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D.A. Davidson & Co. member SIPC

% D A DAVIDSON

This Limited Offering Memorandum is dated June 13, 2018.

" CUSIP is a registered trademark of the American Bankers Association. CUSIP Global Services is managed on behalf of the American Bankers Association by S&P Capital IQ. Copyright © 2018 CUSIP Global Services.



USE OF INFORMATION IN THISLIMITED OFFERING MEMORANDUM

This Limited Offering Memorandum, which includes the cover page and the
appendices, does not constitute an offer to sell or the solicitation of an offer to buy any of the Bonds
in any jurisdiction in which it is unlawful to make such offer, solicitation, or sale. No dedler,
salesperson, or other person has been authorized to give any information or to make any
representations other than those contained in this Limited Offering Memorandum in connection with
the offering of the Bonds, and if given or made, such information or representations must not be
relied upon as having been authorized by the District or the Underwriter.

The information set forth in this Limited Offering Memorandum has been obtained
from the District, from the sources referenced throughout this Limited Offering Memorandum and
from other sources believed to bereliable. No representation or warranty is made, however, as to the
accuracy or completeness of information received from parties other than the District. The
Underwriter has provided the following sentence for inclusion in this Limited Offering
Memorandum. In accordance with its responsibilities under federal securities laws, the Underwriter
has reviewed the information in this Limited Offering Memorandum but does not guarantee its
accuracy or completeness. This Limited Offering Memorandum contains, in part, estimates and
matters of opinion which are not intended as statements of fact, and no representation or warranty is
made as to the correctness of such estimates and opinions, or that they will be realized.

The information, estimates, and expressions of opinion contained in this Limited
Offering Memorandum are subject to change without notice, and neither the delivery of this Limited
Offering Memorandum nor any sale of the Bonds shal, under any circumstances, create any
implication that there has been no change in the affairs of the District, or in the information,
estimates, or opinions set forth herein, since the date of this Limited Offering Memorandum.

This Limited Offering Memorandum has been prepared only in connection with the
original offering of the Bonds and may not be reproduced or used in whole or in part for any other
purpose.

The Bonds have not been registered with the Securities and Exchange Commission
due to certain exemptions contained in the Securities Act of 1933, as amended. In making an
investment decision, investors must rely on their own examination of the District, the Bonds and the
terms of the offering, including the merits and risks involved. The Bonds have not been
recommended by any federal or state securities commission or regulatory authority, and the
foregoing authorities have neither reviewed nor confirmed the accuracy of this document.

THE PRICES AT WHICH THE BONDS ARE OFFERED TO THE PUBLIC BY
THE UNDERWRITER (AND THE YIELDS RESULTING THEREFROM) MAY VARY FROM
THE INITIAL PUBLIC OFFERING PRICES OR YIELDS APPEARING ON THE COVER PAGE
HEREOF. IN ADDITION, THE UNDERWRITER MAY ALLOW CONCESSIONS OR
DISCOUNTS FROM SUCH INITIAL PUBLIC OFFERING PRICES TO DEALERS AND
OTHERS. IN ORDER TO FACILITATE DISTRIBUTION OF THE BONDS, THE
UNDERWRITER MAY ENGAGE IN TRANSACTIONS INTENDED TO STABILIZE THE
PRICE OF THE BONDS AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL
IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED
AT ANY TIME.
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AERIAL PHOTOGRAPH OF THE DISTRICT

Note: The boundaries depicted in the Aerial Photograph of the District do not show the impact of
the exclusion of approximately 24 acres of property from the southern portion of the District that
took place on June 13, 2018. See “THE DISTRICT - Inclusion, Exclusion, Consolidation and
Dissolution — Exclusion of Property.”
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SITE PLAN OF THE PROPOSED DEVELOPMENT

IMPORTANT CAUTION: This conceptual site plan depicts only the general plan for the
Development as of January 2018 and not actual development. The property in the District is currently
vacant and completely undeveloped, with the exception of some existing structures that will be
demolished in connection with the Development. In addition, this site plan was prepared prior to the
exclusion of approximately 392 acres and the exclusion of an additional approximately 24 acres
from the southern portion of the District’s boundaries, and will be impacted by proposed zoning
and platting changes. This site plan is subject to change and does not represent the final depiction
of the Development upon its completion. See “RISK FACTORS,” “THE DISTRICT - Inclusion,
Exclusion, Consolidation and Dissolution — Exclusion of Property” and “THE DEVELOPMENT.”
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LIMITED OFFERING MEMORANDUM

CROWFOOT VALLEY RANCH METROPOLITAN DISTRICT NO. 2
DOUGLASCOUNTY, COLORADO

$31,945,000 $3,260,000
CROWFOOT VALLEY RANCH CROWFOOT VALLEY RANCH
METROPOLITAN DISTRICT NO. 2 METROPOLITAN DISTRICT NO. 2
(IN DOUGLASCOUNTY, COLORADO) (IN DOUGLAS COUNTY, COLORADO)
LIMITED TAX SUBORDINATE LIMITED TAX
GENERAL OBLIGATION BONDS GENERAL OBLIGATION BONDS
SERIES 2018A SERIES 2018B

INTRODUCTION
Changesfrom the Preliminary Limited Offering Memorandum Dated June 5, 2018

This Limited Offering Memorandum includes certain information which was not
available for inclusion in the Preliminary Limited Offering Memorandum dated June 5, 2018 (the
“PLOM"), including the final uses of proceeds of the Bonds and the maturity dates, interest rates,
prices, redemption provisions, and other terms of the Bonds. In addition, the following changes
have been made to the PLOM:

1. The Financial Forecast (defined herein) has been revised to reflect the
final pricing of the Bonds. See Appendix B and “RISK FACTORS — Risks Related to
Projections.”

2. The PLOM stated that a petition for exclusion of 23.910 acres of property
was received by the District on May 31, 2018. On June 8, 2018, the District Court issued an
Order of Exclusion pertaining to this property. On June 13, 2018, the Order of Exclusion was
recorded with the Douglas County Clerk & Recorder at Reception No. 2018035654, thereby
completing the exclusion process.

General

This Limited Offering Memorandum, which includes the cover page and the
appendices, provides information in connection with the offer and sale of (i) the Crowfoot Valley
Ranch Metropolitan District No. 2 Limited Tax General Obligation Bonds, Series 2018A (the
“2018A Senior Bonds’), to be issued by Crowfoot Valey Ranch Metropolitan District No. 2,
Douglas County, Colorado (the “Digtrict”), a political subdivision of the State of Colorado (the
“State”), in the total aggregate principal amount of $31,945,000, and (ii) the Crowfoot Valley
Ranch Metropolitan District No. 2 Subordinate Limited Tax General Obligation Bonds, Series
2018B (the “2018B Subordinate Bonds,” and together with the 2018A Senior Bonds, the
“Bonds’), to be issued by the District in the total aggregate principal amount of $3,260,000.

