ILLIAM P, ANKELE, JR.
JENNIFER GRUBER TANAKA
CLINT C. WALDRON
KRISTIN BOWERS TOMPKINS
ROBERT G. ROGERS

BLAIR M. DICKHONER

OF COUNSEL:
KRISTEN D. BEAR

K. SEAN ALLEN
GEORGE M. ROWLEY

Via email:

ZACHARY P. WHITE
TRISEA K. HARRIS
HEATHER L. HARTUNG

-

4 _;'.;-\‘,_ eV P e S MEGAN J. MURPHY
EVE M. G. VELASCO

WHITE BEAR ANKELE e e
TANAKA & WALDRON Laura 5. Hemwuca

AUDREY G. JOHNSON
LisAa CANCANON

ATTORNEYS AT LAW

September 16, 2020

traceygarcia@elpasoco.com

Board of County Commissioners
Planning Commission
El Paso County, Colorado

Re: Proposed Grandview Estates Metropolitan District Nos. 1-5

To the Board of County Commissioners and Planning Commission:

This firm represents KO1515, LLC (“KO”), which is the owner of approximately 70 acres

of undeveloped property within the boundaries of the 4-Way Ranch Metropolitan District No. 1,
which District, along with 4-Way Ranch Metropolitan District No. 2 (the “4-Way Ranch
Districts,” or individually “4-Way No. 1,” and “4-Way No. 2,” respectively), lies adjacent to the
boundaries of the proposed Grandview Estates Metropolitan District Nos. 1-5 (the “Grandview
Districts”). The Service Plan for the proposed Grandview Districts is pending approval from the
El Paso County Planning Commission and the Board of County Commissioners. This letter
submits certain objections to the approval of the proposed Service Plan.

Procedural Background

The Service Plan is being considered in accordance with the provisions of Section 32-1-
201, et seq., C.R.S., and in particular the provisions of that section relating to hearings before the
Planning Commission and the Board of County Commissioners. In accordance with Section 32-
1-204, C.R.S., such proceedings are open to the public and “[a]ny testimony or evidence which in
the discretion of the board of county commissioners is relevant to the organization of the proposed
special district shall be considered.” KO hereby offers the following testimony and evidence
relevant to the organization of the Grandview Districts.

Statutory Elements Concerning Service Plan and Approval

e Section 32-1-101, et seq., C.R.S. constitutes the “Special District Act,” which
governs the formation and operations of special districts in Colorado

« Section 32-1-102(2), C.R.S. states that the legislative intent behind the adoption of
the Special District Act to include that the purpose of the Act, among other matters, is
“to prevent the unnecessary proliferation and fragmentation of local government of
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local government and to avoid excessive diffusion of local tax sources.” The El Paso
County Special District Policies incorporate this same policy.

e Section 32-1-203 establishes certain findings that the Board of County
Commissioners are to make in connection with approving, disapproving or
conditionally approving a service plan for a proposed new district. Several of these
findings are particularly relevant to the consideration of the Grandview Districts
Service Plan:

= Whether there is sufficient existing and projected need for organized service
in the area to be serviced by the proposed special district;

= Whether existing service in the area to be served by the proposed district is
inadequate for present and projected needs;

= Whether adequate service is or is not available to the area to be served by
other existing special districts; and

=  Whether the creation of the proposed district will be in the best interests of
the area proposed to be served.

o For reasons outlined below, KO submits that the Service Plan for the proposed
Grandview Districts fails to establish facts that provide a basis for the Board of County
Commissioners to meet the above criteria, and that, accordingly, the Service Plan
should not be approved.

The 4-Way Ranch Districts Remain Authorized to Serve Property Within the Area

Proposed to Be Included Within the Grandview Districts

KO submits the following in support of its objections to the organization of the

Grandview Districts, and the Service Plan submitted for approval:

« The 4-Way Ranch Metropolitan Districts were organized with the approval of the
Board of County Commissioners in 2005 of a Consolidated Service Plan for both 4
Way No. 1 and No 2. The property within the proposed Grandview Districts (the

“Property”) is_within the original boundaries of 4-Way No. 2 and was intended to be
served by that District in accordance with the Consolidated Service Plan.

e The Consolidated Service Plan for the 4-Way Ranch Districts was amended in
2009, to reflect changes in the plan for development, infrastructure needs and financing
plan adjustments. Including an increase in the maximum debt authorization to
accommodate such changes. At that time the boundaries of 4-Way No. 1 and 4-Way
No. 2 remained unchanged.

e The Consolidated Service Plan for the 4-Way Ranch Districts, both originally and
as amended, proposed that 4-Way No. 2 serve the Property.
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o The Property remains with the boundaries of 4-Way No. 2. The Board of 4-Way
No. 2 adopted a Resolution conditionally excluding this territory from its boundaries,
to be held in limbo until the organization of the new Grandview Districts or until
December 31, 2021 (the “Conditional Exclusion Resolution”).

o In the event the Grandview Districts are not organized by December 31, 2021, the
exclusion will be a nullity and the Property will remain within the boundaries of 4-Way
No. 2, and will continue to be served by 4-Way No. 2.

e There is no need for creation of the Grandview Districts, because the Property is
already located within the boundaries of an existing special district that was organized
specifically for the purpose of serving this property. To the extent that the existing
Consolidated Service Plan for the 4-Way Ranch Districts does not accommodate
adjustments to the development plans for this territory since the 2009 Service Plan
amendment, the Consolidated Service Plan can be amended again, in like manner, to
accommodate such changes, including any adjustments to authorized debt limits.

e The Service Plan for the Grandview Districts fails to articulate a reason why service
to the Property through the existing 4-Way No. 2 is infeasible.

o It would frustrate the legislative intent expressed in connection with the adoption
of the Special District Act to approve the Service Plan for the Grandview Districts
because this would contribute to the proliferation of special districts, under
circumstances where an existing District — in fact the specific District organized to
serve this area — already exists. Moreover it would result in the further fragmentation
of the districts already existing to serve this area.

« Since 4-Way No. 2 was organized specifically to serve the Property, it is self-
evident that the conditions to the County’s approval of the Service Plan cannot be met,
because there is an existing special district with the ability to serve this territory.

