name and affixed the seal of the 

Authority hereto, if any, on January ____, 2018. 

  

Executive Director 

[SEAL] 













 

Year 
Amount Collected 
(marked up to 3%) 

Percent 
Increase/Decrease 

2002 $1,117,835.87 
 

2003 $1,092,488.15 -2.27% 

2004 $1,189,689.27 8.90% 

2005 $1,251,546.80 5.20% 

2006 $1,403,441.01 12.14% 

2007 $1,472,330.36 4.91% 

2008 $1,527,238.11 3.73% 

2009 $1,275,620.69 -16.48% 

2010 $1,394,189.63 9.29% 

2011 $1,475,862.62 5.86% 

2012 $1,541,078.70 4.42% 

2013 $1,631,467.58 5.87% 

2014 $1,737,801.60 6.52% 

2015 $1,903,960.79 9.56% 

2016 $1,735,164.85 -8.87% 
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“…meeting community needs…enhancing quality of life.” 

OFFICE OF THE MAYOR 
Timothy M. Hanna 

100 North Appleton Street 

Appleton, Wisconsin 54911-4799 

(920) 832-6400  FAX (920) 832-5962 

e-mail: mayor@appleton.org 
 

 

TO: Members of the Common Council & Appleton Redevelopment Authority 

  

FROM: Mayor Timothy Hanna 

  

DATE: January 15, 2018 

 

SUBJECT:  FCEC Financing Comparison  

 

 

 
There has been much discussion lately about the permanent financing for the Fox Cities Exhibition 
Center project.  I will attempt to provide you with context and clarification regarding these discussions 
as well as pertinent points to consider as you make a decision as to the best path forward.   

It is important that we begin with the goal.  The goal in choosing the best method for financing the FCEC 
is to pick the method that gives us the best opportunity to pay down the debt using the available room 
taxes as quickly as possible while minimizing the risk to the participating municipalities. 

The essence of this goal is embodied in the Exhibition Center Cooperation Agreement adopted by the 
ten participating municipalities in 2015.  Here is the relevant section of the agreement: 

Section 2.05  Nature of Financing Transaction 

 The ARA will be responsible for acting as conduit issuer of the Bonds and payment of all debt 
service on the Bonds shall be made solely from the proceeds of the Room Tax Rate.  The ARA’s budget 
will not be collateral for the Bonds. Pursuant to the Pledge and Security Agreement, the Pledged Room 
Tax revenues will be pledged to the Trustee for purposes of paying debt service on the Bonds. 

 The Bonds will be limited obligations of the ARA and shall not constitute a debt or obligation of 
the ARA or the Municipalities and shall not be a charge against the general credit or taxing powers of the 
ARA or the Municipalities except for and limited to the Pledged Room Tax revenues pursuant to the 
Pledge and Security Agreement. 

 

At the time the Cooperation Agreement was adopted (2015), it was anticipated the cost to construct the 
EC would be in the range of $24 to $27 million.  The decision to accept the alternative design of the 
Center in 2016 pushed the construction costs to $31 million which subsequently had an effect on the 



ability to secure traditional bonds based solely on projected room tax revenues as required by Section 
2.05 of the cooperation agreement.  Information provided by Speer Financial, the financial advisor used 
on this project, indicated that historic and projected 3% room tax would leverage $26 to $28 million in 
the traditional bond market.  With this information, alternative financing was pursued to be able to 
meet the terms of the Cooperation Agreement. 

In late November, 2017, I was approached by two of our partner municipalities and asked to again look 
at the possibility of a fixed rate revenue bond.  It was their belief that a fixed rate bond issue could be 
accomplished according to their conversations with bond advisors.  I took them at their word and 
agreed to investigate a fixed rate bond.  In early December Finance Director Saucerman and I met with 
representatives of Baird Financial to discuss the possibility of issuing revenue bonds for the FCEC.  At 
that meeting, they provided a summary of hypothetical financing plans, one tax-exempt and one 
taxable.  Under these scenarios the tax-exempt plan would net $31,111,583 for the project and the 
taxable plan would net $28,390,409 for the project.  It was agreed at this meeting that a preliminary 
opinion from bond counsel as to the taxability of the issue would be in order. 

In late December Attorney Walsh, Director Saucerman and I had a conference call with Foley & Lardner 
regarding the taxability of a bond issue.  During that conversation Foley & Lardner indicated that based 
on the agreement for the management of the FCEC, they could not give an unqualified opinion that the 
issue would be tax-exempt.  Therefore, it was determined that future discussions regarding revenue 
bonds should be based on them being taxable.  In the meantime, due to more favorable conditions in 
the bond market, Baird revised their hypothetical financing plans and indicated that a fixed rate taxable 
bond issue could net the amount required for the project.  That plan is the one presented to the Finance 
Committee on January 8. 

I have provided this background in an attempt to clarify how we have arrived at this point with two 
options for permanent financing for you to consider. 