The Bonds will be issued pursuant to a resolution (the “Bond Resolution™)
adopted by the Board of Directors of the District (the “Board”) prior to the issuance of the



Bonds. The 2018A Senior Bonds will also be issued pursuant to an Indenture of Trust (Senior)
between the District and UMB Bank, n.a., Denver, Colorado, as trustee (the “2018A Trustee”)
dated as of June 1, 2018 (the “2018A Senior Indenture”). The 2018B Subordinate Bonds will
also be issued pursuant to an Indenture of Trust (Subordinate) between the District and UMB
Bank, n.a, Denver, Colorado, as trustee (the “2018B Trustee” and together with the 2018A
Trustee, the “Trustee”), dated as of June 1, 2018 (the “2018B Subordinate Indenture,” and
together with the 2018A Senior Indenture, the “Indentures’).

The offering of the Bonds is made only by way of this Limited Offering
Memorandum, which supersedes any other information or materials used in connection with the
offer or sale of the Bonds. The following introductory material is only a brief description of and
is qualified by the more complete information contained throughout this Limited Offering
Memorandum. A full review should be made of the entire Limited Offering Memorandum and
the documents summarized or described herein, particularly the section entitled “RISK
FACTORS.” Detachment or other use of this “INTRODUCTION” without the entire Limited
Offering Memorandum, including the cover page and appendices, is unauthorized. Undefined
capitalized terms have the meanings given in the applicable Indenture.

The I ssuer

General. The Didtrict is a specia district formed pursuant to Title 32, Article 1,
Colorado Revised Statutes (“C.R.S.”) (the “Special District Act”). The District was formed
simultaneously with the formation of Crowfoot Valley Ranch Metropolitan District No. 1
(“District No. 1,” and together with the District, the “Districts’) to serve the needs of a master-
planned residential community, currently referred to as “ Canyons South” (the “Development,” as
further defined below) located entirely in Douglas County (the “County”). District No. 1 was
formed to construct, own and operate the majority of the public services and facilities for the
Development and the District was formed to fund and assist in the coordination of metropolitan
district services and facilities. The District encompasses the entirety of the Development, and
District No. 1 contains approximately one acre included within the boundaries of the District.

The District was formed on December 3, 2002, pursuant to an order and decree
entered by the District Court in and for Douglas County, and recorded in the rea property
records of the County on December 18, 2002. Organization of the District was preceded by the
approval by the County of a service plan consisting of a financial plan, including proposed
funding therefor, and a preliminary engineering survey detailing the proposed improvements
within the District; the adoption by the Board of County Commissioners of a resolution
approving the formation of the District; and approval of the District’s formation by the qualified
electors of the proposed District at an election held for that purpose. The origina Consolidated
Service Plan for the Districts was approved on August 14, 2002 and the Amended and Restated
Service Plan was approved on December 16, 2008 (as so amended and restated, the “ Service
Plan”).

The 2017 certified assessed valuation of the property in the District is $618,910;
however, this valuation was certified prior to May 23, 2018 exclusion of approximately
392 acres and the June 13, 2018 exclusion of an additional approximately 24 acres of land from
the District’s boundaries. See “THE DISTRICT — Inclusion, Exclusion, Consolidation and



Dissolution — Exclusion of Property” and “PROPERTY TAXATION, ASSESSED
VALUATION AND OVERLAPPING DEBT — Ad Vaorem Property Tax Data.”

Description, Location and Maps. The District currently contains approximately
1,627 acres, located to the southeast of the City of Castle Pines (the “City”) and to the northeast
of and adjacent to the Town of Castle Rock (the “Town”). The District is approximately
27 miles south of downtown Denver and 18 miles south of the Denver Tech Center, and
approximately 42 miles north of downtown Colorado Springs. The District’s boundaries are
generally located east of the confluence of Founder’s Parkway and Crowfoot Valley Road. See
AERIAL PHOTOGRAPH OF THE DISTRICT on page vii.

The Development

The following section contains a summary of the information set forth herein
under “THE DEVELOPMENT.” Additional information regarding the Development (defined
below) is set forth therein. The property in the District is currently vacant and completely
undevel oped, with the exception of some existing structures that will be demolished in connection
with the Development. Completion of development within the District depends upon the
successful re-plattting and subdivision of the property within the District (which requires the
approval of the Board of County Commissioners of the County), market activity, the availability
of private development financing, governmental regulations, general local, regional and
national economic conditions, the managerial and financial capability of the Developer (defined
below) and the Homebuilders (defined below), and other significant factors over which the
District, the Developer and the Homebuilders may have no control. See“ RISK FACTORS”

The Development. The planned “Canyons South” development is expected to
contain approximately 1,627 acres (of which approximately 1,131 acres are currently owned by
the Developer) and is a master-planned community greenfield development in the County to the
southeast of the City and to the northeast of and adjacent to the Town. The development is
planned to consist entirely of single family residential uses, as well as a recreational amenity
center, two school sites, and a 450-acre regional park and open space (the “Development”). At
full buildout, the Development is expected to consist of approximately 968 single family
detached homes. According to the Developer, land development and residential construction are
expected to occur between late 2018 and 2024, and home sales are expected to begin in 2020 and
continue through late 2027. There is no assurance, however, that these expectations will be
realized. None of the property in the District is currently developed, and significant
governmental land entitlements, land sales, private development financing and other actions
must occur before any development can commence. See “THE DEVELOPMENT — Status of
Development in the District.” The actual rate and amount of devel opment is subject to material
change. See” RISK FACTORS —Development Not Assured.”

Approximately 901 acres of the Development was platted into single family lots,
open space, and other uses in 2008; however, since 2008, no construction has taken place. The
Developer (defined below) plans to re-plat these 901 acres and to plat other property in the
District with the goal of platting approximately 968 single family lots, open space, parks, and
other uses. The Developer is in the process of filing an amendment to the Canyons South Plat,
known as Canyon South Filing No. 1A, 1st Amendment (the “Canyons South Replat”). The
Canyons South Replat contains platting adjustments and lot reconfigurations necessary to
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accommodate the planned residential development. If approved and recorded, the Canyons
South Replat will change the plat to match the Developer’s intended development plan for the
property for the initial phase of 271 lots. Additional engineering and final platting of future
phases will be required prior to commencement of future phases of construction. According to
the Developer, the Canyons South Replat has been submitted to the County for review and is
anticipated to be completed and recorded by late 2018. Amendments to a final plat document
like the Canyons South Replat require County staff approval and Board of County Commissioner
approval. See “RISK FACTORS — Development Not Assured” and “THE DEVELOPMENT —
Zoning, Platting and Land Entitlements — Subdivision and Platting”

Construction of the Development will require the completion of substantial public
improvements, including streets, water improvements, sewer improvements, parks, and similar
infrastructure. No such construction has yet taken place. Net proceeds of the Bonds (in the
aggregate amount of $25,928,188.43) will be deposited to the Senior Project Fund and the
Subordinate Project Fund and will be available to finance a portion of these costs. The total
public improvement budget is estimated by the Developer to be approximately $74.8 million,
and therefore the Bonds are expected to finance only approximately 35% of the total costs.
According to the District, additional costs for the acquisition of public improvements will be
paid for with Developer financing, subject to availability. See “RISK FACTORS — Construction
of Necessary Public Improvements Not Assured.”