« Furthermore, the organization of the Grandview Districts at this time would not be
in the interests of the property to be served, because it could lead to conflicting
responsibilities between the 4-Way Ranch Districts and the Grandview Districts, as
discussed in the following section.

The Grandview Service Plan_Approval Should Be Denied and the Consolidated

Service Plan for the 4-Way Ranch Districts Amended

o Since the date of approval of the amended Consolidated Service Plan of the 4 Way
Districts, some fundamental changes in the composition of the taxing boundaries of
those Districts have occurred and others appear to be forthcoming, which in turn will
have material and adverse effects on the composition and functioning of the Districts
as envisioned in the Consolidated Service Plan and on 4 Way Ranch District No. 1 in
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particular. A powerpoint document is attached that reflects the boundary changes
described below.

» Specifically, the original boundaries of 4-Way No. 1 has been reduced drastically
through a prior exclusion of property from that District and the inclusion of that
property into 4-Way No. 2. The combined territory of the property within the original
boundaries of the 4-Way Ranch Districts was approximately 1,325 acres. The result of
that exclusion was that District No. 1 went from 557.48 acres to 244.61 acres.

o Furthermore, as a result of litigation between disgruntled residential property
owners within 4-Way No. 1 against the then-developer controlled Board, it is
anticipated that the owners of the balance of the residential acreage within 4-Way No.
1 will exclude their property from that District, leaving only the property owned by KO
within 4-Way No. 1’s boundaries. At that point District No. 1 will be reduced to
approximately 70 acres of property.

o If the exclusions initiated by parties related to the organizers of the Grandview
Districts are carried out, the total area of 4-Way No.2 will go from 1,080.87 acres to
312.87 acres. After this combination of exclusions the combined acreage will go from
approximately 1,325 acres to 557 acres. Asnoted 4-Way No. 1 may further be reduced
to only 70 acres.

o Such drastic changes in taxing boundaries will result in a similarly drastic reduction
in the ability of the 4-Way Ranch Districts to discharge indebtedness that was proposed
to be issued by those Districts and, in the case of 4-Way No. 1, its ability to continue
to operate. Where, as here, there are changes of a “basic or essential nature, including
but not limited to...a decrease in the financial ability of the district to discharge existing
or proposed indebtedness...” (Section 32-1-207(2)(a), C.R.S.), such changes constitute
a material modification warranting an amendment to the Service Plan.

o No such amendment to the 4-Way Ranch Districts Service Plan has been proposed,
and in the absence of a service plan amendment approved by the County (as it was in
2009), the capabilities of 4-Way No. 2 to serve the Property to be included within the
Grandview Districts will not be known.

e Under Section 32-1-207(2)(a) and 3)(a), C.R.S. any material modification of a
service plan is to be approved by the Board of County Commissioners.

e On February 5, 2018, this office notified the County of then-existing departures
from the Service Plan for the 4-Way Ranch Districts, driven by the fundamentally
different economic situation within the Districts as a result of various development
delays, rendering the financing plans in the Service Plan completely inapplicable as
they no longer described the current or future development circumstances within the
Districts. A copy of that letter is attached as Exhibit A.
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o The changed circumstances outlined in the February 5, 2018 letter are compounded
by the subsequent shrinking of the boundaries of the 4-Way Ranch Districts as outline
above, further undermining the relevancy of the financing plans and other materials
contained in the 2009 service plan amendment.

« Approval of the Grandview Districts will result in all of the property that was
envisioned in the original 4-Way No. 2 District to be severed from the original
Consolidated 4-Way No. 1 and 4-Way No. 2 Districts. This result, in combination with
the other past and anticipated changes to 4-Way No. 1 will cause 4-Way No. 1 to be
reduced to a mere 70 acres with an utterly insufficient tax base to continue operations.
The final outcome will be the fragmentation of what was two districts operating in
combination under a consolidated service plan into seven districts with one unlikely to
survive. There will be significantly adverse impacts on the property at issue as well as
the economics and development of the property and the surrounding eastern El Paso
County area.

e Prior to approving the organization of a new set of Districts to serve property that
is already capable of being served by 4-Way Ranch District No. 2. the Board of County
Commissioners should first require an examination and. if necessary. formal approval
of a service plan amendment for the 4-Way Ranch Districts, to adjust the terms of that
service plan to accommodate present circumstances, which necessarily involves an
understanding of the effects of excluding the Property proposed for inclusion in the
Grandview Districts, and potentially results in that territory remaining within 4-Way
Ranch District No. 2, rather than necessitating creation of a new district to serve this
territory.

Sincerely,
WHITE BEAR ANKELE TANAKA & WALDRON

Yoo J2ALE

William P. Ankele, Jr.
Shareholder
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VIA ELECTRONIC MAIL AND U.S. MAIL

Craig Dossey

Executive Director

El Paso County, Planning and Community Development Department
2880 International Circle, Suite 110

Colorado Springs, Colorado 80910

Re:  4-Way Ranch Metropolitan District Nos. 1 & 2
Material Modification of Service Plan

Dear Mr. Dossey:

Our office represents KO1515, LLC (“KO1515”), the owner of approximately 68 acres of
mostly-undeveloped and vacant land zoned for mixed commercial and industrial uses (the
“Property”). The Property is located within the boundaries of the 4-Way Ranch Metropolitan District
No. 1 (“District 17). In 2005, the El Paso County Board of County Commissioners (the “BOCC”)
approved the Service Plan (the “Service Plan”) for both District 1 and the 4-Way Ranch Metropolitan
District No. 2 (“District 2”) in conformance with C.R.S. §§ 32-1-201, et seq. Collectively, District 1
and District 2 may be referred to herein as the “Districts,” and individually as a “District.” Due to
revisions to the projected development plans of the property located within each of the Districts’
respective boundaries, the BOCC subsequently approved an amended and restated Service Plan for
both of the Districts in 2009, which replaced the original Service Plan in its entirety; please note that
any references to the “Service Plan” in this letter refers to the 2009 BOCC-approved version of the
Service Plan, a copy of which is enclosed with this letter for your reference.

The purpose of this letter is to apprise the BOCC that a further amendment to the Service
Plan is necessary pursuant to C.R.S. § 32-1-207(2)(a).