 

Comparison of Financing Models 

Issuer:  Both options have the ARA as the issuer of the bonds in accordance with the Cooperation 
Agreement. 

Trustee:  The private placement model anticipates using BMO Harris Bank, N.A. as the administrative 
agent. The fixed rate option anticipates using Associated Bank as the trustee of the funds.  This is the 
same trustee that has been used for the PAC bonds. 

Amount of Bonds:  The private placement model anticipates the amount of the bonds to be 
$31,000,000.  This option assumes that room tax funds collected to date that haven’t been applied to 
construction costs would be used to fund closing costs and required Debt Service Reserve amounts.  The 
fixed rate option presented by Baird shows closing costs, including Debt Service Reserve, being funded 
through the bonds.  The fixed rate option would require a separate bond stabilization fund of $900,000 
to be funded through available resources.  Under the fixed rate option excess funds could be applied 
before closing reducing the total amount of the bonds.  In that case Baird would need to revise their 
amortization schedule based on a lessor amount. 

Interest Rate:  The private placement option has an initial interest rate determined by the 5-year 
treasury rate plus 220 basis points (2.2%).  As of January 12, that rate would be 4.53%.  The initial rate 



would be determined on the day of closing.  Once the rate is determined, the rate is locked in for 5 years 
and would be adjusted every 5 years thereafter according to the current 5 year treasury rate.  The 
hypothetical fixed rate option presented by Baird is 4.07%.  This projection is presented as of December 
6, 2017 per the disclosure.  The fixed rate is based on a number of factors which I will touch on later.  
The final fixed rate will be determined when the bonds are sold. 

Maturity:  The fixed rate option and debt service schedule is based on a 32 year amortization.  The 
private funding option does not have an amortization schedule. This option matures in 25 years.  The 
only debt service requirement is the interest accrued since the last payment date.  The expected 
maturity under either option is subject to the actual collection of room taxes.  Both options have 
presented expected maturity dates around 20 years based on projected increases in room tax 
collections. 

Interest Payments:  The private placement option requires interest payments each quarter after room 
taxes have been collected.  The fixed rate option requires semi-annual interest payments. 

Principal Payments:  Fixed rate bonds will require annual principal payments according to the bond 
schedule.  Additional principal payments may be made semi-annually on any interest due date in 
amounts of no less than $100,000 without penalty or premium.  Additional principal payments would be 
applied to the oldest bonds outstanding in reverse order.  Principal payments on the private placement 
bonds may be made on any interest due date in any amount.  Room taxes collected in excess of the 
interest due would be applied to principal without penalty. 

Prepayment Option:  The private placement bonds may be prepaid at any time without penalty.  The 
prepayment option on the fixed rate bonds is yet to be determined.  

Debt Service Coverage:  The private placement bonds have no debt service coverage requirement 
because they are interest only bonds.  The fixed rate bonds are projected to have a debt service 
coverage ratio of 1.25X.  This simply means the amortization schedule of required payments is based on 
revenue projections that are 1.25X the annual debt service payments.  The redemption of the bonds is 
based on the actual amount of room tax collected. 

Debt Service Reserve Fund and Stabilization Fund:  Both options require a debt service reserve fund.  
Baird estimates the debt service reserve fund requirement for the fixed rate bonds to be $2,529,995.80.  
This is based on the total of their projected Bond Proceeds ($34,435,000).  As stated earlier, the actual 
bond proceed amount could be less using available resources at closing.  A smaller bond proceed 
amount would require a smaller debt service reserve fund.  The fixed rate option also requires a 
stabilization fund of $900,000.  The private placement bonds require a minimum debt service reserve 
fund of $1,500,000.  The initial balance of this reserve fund is to be $3.4 million. The deposit into this 
fund would be based on available resources at closing.  

Security:  Security for the debt under the private placement bonds is a pledge of that portion of the 
room taxes collected to support the debt service under the Cooperation Agreement (3%).  There is no 
other security for this debt.  This is in keeping with Section 2.05 of the cooperation agreement.  Security 
for the fixed rate bonds is also a pledge of the same room taxes (3%).  There is additional security in the 
form of a “Quiet Enjoyment Lease” between ARA and the City of Appleton.  This means that because the 
ARA is the issuer of the debt it needs to “own” the building and provide a lease to the City of Appleton 
for its use until the debt is paid in full.  Under the fixed rate option, this is what makes the ARA the 
“lessor”, the City of Appleton the “lessee”, and the City of Appleton the “obligor”.  This is important to 
understand.  This arrangement needs to be in place so that the bonds can be “rated” with the City of 



Appleton as the underlying obligor.  This will allow Moody’s to assign a rating based on the City’s 
excellent credit history.  It also places the City of Appleton at risk should room taxes fall to the point 
where the stabilization fund and the debt service reserve fund are depleted in order to make the 
required debt service payments.  Putting the City at risk in any way is not consistent with section 2.05 of 
the cooperation agreement. 