The Developer. The Development is a project of HT Canyons South, LP, a
Delaware limited partnership, acting through its subsidiaries HT Canyons South
Development LP, a Delaware limited partnership, and HT Canyons South Land LP, a Delaware
limited partnership (collectively, the “Developer”). HT Canyons South Development LP will
develop the land in the Development and currently owns approximately 297 acres of land to be
developed in the first phase of the Development, and HT Canyons South Land LP currently owns
the remaining approximately 834 acres of land to be conveyed to HT Canyons South
Development LP prior to the commencement of physical construction of each phase.

HT Canyons South, LP is ajoint venture of and is owned by an affiliate of Hines
Interests Limited Partnership (“Hines’), as genera partner, and TREZ Capital (“TREZ"), as
limited partner. Hines is a privately owned globa real estate investment, development and
management firm with a presence in 201 cities in 21 countries. TREZ is a rea estate investor
based in Canada. Hines and TREZ have jointly developed other residential land devel opment
projects for homebuilders in Colorado and Texas, including Flatiron Meadows in Erie, Colorado;
Parkside West in Las Colinas within Irving, Texas, and Edgestone at Legacy in Frisco, Texas.
The Developer is member-managed by Hines pursuant to an operating agreement entered into
between Hines and TREZ. In addition, the Developer has engaged Hines as development
manager for the Development pursuant to a Development Management Agreement. See “THE
DEVELOPMENT — The Developer.”

The Developer acquired the property in the Development on or about
May 14, 2018, from Canyons South LLC (the “Prior Developer”) for approximately
$35,075,000, plus a $2,000/lot fee due to the Prior Developer at the time each lot is sold to a
third-party homebuilder.



The Homebuilders. The Developer currently owns all of the land to be devel oped
in the Development and has executed finished lot contracts with homebuilders to sell 641 of the
approximately 968 planned lots in the Development, or approximately 66%. The Developer is
currently a party to four purchase and sale agreements with the following homebuilders: William
Lyon Homes, Inc. (“William Lyon Homes’) (430 planned lots), Lennar Colorado LLC
(“Lennar”) (103 planned lots), Weekley Homes, LLC, an affiliate of David Weekley Homes
(“David Weekley Homes’) (54 planned lots) and Toll Southwest LLC, an affiliate of Toll
Brothers, Inc. (“Toll Brothers’) (54 planned lots). William Lyon Homes, Lennar, David
Weekley Homes, and Toll Brothers are referred to herein collectively as the “Homebuilders.”
According to the Developer, these respective contracts are expected to close on a lot-by-lot basis
with each of the Homebuilders on a rolling takedown structure. William Lyon Homes, Lennar
and David Weekley Homes have collectively posted and released on average 15% hard earnest
money deposits to secure their respective contracts, equaling approximately $11,398,200 in total
as of May 29, 2018, and Toll Brothers is expected to post and release an aggregate earnest
money deposit of $810,000. Each of the contracts include various conditions and contingencies,
some of which have not yet occurred, including receiving County plat approval, and there is no
guarantee that the Homebuilders or other homebuilders will purchase all or any of the planned
lots. Additionally, the Toll Brothers PSA is currently subject to termination by Toll Brothers
during the Inspection Period. See “THE DEVELOPMENT — Land Ownership and Sales
Contract Status’ and “— The Homebuilders.”

Security for the 2018A Senior Bonds

General. The 2018A Senior Bonds constitute limited tax general obligations of
the District payable solely from and to the extent of the Senior Pledged Revenue as described
herein. The primary component of the Senior Pledged Revenue is expected to be tax revenues
imposed and collected by the District and pledged to the payment of the 2018A Senior Bonds
pursuant to the 2018A Senior Indenture. The obligation incurred by the District under the 2018A
Senior Indenture constitutes a limited tax genera obligation of the District. See “SECURITY
FOR THE 2018A SENIOR BONDS — Additional Senior Obligations under the 2018A Senior
Indenture.” Payment of the principal of and interest on the 2018A Senior Bondsis not secured by
any deed of trust, mortgage or other lien or security interest on any property within the District.

The 2018A Senior Bonds are additionally secured by the 2018A Surplus Fund,
which will initially be funded with proceeds of the 2018A Senior Bonds in the amount of
$2,854,000.00, and will aso be funded with excess Senior Pledged Revenue, if any, and by
capitalized interest which will be funded with proceeds of the 2018A Senior Bonds in the
amount of $5,449,111.57. See “THE 2018A SENIOR BONDS - Funds and Accounts.”

The Senior Pledged Revenue may or may not be sufficient to pay the principal of
and interest on the 2018A Senior Bonds. No representation is made by the District or the
Underwriter that the Senior Pledged Revenue will be sufficient to pay the principal of and
interest on the 2018A Senior Bonds. See “ RISK FACTORS” “ SECURITY FOR THE 2018A
SENIOR BONDS' and “PROPERTY TAXATION, ASSESSED VALUATION AND
OVERLAPPING DEBT.”

Senior Pledged Revenue and the Senior Required Mill Levy. “Senior Pledged
Revenue” is defined in the 2018A Senior Indenture as the following, net of any costs of
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collection (to the extent not previously deducted by definition): (i) al Senior Property Tax
Revenues; (ii) all Senior Specific Ownership Tax Revenues; (iii) all Capital Fees; and (iv) any
other legally available moneys which the District determines, in its absolute discretion, to credit
to the Senior Bond Fund.

“Senior Property Tax Revenues’ are generally defined as all moneys derived from
imposition by the District of the Senior Required Mill Levy (described below). Senior Property
Tax Revenues are net of the costs of collection and any tax refunds or abatements authorized by
or on behalf of the County. (For the avoidance of doubt, Senior Property Tax Revenues do not
include specific ownership tax revenues.)

“Senior Required Mill Levy” is generdly defined as an ad valorem mill levy
imposed upon all taxable property of the District each year in an amount which, if imposed by
the District for collection in the succeeding caendar year, would generate Senior Property Tax
Revenues sufficient to pay the 2018A Senior Bonds, but not in excess of 50 mills (subject to
adjustment as set forth in the 2018A Senior Indenture), and for so long as the amount on deposit
in the 2018A Surplus Fund is less than the Maximum Surplus Amount (defined as $6,389,000),
egual to 50 mills (subject to adjustment as set forth in the 2018A Senior Indenture).