Pursuant to C.R.S. § 32-1-207(1), the facilities, services and financial arrangements of a
special district must conform so far as practicable to its approved service plan. Furthermore, pursuant
to CR.S. § 32-1-207(2)(a), to the extent that the facilities, services and financial arrangements of a
special district don’t specifically conform to the approved service plan, material modifications of the
service plan as originally approved must be considered and approved by the governing body of such
special district (which in this case, is the BOCC). Such approval by the BOCC of material
modifications are required for “changes of a basic or essential nature” to the original service plan

2154 F. Commons Ave.. Ste. 2000 | Centennial. CO 80122 | P 303.858.1800 F 303.858.1801 | WhiteBearAnkele.com
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Statutory examples of “changes of a basic or essential nature” may include, without
limitation: any addition to the types of services provided by the special district; a decrease in the
level of services; a decrease in the financial ability of the special district to discharge the existing or
proposed indebtedness; or a decrease in the existing or projected need for organized service in the
area. Recent circumstances within the Districts suggest that there have indeed been “changes of a
basic or essential nature” to the circumstances of the Districts, and that these changed circumstances
constitute material modifications to the Service Plan that warrant the BOCC to require an amendment
to the Service Plan before the Districts may undertake any further material action — in particular any
action by either of the Districts to incur additional indebtedness.

The Service Plan, as amended, contained development projections for the Districts that form
the basis for the proposed issuance of debt, and the Districts’ ability to discharge that debt on a
reasonable basis. Actual development within the Districts is materially behind that which was
projected in the Service Plan and, as a result, the integrity of the financing plan in the Service Plan
has been fundamentally — and fatally - compromised.

As presented in the Service Plan, District 1 was projected to include approximately 565 total
residential units plus an additional 77 acres of mixed use commercial by full build-out in 2019.
District 2 was projected to be fully built-out by 2030, consisting of approximately 2,500 residential
units, plus an additional 46 acres of mixed use commercial property. The financing plans also
projected that District 1 would have a 2017 assessed value of $27,403,000, and District 2°s 2017
assessed value would be $10,630,000. Based upon the growth assumptions, the financing plans
projected that District 1 would have issued $20,000,000 in general obligation bonds in 2012, and
District 2 would have issued $54,000,000 of general obligation bonds in three separate issuances
(2011, 2015 and 2018) to help finance the development of the public infrastructure needed for the
entire proposed 4-Way Ranch development.

In stark contrast to the projections contained within the Service Plan, very little development
has occurred within the Districts, and as a result the 2017 assessed value of District 1 is only
$1,732,350 and the 2017 assessed value for District 2 is only $19,200. To date, only District 1 has
issued any debt, and that debt consists of developer bonds issued in 2011 totaling $2,900,000. In
short, the financing plans contained within the Service Plan bears no relationship to current
circumstances, and thus no longer forms a reasonable basis to support the issuance of additional debt
by the Districts, or the conduct of any other financial activities

Moreover, the financing plans for each of the Districts are dependent upon one another to
fully function and operate as intended. There are numerous instances contained within each District’s
respective Service Plan financing plan where the revenues generated by one District are shared with,
or pledged to, the other District. For example, it was anticipated that District 2 would be responsible
for issuing nearly 73% ($54,000,000 of the total $74,000,000 approved by the Service Plan) of the
total amount of bonds needed to finance the construction and installation of the public infrastructure
needed for the entire 4-Way Ranch development. Additionally, the financing plans provide that
District 1 expected to receive a total transfer of $6,474,705 from District 2 (and District 2
correspondingly transferring the sum of $7,969,593) for use in District 1’s general fund between

1566.1001; 868357
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2009 and 2045. None of these projected activities has occurred or are likely to occur for the
foreseeable future, which is another example of the flaws in the financing plans as they currently
exist.

In terms of the statutory basis upon which the BOCC may require a further amendment to the
Service Plan, the lack of development and resulting assessed value represent both a decrease in the
financial ability of the Districts to discharge any existing or proposed indebtedness, as well as a
“change of a basic or essential nature.”

For the foregoing reasons, KO1515 hereby requests the BOCC to direct the Boards of
Directors of District 1 and District 2 to submit a further amendment to the Service Plan to revise and
update the financing plans in accordance with current circumstances.

Thank you for your prompt attention, and please let us know if you have any questions.

Very truly yours,

WHITE BEAR ANKELE TANAKA & WALDRON
Professional Corporation

William P. Ankele, Jr.
WPA/btn

CC:  Ms. Ingrid Richter
Mr. Kevin O’Neill

Enclosures

1566.1001; 868357



4-WAY RANCH METROPOLITAN DISTRICTS NO. 1 & 2
FIRST AMENDMENT TO CONSOLIDATED SERVICE PLAN
El Paso County, Colorado

Submitted December 29, 2009, as corrected
L INTRODUCTION

The Consolidated Service Plan (the “Original Service Plan”) for the 4-Way Ranch
Metropolitan Districts No. 1 & 2 (the “Districts) was approved by the Board of Commissioners
of El Paso County on September 8, 2005 by County Resolution 05-381 (“County Resolution™).

This First Amendment to the Consolidated Service Plan is submitted to the County for
the purpose of updating the Districts’ financial and improvements plans and authorizing the
issuance of additional indebtedness, in order that the Districts may finance, construct and install
additional improvements within the Districts.

Except as noted herein, the Districts’ financial and jurisdictional limitations incorporated
in the original Service Plan and County Resolution have not been modified, including the
Districts’ existing debt service and operations mill levy caps.

IL. HISTORICAL BACKGROUND and EXECUTIVE SUMMARY

The Districts were organized in 2005 to serve the needs of a new predominantly residential
community, with some commercial property and open space, known as “4-Way Ranch.” The
primary purpose of the Districts is to provide a central water system, roadway and other necessary
public improvements and services for the use and benefit of the Districts’ inhabitants and taxpayers,
including sanitary sewer, drainage, roadway and park and recreation improvements.

The 4-Way Ranch Metropolitan Districts encompass the 4-Way Ranch development project,
divided into two phases. The 4-Way Ranch project is generally located in north central El Paso
County known as the Falcon area, between Eastonville Road and Highway 24 north of Stapleton
Drive totaling 1,325 acres, planned for residential and commercial land uses. Current development
activity in the project includes nine residential homes constructed in District No. 1. The 4-Way
Ranch project has an anticipated build-out of approximately eight years for the first phase, and
approximately twenty-one years to complete the second phase.