How does the DSRF work under each scenario?   In the case of the fixed rate bonds, should room tax 
collections fall short of the required debt service payment, funds from the stabilization fund would be 
used.  If succeeding collections are more than required to meet the debt service payment, the excess 
would first be used to replenish the stabilization fund and then be used for an additional principal 
payment according to the terms of the bonds.  If succeeding collections continue to fall short of required 
debt service payments, first the stabilizations fund would be used followed by the debt service reserve 
fund.  If both the stabilization fund and debt service fund are depleted the City of Appleton as the 
obligor would be required to make the debt service payments. 

In the case of the private placement bonds, the City has already agreed to guarantee that the debt 
service reserve fund would not fall below $1,500,000.  However, any advance made to the debt service 
reserve fund would be refunded to the City, with interest, from future room tax collections.  This 
arrangement is in keeping with Section 2.05 of the Cooperation Agreement in that the City would me 
made whole through the room tax. 

 

Debt is all about risk.  There is risk taken on by the debtor as well as risk taken on by the lender.  The 
terms of any debt arrangement are made to mitigate risk to both parties to insure that the debt will be 
repaid as planned.  Each of the options before us has risk which I will briefly discuss. 

Revenue Risk:  Each of these options relies on future room tax revenues for debt service payments.  The 
best historical example we have of room tax revenues is the PAC bonds.  The average yearly increase in 
room tax revenues over the life of those bonds has been around 4%.  But the range of yearly changes in 
room tax collections is 12.14% in 2006 to -16.48% in 2009, meaning there is a fair amount of volatility in 
room tax revenues.  This volatility puts the greatest risk on the debtor when the loan balance is at its 
greatest, or in the first several years of the loan.  In the case of the fixed rate bonds, this risk is mitigated 
through an amortization schedule requiring lower debt service payments in the early years and 
increasing as time goes on.  You can see this debt service schedule in the Baird presentation under the 
column labeled “Original Debt Service”.  In the case of the private placement bonds the revenue risk is 
mitigated through the use of an interest only arrangement, meaning if room tax revenue should decline 
in the early years of the loan the only debt service due is the interest on the loan.  I have attached a 
chart with the actual room tax collected (adjusted to show 3% room tax) over the course of the PAC 
bonds along with a graph of the percentage of year to year changes. 

Rate Risk:  Rate risk can be mitigated by executing a fixed rate loan.  With a fixed rate, the only 
remaining risk is if future rates fall far enough below your fixed rate that your debt could be 
restructured to pay the debt off sooner given any refinancing costs.  With the current fixed rate 
proposal, it is hard to tell how far rates would have to fall without knowing the terms of the prepayment 
option.  The rate risk with the private placement bonds is in the uncertainty of the rate at the rate reset 
date.  If the 5 year treasury rate is higher at the reset date, then more of the future revenue will be 
required for interest payments and if the rate is lower at the reset date more of the future revenue can 
be used to pay down the principal.  Because the rate in the private placement option is tied to the 5 year 



treasury index, one could make the assumption that if rates are higher at the reset date, it would be an 
indication that the economy is doing well which should theoretically translate into higher room tax 
collections. If there is a desire to lock in a rate in the future, the private placement bonds allow for 
prepayment without penalty at any time.  To give you a sense of the volatility of the 5 year treasury rate, 
I have attached a graph showing the historical changes over the last 16 years. 

 

So, what does the economic future look like and how will it affect future room tax collections and 
interest rates?  Which option before us mitigates the greatest risk going forward?  According to the 
terms of the Cooperation Agreement, it is the responsibility of the Appleton Redevelopment Authority 
to issue the debt.  But given the terms of the private placement bonds requiring the City of Appleton to 
guarantee a minimum or $1,500,000 in the debt service account, or the terms of the fixed rate bonds 
requiring the City of Appleton be the obligor of the bonds, it is not unreasonable for the Common 
Council to make a recommendation to the ARA.  It is also not unreasonable that once a decision is made, 
the other parties to the Cooperation Agreement fulfill their obligations under the agreement in a timely 
manner. 

 



 



Private Placement Bonds 

Local Lender Financing 

 

Issuer:    Appleton Redevelopment Authority (ARA) 

Description:   Bonds placed with local lenders (5) 

Trustee:   BMO Harris Bank, N.A. 

Amount of Bonds:  $31,000,000 

Dated Date:   Ready to close pending approved Pledge and Security agreements 

Interest Rate:   5-year treasury rate + 220 bps (2.20%)  4.53% as of 1/12/18 

Maturity:   25 year maturity, no stated amortization schedule 

Interest Payments:  Quarterly 

Principal Payments:  Quarterly; room tax collections in excess of interest due 

Prepayment Option:  Prepayment allowed anytime; no prepayment penalty 

Tax Status:   Taxable according to the lenders tax status 

Security:   Pledge of a portion of the Hotel/Motel Room taxes 

Debt Service Coverage: No debt service coverage required 

Debt Service Reserve Fund: Minimum of $1,500,000 required; initial fund balance to be no 

less than $3.4 million 
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