Limited Tax Pledge. The Senior Required Mill Levy is limited to 50 mills
(subject to adjustment as described herein). In the event that the Senior Pledged Revenue is
insufficient to pay the 2018A Senior Bonds when due, the unpaid principal will continue to bear
interest, and the unpaid interest will compound semi-annually at the rate then borne by the
2018A Senior Bonds until the total repayment obligation of the District for the 2018A Senior
Bonds equals the amount permitted by law and its electoral authorization. During this period of
accrual, the District will not be in default on the payment of such principal and interest, and the
2018A Ownerswill have no recourse against the District to require such payments (other than to
require the District to continue to assess, enforce and collect the Senior Required Mill Levy
under the circumstances set forth in the 2018A Senior Indenture). In addition, the District will
not be liable to 2018A Owners for unpaid principal and interest beyond the amount permitted by
law and its electoral authorization, and all 2018A Senior Bonds will be deemed defeased and no
longer outstanding upon the payment by the District of such amount.

Other Components of Senior Pledged Revenue. Senior Pledged Revenue aso
includes Senior Specific Ownership Tax Revenues and Capital Fees (if any). Each is described
in“SECURITY FOR THE 2018A SENIOR BONDS.”

Security for the 2018B Subordinate Bonds

The payment of the 2018B Subordinate Bonds is subordinate to the payment of
the 2018A Senior Bonds and any Senior Obligations.

Generad. The 2018B Subordinate Bonds are subordinate limited tax general
obligations of the District payable solely from the Subordinate Pledged Revenue as described
herein. The security for the payment of the 2018B Subordinate Bonds is generally dependent
upon the generation of property tax and specific ownership tax revenues derived from the
District’s imposition of the Subordinate Required Mill Levy under the 2018B Subordinate
Indenture. Payment of the principal of and interest on the 2018B Subordinate Bonds is not
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secured by any deed of trust, mortgage or other lien or security interest on any property within
the District. See“SECURITY FOR THE 2018B SUBORDINATE BONDS.”

The Subordinate Pledged Revenue may or may not be sufficient to pay the
principal of and interest on the 2018B Subordinate Bonds. No representation is made by the
District or the Underwriter that the Subordinate Pledged Revenue will be sufficient to pay the
principal of and interest on the 2018B Subordinate Bonds.

Subordinate Pledged Revenue and the Subordinate Required Mill Levy.
“Subordinate Pledged Revenue” is defined in the 2018B Subordinate Indenture as the following,
net of any costs of collection (to the extent not previously deducted by definition): (i) all
Subordinate Property Tax Revenues; (ii) all Subordinate Specific Ownership Tax Revenues;
(iii) Subordinate Capital Fee Revenue (defined as any revenue from Capital Fees remaining after
deduction of any amount thereof used, paid, pledged, or otherwise applied to the payment of any
Senior Obligations); and (iv) any other legally available moneys which the District determines,
in its absolute discretion, to credit to the Subordinate Bond Fund.

“Subordinate Property Tax Revenues’ are defined as all moneys derived from
imposition by the District of the Subordinate Required Mill Levy. Subordinate Property Tax
Revenues are net of the costs of collection and any tax refunds or abatements authorized by or on
behalf of the County. (For the avoidance of doubt, Subordinate Property Tax Revenues do not
include specific ownership tax revenues.)

“Subordinate Required Mill Levy” is generally defined as an ad valorem mill levy
equal to (i) 50 mills (subject to adjustment as set forth in the 2018B Subordinate Indenture), less
the “ Senior Obligation Mill Levy” (which includes the Senior Required Mill Levy described
herein and any other ad valorem property tax levy required to be imposed by the District for the
payment of the Senior Obligations (defined herein)), or (ii) such lesser amount which, if imposed
by the District for collection in the succeeding calendar year, would generate Subordinate
Property Tax Revenues which, when combined with moneys then on deposit in the Subordinate
Bond Fund, will pay the 2018B Subordinate Bonds in full in the year such levy is collected.

Limited Tax Pledge. The Subordinate Required Mill Levy is limited to 50 mills
(subject to adjustment as described in the 2018B Subordinate Indenture). In the event that the
Subordinate Pledged Revenue is insufficient to pay the 2018B Subordinate Bonds, the unpaid
principal will continue to bear interest and the unpaid interest will compound annually at the rate
then borne by the 2018B Subordinate Bonds until the total repayment obligation of the District
for the 2018B Subordinate Bonds equals the amount permitted by law and its electoral
authorization or, as described below, until December 15, 2058. During this period of accrual,
the District will not be in default on the payment of such principal and interest, and the 2018B
Owners will have no recourse against the District to require such payments (other than to
require the District to continue to assess, enforce and collect the Subordinate Required Mill Levy
under the circumstances set forth in the 2018B Subordinate Indenture). In addition, the District
will not be liable to 2018B Owners for unpaid principal and interest beyond the amount
permitted by law and its electoral authorization, and all 2018B Subordinate Bonds will be
deemed defeased and no longer outstanding upon the payment by the District of such amount. In
addition, in the event any amounts due and owing on the 2018B Subordinate Bonds remain

outstanding on December 15, 2058, such amounts shall be extinguished and no longer be due
and outstanding.
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No Regularly Scheduled Principal Payments on the 2018B Subordinate Bonds. In
addition to being subordinate obligations, the 2018B Subordinate Bonds are structured as “cash
flow” bonds, meaning that (a) principal on the 2018B Subordinate Bonds is payable on the
Mandatory Redemption Date(s) (each December 15) from, and only to the extent of, Subordinate
Pledged Revenue available therefor, if any, in accordance with the terms of the 2018B
Subordinate Indenture, pursuant to a special mandatory redemption more particularly described
in “THE 2018B SUBORDINATE BONDS - Prior Redemption - Mandatory Redemption” * - No
Mandatory Sinking Fund Redemption” and “- Funds and Accounts — Subordinate Bond Fund”
and (b) interest on the 2018B Subordinate Bonds is payable on each December 15, but only from
and to the extent of, Subordinate Pledged Revenue available therefor. Unpaid interest will
accrue and compound annually at the rate of interest on the 2018B Subordinate Bonds until
sufficient Subordinate Pledged Revenue is available for payment. The failure to pay interest
each December 15 is not an Event of Default under the 2018B Subordinate Indenture. The
failure to pay principal on any Mandatory Redemption Date or upon the maturity date also is not
an Event of Default under the 2018B Subordinate Indenture. See “SECURITY FOR THE
2018B SUBORDINATE BONDS — Events of Default and Remedies.” If, however, Subordinate
Pledged Revenue is available on a Mandatory Redemption Date, then all such revenue must be
applied first to pay interest due on the 2018B Subordinate Bonds and then to pay all or a portion
of the principal amount of the 2018B Subordinate Bonds, and such 2018B Subordinate Bonds
will be subject to mandatory redemption on that date in advance of their maturity date. In
addition, in the event any amounts due and owing on the 2018B Subordinate Bonds remain
outstanding on December 15, 2058, such amounts shall be extinguished and no longer be due
and outstanding. See” RISK FACTORS.”