Since its formation, a central water system and related public improvements have been
constructed and dedicated to District No. 1 for operation and maintenance. These water system
improvements include wells, a water filtration plant building, piping, fire hydrants, and a
522,000 gallon potable water storage tank, constructed and installed within 4 Way Ranch Filing
No. 1, necessary to provide water service to the Districts’ customers.

Based on updated calculations, at build-out the Districts are projected to collectively have
approximately $151,044,000 in assessed valuation. Collectively, the Districts anticipate the
issuance of debt up to $74,000,000.00 in general obligation bonds and/or revenue bonds, to
finance the necessary public improvements and District organization costs for the project,
expected to take place in phased bond issuances. The estimated debt service mill levy is 35.000



mills over a 30-year period to pay the debt, with an additional operations mill levy not to exceed
10.000 mills.

III. DEVELOPMENT

Since the approval of the Original Service Plan, the Developer has completed and
recorded the final plat for the 4-Way Ranch Subdivision Phase I, and the initial development of
the area is complete, including the completed construction of a central water system and
distribution system, roadways, storm drainage improvements, and the completion of residential
homes in the community. Presently, the Developer is going through the platting process for the
4-Way Ranch Subdivision Filing No. 2 with the County, for the development of the commercial
property. Each final plat filing will be subject to compliance with the El Paso County Master
Plan and the El Paso County Land Development Code.

Development projections for the 4-Way Ranch project have been modified to provide for
greater density of residential units and increased commercial square footage, as well as planning
for the possibility of a central sewer system and related improvements, as may be necessary. The
executive summary of an updated Market Study for the area dated September, 2009 prepared by
King & Associates, is attached as Exhibit A. This Market Study provides an independent
assessment and determination of development timing and absorption schedule involving land
uses proposed for development and assists to demonstrate the projected demand and need for the
Districts’ services.

District No. 1 consists predominantly of residential property, with 42 lots already
developed including 137 lots (minimum 2.5 acres), plus approximately 77 acres of mixed use
commercial, including retail/restaurant, office/warehouse and medical/professional land uses.
District No. 2 is anticipated to consist predominantly of residential property, with capacity for
approximately 2,500 dwelling units, plus approximately 46 acres of mixed use commercial, also
planned for retail/restaurant, office/warehouse and medical/professional land uses. Both
Districts are planned to include open space with public park and recreation improvements.

IV. FINANCIAL PLAN ANALYSIS

The updated Financial Plan for Districts 1 and 2 is attached to this Amendment as
Exhibit B illustrates how the proposed services and facilities may be financed and operated by
the Districts, based on the updated development projections. The updated Financial Plan is
intended to supersede the financial plan of the Original Service Plan.

The public improvements planned for the 4-Way Ranch project have increased in the
amount of proposed facilities and their costs, as more particularly described in Section V of this
Amendment. The combined total cost of the public improvements projected for 4-Way Ranch
Metropolitan Districts No. 1 & 2 is One Hundred Nineteen Million Fifty-seven Thousand Seven
Hundred Forty-three Dollars ($119,057,743), inclusive of contingencies, engineering and
construction management, and exclusive of costs of issuance, organizational costs, inflation and
similar costs.

The projected amounts of bonded indebtedness for both Districts have increased as
follows:



The 4-Way Ranch Metropolitan District No. 1 initially projects the issuance of a single
series of bonds in approximately the amount of Twenty Million Dollars ($20,000,000). The 4-
Way Ranch Metropolitan District No. 2 initially projects the issuance of Fifty-four Million
Dollars ($54,000,000) of bonds in three phases.

The Districts’ maximum authorized general obligation indebtedness shall not exceed
Seventy-four Million Dollars ($74,000,000) without prior express authorization of the County,
and any increase in authorized general obligation debt beyond this amount shall constitute a
material modification of the Service Plan.

This Amendment shall not affect the Districts’ Debt Service Mill Levy Cap of 50.00
mills nor the Districts’ additional limited operational mill levy of 10.00 mills, as set forth in the
Original Service Plan.

V. INFRASTRUCTURE ANALYSIS

The updated Description of Districts’ Facilities and Costs, for which the Districts plan to
provide for their financing, design, construction, acquisition and installation based on the
updated development projections, is attached to this Amendment as Exhibit C, and includes the
costs in current dollars of each improvement, together with an explanation of the methods, basis
and/or assumptions used. An updated map showing the revised location of the Phase I and
Phase II roadway facilities is included as Exhibit D.

In addition to the increased level of facilities needed to serve the additional development,
this Amendment expands the Districts’ plans for the financing, construction and operation of a
central wastewater system and related facilities to serve both the contemplated commercial
property as well as the residential property for the project. Central wastewater service for the 4-
Way Ranch project may be provided either by a nearby or adjacent facility, such as through the
Paint Brush Hills treatment facility (served by the adjacent Woodmen Hills Metropolitan
District), or through the proposed Santa Fe Springs wastewater treatment facility, served by the
nearby Sunset Metropolitan District, or by the Districts’ finance, construction, ownership and
operation of necessary central wastewater facilities. The financial feasibility of the Districts’
construction of a wastewater treatment facility will be met though a combination of property tax
revenues, tap fee revenues, other District fees, water resource fees, potential contributions from
neighboring developments and other fees, rates and charges as allowed by law.

An “Updated Central Water and Wastewater System Facilities Plan” dated August, 2009,
prepared by JDS-Hydro Consultants, Inc., describing the Districts’ water rights, water supply,
water quality and treatment, water storage and proposed system and anticipated central sewer
system improvement requirements relevant to the increased development projections is attached
hereto as Exhibit E; this updated plan is intended to supersede the water system facilities plan
included in the Original Service Plan.