Purpose

Proceeds of the 2018A Senior Bonds will be used to: (i) finance or reimburse
public improvements related to the Development; (ii) fund capitalized interest on the 2018A
Senior Bonds; (iii) make an initial deposit to the 2018A Surplus Fund; and (iv) pay the costs of
issuance of the Bonds. Proceeds of the 2018B Subordinate Bonds will be used to: (i) finance or
reimburse additional public improvements related to the Development; and (ii) pay certain other
costs of issuance of the 2018B Subordinate Bonds. See “USES OF PROCEEDS.”

The Bonds; Prior Redemption

2018A Senior Bonds. The 2018A Senior Bonds are issued solely as fully
registered certificates in the denominations of $500,000 or any integral multiple of $1,000 in
excess thereof. The 2018A Senior Bonds mature and bear interest (calculated based on a 360-
day year consisting of twelve 30-day months) as set forth on the cover page hereof. The
payment of principal and interest on the 2018A Senior Bonds is described in “THE 2018A
SENIOR BONDS — Payment of Principal and Interest; Record Date.” The 2018A Senior Bonds
are subject to redemption prior to maturity at the option of the District and also are subject to
mandatory sinking fund redemption, as more particularly described in “THE 2018A SENIOR
BONDS - Prior Redemption.”




2018B Subordinate Bonds. The 2018B Subordinate Bonds are issued solely as
fully registered certificates in the denominations of $500,000 or any integral multiple of $1,000
in excess thereof. The 2018B Subordinate Bonds mature and bear interest (calculated based on a
360-day year consisting of twelve 30-day months) as set forth on the cover page hereof. The
payment of principal and interest on the 2018B Subordinate Bonds is described in “THE 2018B
SUBORDINATE BONDS — Payment of Principal and Interest; Record Date.” The 2018B
Subordinate Bonds are subject to redemption prior to maturity at the option of the District and to
mandatory redemption under certain circumstances set forth in the 2018B Subordinate Indenture,
as more particularly described in “THE 2018B SUBORDINATE BONDS — Prior Redemption.”

Authority for Issuance

Each series of Bondsisissued in full conformity with the constitution and laws of
the State, particularly the Special District Act, Title 32, Article 1, Part 11, C.R.S,, and Title 11,
Article 57, Part 2, C.R.S. (the “ Supplemental Public Securities Act”), and pursuant to the Bond
Resolution, the Elections (defined herein) and the applicable Indenture.

Book-Entry Registration

Each series of Bonds initialy will be registered in the name of Cede & Co., as
nominee for The Depository Trust Company, New York, New York (“DTC"), the securities
depository for the Bonds. Purchases of each series of Bonds are to be made in book-entry form
only. Purchasers will not receive certificates representing their beneficial ownership interest in
the Bonds. See “THE 2018A SENIOR BONDS — Book-Entry Only System” and “ THE 2018B
SUBORDINATE BONDS — Book-Entry Only System.”

Tax Status

In the opinion of Ballard Spahr LLP, Denver, Colorado, Bond Counsel, interest
on the Bonds is excludable from gross income for purposes of federal income tax, assuming
continuing compliance with the requirements of the federal tax laws. Interest on the Bondsis not
a preference item for purposes of the individual federal alternative minimum tax; however,
interest paid to certain corporate holders of the Bonds indirectly may be subject to alternative
minimum tax under circumstances described under “TAX MATTERS’ herein. Bond Counsel is
also of the opinion that to the extent that interest on the Bonds is excludable from gross income
for federal income tax purposes, interest on the Bonds is excludable from gross income for State
of Colorado income tax purposes and from the calculation of State of Colorado aternative
minimum taxable income. See“TAX MATTERS’ herein.

Professionals

Ballard Spahr LLP, Denver, Colorado, is acting as Bond Counsel. Sherman &
Howard L.L.C., Denver, Colorado, is acting as counsel to the Underwriter. Asof May 25, 2018,
Collins Cockrel & Cole P.C., Denver, Colorado, represents the District as general counsel; prior
to such date, Spencer Fane LLP, Denver, Colorado, served as general counsel to the District, and
Collins Cockrel & Cole P.C. served as counsdl to the Developer. UMB Bank, n.a., Denver,
Colorado will act as the trustee, paying agent and registrar for the Bonds (the “ Trustee”). D.A.



Davidson & Co., Denver, Colorado, will act as the underwriter for the Bonds (the
“Underwriter”). See “UNDERWRITING.”

Continuing Disclosure Undertaking

Continuing Disclosure Agreement. Although the Underwriter has determined that
the Bonds are exempt from the requirements of the Securities and Exchange Commission Rule
15¢2-12 (17 C.F.R. Part 240, section 240.15c2-12) (the “Rul€’), the District and the Devel oper
have agreed, pursuant to the provisions of the Continuing Disclosure Agreement dated as of the
date of delivery of the Bonds (the “Continuing Disclosure Agreement”), to provide certain
information to the Trustee on a quarterly and annual basis for dissemination to the Municipal
Securities Rulemaking Board (MSRB) viaits Electronic Municipal Market Access (EMMA) and
to provide notice of certain material events. The form of the Continuing Disclosure Agreement
is attached hereto as Appendix D.

No Prior Continuing Disclosure Undertakings. The District has never entered into
such an undertaking, and therefore has never failed to materialy comply with any prior
undertaking entered into pursuant to the Rule.

Delivery Information

Each series of Bonds is offered when, as, and if issued by the District and
accepted by the Underwriter, subject to: prior sale, the approving legal opinions of Bond Counsel
(the forms of which are attached hereto as Appendix G), and certain other matters. It is expected
that the Bonds will be available for delivery through the facilities of DTC on or about
June 19, 2018.