VI.  COUNTY APPROVAL

An increase in the Districts’ debt limit is deemed to be a material modification of the
Districts’ Original Service Plan, pursuant to Section V.B. of the Original Service Plan. This



Amendment to Service Plan for the 4-Way Ranch Metropolitan Districts No. 1 and 2 meets the
requirements of the provisions for the modification of a service plan set forth in the Special
District Act, § 32-1-207(2), C.R.S., the applicable requirements of the Colorado Constitution,
and those of El Paso County, El Paso Land Development Code, Sec. 9.3.

It is further submitted that other than as provided in this Amendment, the limitations and
other terms and requirements contained the Original Service Plan continue in force, which
include:

- The Districts shall continue to be subject to mill levy caps of 50 mills for debt
service and 10 mills for operations as described in the Original Service Plan (Section IV.C.) and
the County Resolution (para. 1);

- The Districts’ bond issuances shall not exceed the maximum term of 30 years
without prior approval from the County, pursuant to the provisions of the Original Service Plan
(Section IV.B.) and the County Resolution (para. 3);

- District No. 2 shall not be authorized to issue any bonds until the Board of County
Commissioners’ approval of the zoning and preliminary plan for the property within District No.
2’s boundaries, as provided in the Original Service Plan (Section IV.B);

- The Districts shall not be entitled to any Conservation Trust (“Lottery”) funds
without prior express approval of the County, as described in the Original Service Plan (Section
IV.H.) and County Resolution (para. 4); and

- The Districts shall not be authorized to fund any “Local Public Improvements” or
entry features without prior approval of the Board of County Commissioners, as described in the
County Resolution (para. 6) and in the attached Exhibit C.

The Districts therefore seek approval by the County of this Amendment in accordance
with the provisions of Section 32-1-207(2), C.R.S., and requests that the El Paso County Board
of Commissioners adopt a resolution which approves this Amendment to Consolidated Service
Plan for the Districts as submitted.

Respectfully submitted,

SETER & VANDER WALL, P.C.

Barbara T. Vander Wall
Counsel to 4-Way Ranch Metropolitan Districts No.
1 and 2
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EXHIBITS:

Executive Summary of Market Study (dated September, 2009)

Updated Financial Plan for Districts No. 1 & 2 (Including Debt
Projections)

Updated Description of Districts’ Facilities & Costs
Updated Map of Location of the Phases I and II Roadway Facilities

Updated Central Water and Wastewater System Facilities Plan



EXHIBIT A

EXECUTIVE SUMMARY OF MARKET STUDY
(Dated September, 2009)



King & Associates, Inc.

Strategic planning and economic analysis

4-WAY RANCH

EL PASO COUNTY, COLORADO

MARKET RESEARCH REPORT

COMPLETED FOR:
4-Way Ranch Metropolitan District #1 & #2

COMPLETED BY:

KING & ASSOCIATES, INC,
9003 W. CoCco DRIVE
LITTLETON, COLORADO 80128
303.333.3834

SEPTEMBER 2009



INTRODUCTION

King & Associates, Inc. has been retained by the 4-Way Ranch Metropolitan District #1
and #2 (the Districts) to provide an independent assessment and determination of
development timing involving land uses proposed for development within the Districts.
The Districts are located near the Town of Falcon in unincorporated El Paso County,
Colorado at approximately Stapleton Drive and U. S. Highway 24. Overall, the Districts
include 1,325 acres, with development anticipated to include primarily residential land
uses. The purpose of this report is to assess the parameters of the project including
proposed land uses, development intensity and sales potential along with providing a
projection of development timing and schedule (absorption) in relation to anticipated
conditions within the local and regional marketplace.

TRADE AREA

To analyze the demand for residential and commercial development planned within the 4-
Way Ranch Metropolitan Districts a geographic trade area (Trade Area) has been
identified. It is anticipated that the majority of customers who will purchase homes and
utilize the commercial development planned within the Districts will live within the
identified Trade Area. A larger Trade Area has been identified than would be typical for
most master planned communities since 4-Way Ranch is located within an area that is a
bedroom community to the metropolitan Colorado Springs area.

The Trade Area boundaries include Murphy Road on the north, the Curtis Road
alignment on the east, Academy Boulevard (State Highway 83) on the west and State
Highway 94 to the south. The following map outlines the trade area.
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4-WAY RANCH - Trade Area Map
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EXECUTIVE SUMMARY

Overview

The 4-Way Ranch Metropolitan District #1 & #2 include 1,325 acres, planned for
residential and commercial land uses located in El Paso County, Colorado.

The Districts are located in a rapidly developing area near the Town of Falcon,
Colorado, a bedroom community just outside of Colorado Springs.

The land use plan for the project outlines the development of 3,065 residential
housing units and nearly 750,000 square feet of commercial space.

Development activity in the project has included 9 homes constructed in District
#1, with 2 additional end-user lot sales on which home have not been constructed.

Demographics and Employment

Population in El Paso County has increased at a rate of approximately 1.85%
annually since 2000 and by a rate of 5.33% per year in the Trade Area.

From 2009 through 2025, population in El Paso County is forecast to increase by
rate of 1.84% annually, while stronger growth is forecast in the Trade Area with a
projected average population growth rate of approximately 3.21% annually.

The economy in Colorado Springs and surrounding El Paso County area has been
negatively impacted by falling employment levels, slowing in the local housing
market, fall-out from sub-prime mortgages and higher home foreclosure rates.
Employment levels decreased in El Paso County with a loss of -2,100 jobs during
2008.

Job losses have continued in El Paso County and employment levels have
decreasing by -6,000 during the first half of 2009.

Future employment growth in the Colorado Springs region is anticipated to
increase slowly with a forecast .6% average annual growth rate.

Residential Market Trends and Demand Forecast — Region

During 2008, the total number of residential building permits issued in the region
fell -36% compared with 2007 activity.

Through mid-year 2009, regional building activity continues to fall with the
number of permits issued through July 2009 totaling 787 units, down 48% from
the 1,517 units permitted in the region during the same period in 2008.

New home sales have also declined during the past few years in El Paso County
with sales totaling approximately 2,100 units in 2008, compared with nearly 3,100
sales in 2007.

Through mid-year 2009 there have been 581 new homes sold in El Paso County,
down 48% from 1,102 sales during the same period in 2008.

Near-term housing demand (2009 —2013) is projected to average 3,000 to 3,500
units per year in E1 Paso County with overall demand (2009 —2025) of 4,000 to
4,500 units annually.