Additional I nformation

All references herein to the Indentures, Bond Resolution, and other documents are
qualified in their entirety by reference to such documents. Additional information and copies of
the documents referred to herein are avail able from the following sources, as applicable:

Crowfoot Valley Ranch D.A. Davidson & Co.
Metropolitan District No. 2 1550 Market Street, Suite 300
c/o Collins Cockrel & Cole P.C. Denver, Colorado 80202

390 Union Blvd. Suite 400 Telephone: (303) 764-6000

Denver, Colorado 80228
Telephone: (303) 986-1551
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FORWARD-LOOKING STATEMENTS

This Limited Offering Memorandum, including but not limited to the Market
Study attached as Appendix A and the Financial Forecast attached as Appendix B, and the
information in “RISK FACTORS’ and “THE DEVELOPMENT” contains statements relating to
future results that are “forward-looking statements.” When used in this Limited Offering
Memorandum, the words “estimate,” “i expect,” “anticipate,” “plan,” and similar

intend,
expressions identify forward-looking statements. Any forward-looking statement is subject to
risks and uncertainties that could cause actua results to differ materially from those
contemplated in such forward-looking statements. Inevitably, some assumptions used to develop
the forward-looking statement will not be realized and unanticipated events and circumstances
will occur. Therefore, it can be expected that there will be differences between forward-looking
statements and actual results, and those differences may be material. For a discussion of certain
of such risks, see the following section, “RISK FACTORS.”

RISK FACTORS

Each prospective purchaser of the Bonds should consider carefully, along with
other matters referred to herein, the following risks of investment. The ability of the District to
meet the debt service requirements of the Bonds is subject to various risks and uncertainties
which are discussed throughout this Limited Offering Memorandum. Certain of such investment
considerations are set forth below. This section of this Limited Offering Memorandum does not
purport to summarize all of therisks. Investors should read this Limited Offering Memorandum
initsentirety.

Each prospective purchaser isresponsible for assessing the merits and risks
of an investment in the Bonds and must be able to bear the economic risk of such
investment in the Bonds. Although the revenues pledged to the 2018A Senior Bonds and
the 2018B Subordinate Bonds are derived from the same property tax revenue source, the
2018B Subordinate Bonds are subordinate to the 2018A Senior Bonds, no regularly
scheduled principal payments are due on the 2018B Subordinate Bonds and the possibility
of nonpayment of principal and interest on the 2018B Subordinate Bonds is substantially
higher than the nonpayment of principal and interest on the 2018A Senior Bonds. The
Bonds are offered only to financial institutions and institutional investors in minimum
denominations of $500,000, will not receive a credit rating from any source, and are not
suitable investments for all investors. By purchasing the Bonds, each purchaser represents
that it is a financial institution or an institutional investor with sufficient knowledge and
experience in financial and business matters, including the purchase and owner ship of tax-
exempt obligations, to be able to evaluate the merits and risks of an investment in the
Bonds.

Lack of Operating History

The District was organized in December 2002, but remains undeveloped and
therefore has a very limited operating history. The District has had minimal financia activity
since formation and, to date, has provided no services nor constructed or financed any public
improvements. Until the assessed value of the property in the District increases to an amount
sufficient to generate revenues to pay debt service on the Bonds and the costs of operating the
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District, the District plans to rely on revenue generated from (1) Developer advances to pay
operations and maintenance costs to District No. 1, and (2) capitalized interest and Capital Fees
to pay debt service on the 2018A Senior Bonds. See “DISTRICT FINANCIAL
INFORMATION,” “USES OF PROCEEDS’ and “THE DISTRICT — District Agreements.”

Limited Security for the 2018A Senior Bonds

General. The 2018A Senior Bonds constitute limited tax general obligations of
the District as provided in the 2018A Senior Indenture. All of the 2018A Senior Bonds, together
with the interest thereon and any premium due in connection therewith, are payable solely from
and to the extent of the Senior Pledged Revenue, including all moneys and earnings thereon held
in the funds and accounts created in the 2018A Senior Indenture, and the Senior Pledged
Revenue is pledged to the payment of the 2018A Senior Bonds.

The 2018A Senior Bonds are additionally secured by the 2018A Surplus Fund,
which will initially be funded with proceeds of the 2018A Senior Bonds in the amount of
$2,854,000.00, and will aso be funded with excess Senior Pledged Revenue, if any, and by
capitalized interest which will be funded with proceeds of the 2018A Senior Bonds in the
amount of $5,449,111.57. See“THE 2018A SENIOR BONDS - Funds and Accounts.”

The 2018A Senior Bonds are not obligations of District No. 1, the County or the
State. Payment of the principal of and interest on the 2018A Senior Bonds is not secured by any
deed of trust, mortgage or other lien or security interest on any property within the District.

The Senior Pledged Revenue may or may not be sufficient to pay the principal of
and interest on the 2018A Senior Bonds. No representation is made by the District or the
Underwriter that the Senior Pledged Revenue will be sufficient to pay the principal of and
interest on the 2018A Senior Bonds.

Limited Tax Pledge. The Senior Required Mill Levy is limited to 50 mills
(subject to adjustment as described herein). In the event that the Senior Pledged Revenue is
insufficient to pay the 2018A Senior Bonds when due, the unpaid principal will continue to bear
interest, and the unpaid interest will compound semi-annually on each interest payment date of
the 2018A Senior Bonds, at the rate then borne by the 2018A Senior Bonds; provided however,
that notwithstanding anything in the 2018A Senior Indenture to the contrary, the District is not
obligated to pay more than the amount permitted by law and its electoral authorization in
repayment of the 2018A Senior Bonds, including all payments of principal and interest, and the
2018A Senior Bonds will be deemed defeased and no longer Outstanding upon the payment by
the District of such amount. During this period of accrual, the District will not be in default on
the payment of such principal and interest, and the 2018A Owners will have no recourse against
the Digtrict to require such payments (other than to require the District to continue to assess,
enforce and collect the Senior Required Mill Levy under the circumstances set forth in the 2018A
Senior Indenture).

Limited Security for the 2018B Subordinate Bonds

General. The 2018B Subordinate Bonds constitute subordinate limited tax
genera obligations of the District as provided in the 2018B Subordinate Indenture. All of the
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2018B Subordinate Bonds, together with the interest thereon and any premium due in connection
therewith, are payable solely from and to the extent of the Subordinate Pledged Revenue as
described herein, including al moneys and earnings thereon held in the funds and accounts
created in the 2018B Subordinate Indenture, and the Subordinate Pledged Revenue is pledged to
the payment of the 2018B Subordinate Bonds.

The 2018B Subordinate Bonds are not obligations of District No. 1, the County or
the State. Payment of the principal of and interest on the 2018B Subordinate Bonds is not
secured by any deed of trust, mortgage or other lien or security interest on any property within
the District.

The Subordinate Pledged Revenue may or may not be sufficient to pay the
principal of and interest on the 2018B Subordinate Bonds. No representation is made by the
District or the Underwriter that the Subordinate Pledged Revenue will be sufficient to pay the
principal of and interest on the 2018B Subordinate Bonds.

Limited Tax Pledge. The Subordinate Required Mill Levy is limited to a
maximum of 50 mills (subject to adjustment as described in the 2018B Subordinate Indenture),
less the Senior Obligation Mill Levy (which includes the Senior Required Mill Levy described
herein and any other ad valorem property tax levy required to be imposed by the District for the
payment of the Senior Obligations). The Financial Forecast attached hereto as Appendix B
projects that the Subordinate Required Mill Levy will be $0 until 2030. To the extent interest on
any 2018B Subordinate Bond is not paid when due, such interest is to compound annually on
each interest payment date for the 2018B Subordinate Bonds, at the rate then borne by the 2018B
Subordinate Bond; provided, however, that, notwithstanding anything in the 2018B Subordinate
Indenture to the contrary, the District is not obligated to pay more than the amount permitted by
law and its electoral authorization in repayment of the 2018B Subordinate Bonds, including all
payments of principal, premium if any, and interest, and all 2018B Subordinate Bonds will be
deemed defeased and no longer outstanding upon the payment by the District of such amount.
During this period of accrual, the District will not be in default on the payment of such principal
and interest, and the 2018B Owners will have no recourse against the District to require any
payments (other than to require the District to continue to assess, enforce and collect the
Subordinate Required Mill Levy under the circumstances set forth in the 2018B Subordinate
Indenture). In addition, in the event any amounts due and owing on the 2018B Subordinate
Bonds remain outstanding on December 15, 2058, such amounts shall be extinguished and no
longer be due and outstanding.

Subordinate Lien Status of the Subordinate Pledge Revenue

Under the 2018B Subordinate Bonds, the Subordinate Required Mill Levy is
defined, generally, as an ad valorem mill levy equal to 50 mills (subject to adjustment as
described in the 2018B Subordinate Indenture), less the Senior Obligation Mill Levy (which
includes the Senior Required Mill Levy described herein and any other ad valorem property tax
levy required to be imposed by the District for the payment of the Senior Obligations).
Accordingly, initially there will be no Subordinate Pledged Revenue available for payment of
the 2018B Subordinate Bonds. The Financial Forecast attached hereto as Appendix B
projects that no Subordinate Pledged Revenue will be available for payment of any interest on
the 2018B Subordinate Bonds until 2030 and that no Subordinate Pledged Revenue will be
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available for payment of any principal on the 2018B Subordinate Bonds until 2048. The
Financial Forecast presents forecasted information relating to the District’s imposition of the
Subordinate Required Mill Levy and principal and interest payments on the 2018B
Subordinate Bonds based on speculative development projections and numerous assumptions.
No assurance is given that the 2018B Subordinate Bonds will be paid as set forth in the
Financial Forecast, or ever. See " FORWARD-LOOKING STATEMENTS,” “Risks Related
to the Projections’ below, and Appendix B.

No Regularly Scheduled Principal Paymentson the 2018B Subor dinate Bonds

In addition to being subordinate obligations, the 2018B Subordinate Bonds are
structured as “cash flow” bonds, meaning that (a) principal on the 2018B Subordinate Bonds is
payable on the Mandatory Redemption Date(s) (each December 15) from, and only to the extent
of, Subordinate Pledged Revenue available therefor, if any, in accordance with the terms of the
2018B Subordinate Indenture, pursuant to a special mandatory redemption more particularly
described in “THE 2018B SUBORDINATE BONDS - Prior Redemption - Mandatory
Redemption,” “- No Mandatory Sinking Fund Redemption” and “- Funds and Accounts —
Subordinate Bond Fund” and (b) interest on the 2018B Subordinate Bonds is payable on each
December 15, but only from and to the extent of, Subordinate Pledged Revenue available
therefor. Unpaid interest will accrue and compound annually on the interest payment date of the
2018B Subordinate Bonds at the rate of interest on the 2018B Subordinate Bonds until sufficient
Subordinate Pledged Revenue is available for payment. The failure to pay interest each
December 15 is not an Event of Default under the 2018B Subordinate Indenture. The failure to
pay principal on any Mandatory Redemption Date or upon the maturity date also is not an Event
of Default under the 2018B Subordinate Indenture. See “SECURITY FOR THE 2018B
SUBORDINATE BONDS — Events of Default and Remedies.” If, however, Subordinate
Pledged Revenue is available on a Mandatory Redemption Date, then all such revenue must be
applied first to pay interest due on the 2018B Subordinate Bonds and then to pay all or a portion
of the principal amount of the 2018B Subordinate Bonds, and such 2018B Subordinate Bonds
will be subject to mandatory redemption on that date in advance of their maturity date. No
representation is made by the District or the Underwriter that the Subordinate Pledged Revenue
will be sufficient to pay the principal of and interest on the 2018B Subordinate Bonds. See
“SECURITY FOR THE 2018A SUBORDINATE BONDS,” “DISTRICT FINANCIAL
INFORMATION” and “PROPERTY TAXATION, ASSESSED VALUATION AND
OVERLAPPING DEBT.”

Discharge of 2018B Subordinate Bonds on December 15, 2058

The 2018B Subordinate Indenture provides that notwithstanding any other
provision therein, in the event that any amount of principal of or interest on the 2018B
Subordinate Bonds remains unpaid after the application of all Subordinate Pledged Revenue
available therefor on December 15, 2058, the 2018B Subordinate Bonds and the lien of the
2018B Subordinate Indenture securing payment thereof shall be deemed discharged, the estate
and rights thereby granted shall cease, terminate, and be void, and thereupon the 2018B Trustee
shall cancel and discharge the lien of the 2018B Subordinate Indenture, and execute and deliver
to the District such instruments in writing as shall be required to evidence the same. Upon such
discharge, the 2018B Owners will have no recourse to the District or any property of the District
for the payment of any amount of principal of or interest on the 2018B Subordinate Bonds
remaining unpaid.
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Risks Related to Property Tax Revenues

Generally. The primary source of security for the Bonds is expected to be
property taxes imposed by the District. The level of Senior Property Tax Revenues generated by
the District’s imposition of the Senior Required Mill Levy and the level of Subordinate Property
Tax Revenues generated by the District’s imposition of the Subordinate Required Mill Levy
depends upon the assessed valuation of the property within the District and its ability to collect
property taxes. This section describes certain risks related to such property tax revenues.

Valuation and Uses of Property. The assessed value of property in the District for
ad valorem property tax purposes is determined according to a procedure described under
“PROPERTY TAXATION, ASSESSED VALUATION AND OVERLAPPING DEBT - Ad
Valorem Property Taxes.” Assessed valuations may be affected by a number of factors beyond
the control of the District. For example, property values may decline due to general economic
conditions. The property within the District, for example, is expected to be developed for
residential use. Under certain circumstances, Colorado statutes permit the owners of vacant
residential property to apply to the County Assessor for discounted valuation of such property for
ad valorem property tax purposes, which could cause a reduction in assessed value. Property
owners are also entitled to challenge the valuations of their property. No assurance can be given
that the Developer, the Homebuilders or other owners of property in the District will not seek to
do so.