However, during the next twelve to eighteen months, new home demand is
anticipated to be less than forecast as the local housing market and economy
begin to recover.

King & Associates, Inc. 3 4-Way Ranch Metropolitan Districts #1 & #2
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Residential Market Trends and Demand Forecast —Trade Area

The Trade Area dominates the new housing market in the El1 Paso County region,
capturing approximately 50% of new home sales during the past three years.
In 2008, there were 870 new homes sold in 34 active residential projects in the
Trade Area.

Through mid-year 2009, new home sales have totaled 248 units in 25 active
projects.

Trade Area housing demand is projected to total 1,500 to 2,000 units per year
during the 2009 — 2013 time period.

Over the entire forecast period extending through 2025, housing demand in the
Trade Area is projected to range from 2,500 to 3,000 units annually.

As with the larger El Paso County region, Trade Area housing demand is
anticipated to be less than forecast, reflecting slow recovery within the local
housing market.

Competitive Projects —Trade Area

Weak market conditions exist for larger-lot, custom and semi-custom homes in
the Trade Area and throughout El Paso County.

However, Paintbrush Hills (Falcon Hills) and portions of Meridian Ranch are
currently the two most competitive projects, which would be comparable to the
larger lot development areas in 4-Way Ranch.

Residential development areas with suburban densities are also planned in 4-Way
Ranch.

Depending on development timing of these homes, competitive projects would
primarily include Meridian Ranch and Falcon Highlands (Gables).

In addition to currently active projects in the Trade Area, there are also several
planned projects with suburban densities that are anticipated for development in
the immediate Falcon area.

4-Way Ranch Residential Absorption Forecast

With a review of market factors and competitive projects, King & Associates, Inc.
has completed an absorption forecast for residential development in 4-Way
Ranch.

The residential absorption forecast extends from 2009 through 2030 and includes
single-family and multi-family units.

Over the entire forecast period, King & Associates, Inc. projects residential
absorption to average nearly 140 units per year.

During the near-term (2009 - 2013), increasing annual absorption averaging
approximately 47 units per year is forecast, representing anticipated improvement
in the local housing market.

With average projected absorption of 140 units annually, 4-Way Ranch will
account for approximately 6% of projected trade area housing demand over the
entire forecast period.

King & Associates, Inc. believes this to be reasonable since the average capture
rate per project in the trade has equaled approximately 5% since 2006.
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King & Associates, Inc. believes that 4-Way Ranch may experience higher

absorption rates depending on the degree that the following elements are

implemented within the project that typically characterize successful master

planned communities.

= A wide-range of housing product types at multiple price points.

» A selection of capable local and national homebuilders.

= A comprehensive marketing program.

= Extensive design features — entry signage, landscaping, hardscaping, fencing,
architectural treatments, etc. — that compare favorably with competitive Trade
Area projects.

Trade Area Commercial Demand Forecast

Trade area commercial demand has been forecast based on recent absorption
trends.

However, due to weak market conditions, commercial demand forecasts have
been adjusted to reflect more stabilized market and economic conditions.
During the near-term (2009 —2013), annual Trade Area demand is projected to
total 25,000 — 50,000 square feet for office, 200,000 to 300,000 square feet for
retail and 25,000 to 50,000 square feet for industrial space.

Projected near-term commercial demand in the Trade Area will likely be lower
than forecast during the next twelve to eighteen months as the local economy
improves and commercial market trends stabilize.

Over the entire forecast period (2009 — 2025), annual Trade Area demand is
projected to total 50,000 — 100,000 square feet for office, 250,000 to 350,000
square feet for retail and 50,000 to 75,000 square feet for industrial space.

4-Way Ranch Commercial Absorption Forecast

Nearly 750,000 square feet of commercial space is planned in 4-Way Ranch.

Of total projected commercial development in 4-Way Ranch, approximately

560,000 square feet of retail space is planned along with 100,000 square feet of

office / warehouse and 80,000 square feet of medical office space.

Commercial absorption has been projected in 4-Way Ranch.

»  From 2009 through 2013, 7,900 square feet of retail space is projected to
absorb in the project.

» The majority of commercial absorption is projected to occur during three
remaining time periods with absorption of approximately 260,000 square feet
of retail, office / warehouse and medical office space from 2014 — 2020,
264,000 square feet of retail and office / warehouse space from 2021 — 2025
and 211,000 square feet of retail and medical office development from 2026 —
2030.

4-Way Ranch Project Assessment

4-Way Ranch is located in an area that has accounted for approximately half of all
new home construction activity in E1 Paso County during the past few years.

The Trade Area is expected to continue its dominant share of the overall regional
housing market in future years.
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= 4-Way Ranch is a master planned community, which is anticipated to include a
wide array of housing choices and amenities that will be attractive to homebuyers.

» The project is located adjacent to the Town of Falcon, a community with a rural
character but is also near large-community amenities and service within Colorado
Springs.

» The project includes a planned clubhouse facility, expansive in-project open space
areas and trail network.

= The project is near major transportation routes providing access to employment,
shopping and community facilities located in Colorado Springs.

= Initial development in the project has begun, with market awareness throughout
the local building and home buying community.

= Due to location, project attributes and development program, 4-Way Ranch is
well positioned to become a successful project within the Trade Area.
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PROJECT DESCRIPTION

The 4-Way Ranch Metropolitan Districts #1 & #2 comprise approximately 1,325 acres
located northwest of the intersection of Stapleton Drive and U. S. Highway 24 near the
Town of Falcon, in unincorporated El Paso County, Colorado. The Districts entail a
master planned community design concept that includes both residential and commercial
land uses. In total, 3,065 single and multi-family residential units are planned in the
Districts. Commercial development anticipated in the Districts includes 561,300 square
feet of retail, slightly more than 100,000 square feet of office / warehouse space and
nearly 80,000 square feet of medical office development. The following table
summarizes development planned in 4-Way Ranch Metropolitan Districts #1 and #2.

It should be noted that a limited amount of residential development has occurred in the
project. To date, nine single-family homes have been constructed in District #1 and two
lots have sold to end-users.

4-WAY RANCH METROPOLITAN DISTRICTS #1 & #2
DEVELOPMENT PROGRAM

Development Type / Residential Commercial
Location Single family = Multi-family Retail Office/Whse. Med. Office

District 1
Residential
Filing #1 40
Filing #2 175
Filing #3 175
Commercial
Parcel #1 175 7,900 35,000
Parcel #2 17,000
Parcel #3 18,000
Parcel #4 155,100
Parcel #5 53,600
Parcel #6 51,300
Total 390 175 231,300 53,000 53,600

District 2
Residential
Filings #1-#13 2,500
Commercial
Parcel #1 145,000 50,000
Parcel #2 185,000 26,000
Total 2,500 0 330,000 50,000 26,000

Overall total 2,890 175 561,300 103,000 79,600

Source: 4-Way Ranch Metropolitan Districts #1 & #2.
Note: Planned retail development includes retail stores, pads, restaurants and big box users.
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EXHIBIT B

UPDATED FINANCIAL PLAN FOR DISTRICTS NO. 1 & 2
(INCLUDING DEBT PROJECTIONS)



4-Way Ranch Metropolitan District No's 1 and 2
Forecasted Statement of Sources
and Uses of Cash

For the Years Ending
December 31, 2005 through 2039



SIMMONS & WaEs ER, P.C. Certified Public Accountants
8005 South Chester Street, Suite 150, Centennial, CO 80112 (303) 689-0833, Fax (303) 689-0834

Board of Directors
4-Way Ranch Metropolitan District No's 1 and 2
El Paso County, Colorado

We have compiled the accompanying forecasted statements of sources and uses of cash of the 4-Way Ranch
Metropolitan District No's 1 and 2 (Exhibits 1), the related projected debt service schedules (Exhibits Il) and the
analysis of absorption, development fees and assessed values (Exhibits lll} for the years ending December 31,
2009 through 2045, in accordance with standards established by the American Institute of Certified Public
Accountants.

A compilation is limited to presenting in the form of a forecast information that is the representation of
management and does not include evaluation of the support for the assumptions underlying the forecast. We have
not examined the forecast and, accordingly, do not express an opinion or any other form of assurance on the
accompanying statements or assumptions. Furthermore, there will usually be differences between the forecasted
and actual results, because events and circumstances frequently do not occur as expected, and those differences
may be material. We have no responsibility to update this report for events and circumstances occurring after the
date of this report.

PRELIMINARY DRAFT....SUBJECT TO CHANGE

October 6, 2009



4-Way Ranch Metropolitan District No's 1 and 2

Summary of Significant Assumptions and Accounting Policies
December 31, 2009 through 2045

The foregoing forecast presents, to the best of the District's knowledge and belief, the expected cash receipts and disbursements for
the forecast period. Accordingly, the forecast reflects its judgment as of October 6, 2009. The assumptions disclosed herein are
those that management believes are significant to the forecast. There will usually be differences between the forecasted and actual
results, because events and circumstances frequently do not occur as expected, and those differences may be material.

The purpose of this forecast is to show the amount of funds available for the future construction of infrastructure from the issuance
of general obligation bonds by District No's 1and 2, the available revenues for the repayment of the debt from a cap of 50.000 mills,
the revenues and related costs associated with the proposed water | sewer distribution system in District No 1 and the available
funds for operating costs by District No's 1 and 2 from the imposition of a 10.000 mill operating levy.

Note 1: Ad Valorem Taxes

The primary source of revenue for the District No’s 1 and 2 will be the collection of ad valorem taxes. Residential property
in District No's 1 and 2 is forecasted to be assessed at 7.96% of market values. Market values for 2,890 single family
attached units are forecasted to range from $350,000 to $550,000 as of 2009. Finished lots are forecasted at 10% of
completed market values. Market values for 175 multi-family units are forecasted at $250,000 per unit. Commercial
property in District No's 1 and 2 is forecasted to be assessed at 2% of market values. Market values for 743,900 square
feet of commercial property is estimated to range from $106 to $210 per finished square foot. Market values for
residential and commercial property are forecasted to inflate at 1% per year. All property is assumed to inflate at 2%
biennially thereafter. Exhibits Il detail the forecasted absorption, market values and related assessed values for District
No's 1 and 2.

Property is assumed to be assessed annually as of January 1st. Property included in this forecast is assumed to be
assessed on the January 1% subsequent to completion. The forecast recognizes the related property taxes as revenue in
the subsequent year.

The County Treasurer currently charges a 1.5% fee for the collection of property taxes. These charges are reflected in the
accompanying forecast as a reduction to the property tax revenue.

The mill levy imposed by the District Nos 1 and 2 are proposed to equal 10.000 mills for the General Fund and 35.000 mills
for the Debt Service Fund. The mill levies are subject to adjustment for changes in the ratio of assessed values to market
values, provided that the total levy for each District is subject to a cap of 50.000 mills. It is forecasted that the General
Fund mill levy will decrease for both District No’s 1 and 2 as indicated in Exhibits .

The forecast assumes that Specific Ownership Taxes collected on motor vehicle registrations will be 7% of property taxes
collected. Specific Ownership Taxes are forecasted to be pledged to the repayment of debt.



Note 2:

Note 3:

Note 4:

Note b:

4-Way Ranch Metropolitan District No's 1 and 2

Summary of Significant Assumptions and Accounting Policies
December 31, 2009 through 2045

Interest Income

Interest income is assumed to be earned at 2.0% per annum. Interest income is based on the year's beginning cash balance
and an estimate of the timing of the receipt of revenues and the outflow of disbursements during the course of the year.

Tap Fees

It is forecasted that District No's 1 and 2 will tap fees of $16,000 for each single family detached residential home and
each single family equivalent of commercial property and a fee of $10,000 on each multi-family residential home. Itis
forecasted that the commercial property will equate to 293 single family equivalents. Exhibits Ill detail the collection of the
above fees by year. The $16,000 fee is comprised of a water system development fee of $10,000, a sewer system
development fee of $5,000 and a water resource development fee of $1,000. It is anticipated that the $1,000 water
system development fees will be paid to the developer as a one time water lease payment. The balance of the fees are
forecasted to be pledged for the payment of principal and interest on the bonds described in Note 4.

Bond Assumptions

District No. 1 forecasts the issuance of general obligation bonds totaling $20,000,000 on June 1, 2012. The bonds are
forecasted to have a maturity of 30 years from the date of issuance and are forecasted to carry a coupon rate of 7.00%.
The net proceeds of the bonds after issuance costs of $800,000, a reserve requirement of $2,000,000 and capitalized
interest in the amount of $1,400,000 are forecasted to be available for capital improvements and the repayment of
developer advances.

District No. 2 forecasts the issuance of general obligation bonds totaling $49,000,000 in three series in 2011, 2015 and
2018. The bonds are forecasted to have a maturities of up to 30 years from the date of issuance and are forecasted to
carry a coupon rate of 7.00%. The net proceeds of the bonds after issuance costs, reserve funds and capitalized interest as
indicated in Exhibit | for District No. 2, are forecasted to be available for capital improvements and the repayment of
developer advances.

The bonds are anticipated to be secured by a limited mill levy not to exceed 50.000 mills and the reserve funds described
above. A portion of the tap fees described in Note 3 are pledged for debt service.

District Improvements

Construction costs for district improvements for District No 1 are forecasted to total $31,541,920 and for District No 2
the improvements are forecasted to total $87,515,823. A portion of the improvement costs totaling $12,941,820 for
District No 1 and $43,542,543 for District No 2 are not forecasted to be funded from the bond issues described in Note 4.
It is projected that these improvements will be contributed to the Districts.



Note 6:

Note 7:

Note 8:

4-Way Ranch Metropolitan District No's 1 and 2

Summary of Significant Assumptions and Accounting Policies
December 31, 2008 through 2045

Operating and Maintenance Expenses

District No 1is forecasted to incur operating costs in the amount of $50,000 per year. Operating expenses are forecasted
to inflate at 2% per annum. It is expected that the developer will advance funds to the Districts until such time as the
10.000 mill levy forecasted to be imposed by District No’s 1 and 2 are sufficient to cover the operating expenses. It is
forecasted that the developer will be repaid the advances with interest at 7% per annum.

Water and Sewer Operations

District No 1 is forecasted to operate water and sewer treatment and distribution systems and to serve the residents and
the commercial property in District No's 1 and 2. The estimated costs per year are those described in the Engineer’s report.
Costs at build-out are forecasted to inflate at 5.0% per annum. The District intends to impose a monthly charge for potable
and irrigation water at a forecasted average rate of $47.00 per month and a month sewer charge of $22.00 per month.

Park and Recreation Maintenance

District No 1 is forecasted to provide park and recreation maintenance to the residents and commercial property in District
No's 1 and 2 as indicated in Exhibit |. Park and recreation maintenance costs are forecasted to inflate at 2.5% per annum.
The costs are expected to be paid from the 10.000 mill levy in the General Fund’s of District No’s 1 and 2.



4-Way Ranch Metropolitan District No 1
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Year

2012
2013
2013
2014
2014
2015
2015
2016
2016
2017
2017
2018
2018
2019
2019
2020
2020
2071
2021
2022
2022
2023
2023
2024
2024
2025
2025
2026
2026
2027
2027
2028
2028
2029
2029
2030
2030
2031
2031
2032
2032
2033
2033
2034
2034
2035
2035
2036
2036
2037
2037
2038
2038
2039
2039
2040
2040

4 Way Ranch Metropolitan District No. 1
Forecasted Schedule of General Obligation Debt - Series 2012
For the Years Ended December 31, 2012 through 2039

Principal

1,000,000
1.1 UU,OUd
750,0[][].
800,006
40[],0[]0.
290,006
K| U,OU[i
330,0[]6
355,000‘
380,006
4[]5,0[][].
435,006
465,006
495,[]0[;
530,006
57[],000.
61 U,Uﬂ[i
650,006
695,006
745,006
800,006
855,0[]6
91 5,006
980,00[;

1,045,000

4,080,000
20,000,000

See Summary of Significant Assumptions and Accounting Policies

Coupon

7.000%
7.000%
7.000%
7.000%
7.000%
1.000%
7.000%
7.000%
7.000%
7.000%
7.000%
7.000%
7.000%
7.000%
7.000%
7.000%
7.000%
7.000%
7.000%
71.000%
7.000%
1.000%
7.000%
7.000%
7.000%

7.000%

Annual

Interest Total

700,000 700,000

700,000

700,000 1,400,000

700,000

700,000 1,400,000

700,000

700,000 2,400,000

665,000

665,000 2,430,000

626,500

626,500 2,003,000

600,250

600,250 2,000,500

572,250

572,250 1,544,500

558,250

558,250 1,406,500

548,100

548,100 1,406,200

537,250

537,250 1,404,500

525,700

525,700 1,406,400

513,275

513,275 1,406,550

499,975

499,975 1,404,950

485,800

485,800 1,406,600

470,575

470,575 1,406,150

454,300

454,300 1,403,600

436,975

436,975 1,403,950

418,425

418,425 1,406,850

398,475

398,475 1,406,950

377,125

377,125 1,404,250

354,375

354,375 1,403,750

330,050

330,050 1,405,100

303,975 -

303,975 1,407,850

275,975 -

275,975 1,406,950

246,050 .

246,050 1,407,100

214,025 .

214,025 1,408,050

179,725 -

179,725 1,404,450

143,150 -

143,150 4,509,125
26,371,100 46,503,925

Outstanding
Balance
20,000,000
20,000,000
20,000,000
20,000,000
20,000,000
20,000,000
20,000,000
19,000,000
19,000,000
17,900,000
17,900,000
17,150,000
17,150,000
16,350,000
16,350,000
15,950,000
15,950,000
15,660,000
15,660,000
15,350,000
15,350,000
15,020,000
15,020,000
14,665,000
14,665,000
14,285,000
14,285,000
13,880,000
13,880,000
13,445,000
13,445,000
12,980,000
12,980,000
12,485,000
12,485,000
11,955,000
11,955,000
11,385,000
11,385,000
10,775,000
10,775,000
10,125,000
10,125,000
9,430,000
9,430,000
8,685,000
8,685,000
7,885,000
7,885,000
7,030,000
7,030,000
6,115,000
6,115,000
5,135,000
5,135,000
4,090,000
4,090,000

Exhibit 11
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