Further, property used for tax-exempt purposes is not subject to taxation by the
District. See“PROPERTY TAXATION, ASSESSED VALUATION AND OVERLAPPING
DEBT — Ad Valorem Property Taxes — Property Subject to Taxation.” Approximately 450 acres
in the District are owned by the County and expected to be used as park and open space, and
approximately 37 acres are owned by the County and are set aside for future potential public
school development. None of this property is subject to taxation by the District. The Developer,
the Homebuilders and any other owners of property in the District are not prohibited from selling
property to tax-exempt purchasers. It isalso possible that future multi-family housing projectsin
the District could qualify for tax-exempt status if they are used for affordable housing or other
qualified purposes. Finally, it is possible that property in the District could be condemned for
public use, in which case it may no longer be subject to taxation by the District.

Should any of the foregoing occur, resulting in lower assessed valuations of
property in the District, the security for the Bonds would be diminished, increasing the risk of
nonpayment. Regardless of the level at which property is assessed for tax purposes, the
District’s ability to enforce and collect the property tax is dependent upon the property in the
District having sufficient fair market value to support the taxes which are imposed. No
assurance can be given asto the future market values of property in the District.

In addition, it is possible that the assessed valuation of property in the District
could be fixed at a certain level in future yearsif an urban renewal plan is adopted using property
tax increment financing which includes the property in the District. See “PROPERTY
TAXATION, ASSESSED VALUATION AND OVERLAPPING DEBT — Ad Vaorem Property
Taxes — Potential for Creation of Tax Increment Entity.”
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Dependence Upon Timely Payment of Property Tax; Tax Collections.
Delinquency in the payment of property taxes by property owners within the District could
impair the District’s ability to meet debt service requirements on the 2018A Senior Bonds in a
timely manner and its ability to pay principal and interest on the 2018B Subordinate Bonds.
Property taxes do not constitute personal obligations of a property owner. While the current
year's taxes constitute a lien upon assessed property and the County Treasurer of Douglas
County is required by statute to offer for sale delinquent property to satisfy the District’s tax lien
for the year in which the taxes are in default, this remedy can be time-consuming. Furthermore,
any such tax sale would be only for the amount of taxes due and unpaid for the particular tax
year in question. Additionally, the District’s receipt of the taxes anticipated to be available to it
will be dependent upon the volume and timing of sales of such property in the District by the
Developer, the Homebuilders and other property owners, as to which no assurance or guaranty
can be given.

In addition, the District’s ability to enforce tax liens could be delayed by
bankruptcy laws and other laws affecting creditor’ s rights generally. During the pendency of any
bankruptcy of any property owner, the parcels owned by such property owner could be sold only
if the bankruptcy court approves the sale. No assurance is provided that property taxes would be
paid during the pendency of any bankruptcy; nor is it possible to predict the timeliness of such
payment. If the property taxes are not paid over a period of years, the District’s ability to pay
principal and interest on the Bonds could be materially adversely affected.

Concentration of Taxpayers

Taxpayer Concentration Measured by Assessed Valuation. The District has a
2017 assessed valuation of $618,910. As of 2017, there were three owners of taxable property in
the District, consisting of: (i) Public Service Co. of Colorado nka Xcel Energy, which owned
property with an assessed value of $527,000, or 85.15% of the District’'s 2017 assessed value;
(ii) Canyons South LLC (as previously defined, the “Prior Developer”), which owned property
with an assessed value of than $79,100, or 12.78% of the District’s 2017 assessed value; and
(ii1) Black Hills Colorado Gas Utility Company, which owns property with an assessed value of
$12,800, or 2.07% of the District’s 2017 assessed value. Together, these three taxpayers owned
100% of the 2017 assessed value of the District, representing a high concentration of taxpayers
in only afew entities. On or about May 14, 2018, a portion of the property previously owned by
the Prior Developer was purchased by the Developer, and the remaining portion of the property
was excluded from the District on May 23, 2018. See “THE DISTRICT — Inclusion, Exclusion,
Consolidation and Dissolution — Exclusion of Property.”

Additional information concerning the largest taxpayers in the District and is
provided in “PROPERTY TAXATION, ASSESSED VALUATION AND OVERLAPPING
DEBT — Ad Valorem Property Taxes.”

Taxpayer Concentration Measured by Acreage. The District currently contains
approximately 1,627 acres. The largest owner of property by acreage in the Didtrict is the
Developer, which owns approximately 1,131 acres, or approximately 70% of the anticipated
acreage of the property. As of May 14, 2018, the Developer owns 100% of the property to be
developed in the District, representing a high concentration of taxpayers in one entity. See“THE
DEVELOPMENT.” Additionaly, the County owns property in the District for an elementary
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school site, a middle school site, a 450-acre regional park and certain public roads, and District
No. 1 owns property in the District for certain streets, drainage and other rights of way, park and
open space.

Future Ownership. The Homebuilders currently under contract to purchase lots
are expected to construct and offer for sale approximately 641 single family detached homes, or
66% of the planned 968 single family detached homes, and the Developer anticipates that
additional homebuilders will construct and offer for sale the remaining planned 327 single family
detached homes. There can be no assurance as to the rate at which the Homebuilders will take
down the lots, if at all, such additiona property will be sold or at which such additional single
family homes will actually be constructed, or if they will be constructed at all. See®Risks
Related to the Projections,” below.

Concentration Risks. Property taxes on land are not personal obligations of these
property owners or any other property owners. Should one or more of the large taxpayers in the
District delay their payment of taxes to the District, or default in their payment of such taxes, the
payment of debt service on the Bonds could be materially negatively impacted. No taxpayers or
entities have guaranteed the payment of the principal of or interest on the Bonds.

Enforceability of Capital Fees

The Senior Pledged Revenue includes the Capital Fees and the Subordinate
Pledged Revenue includes the Subordinate Capital Fee Revenue. The Capital Fees include the
Facility Fees imposed by the Facility Fees Resolution expected to be adopted by the District at
the same time that the Bond Resolution is to be approved. Notwithstanding any of the foregoing,
Capital Fees do not include the Excluded Fees, which are defined to mean any fee imposed by
the District solely for the purpose of funding operation and maintenance expenses.
See“SECURITY FOR THE 2018A SENIOR BONDS — Capital Fees” The Facility Fees
Resolution states that the Facilities Fees constitute a lien against the property in the District, and
such lien shall be perpetual in nature and shall run with the land. The Facility Fees Resolution
was recorded in the real property records of the County on May 30, 2018 at Reception
No. 2018032258.

The District’s general counsel is expected to provide a legal opinion at closing
stating, among other things, that the Facility Fees constitute a perpetual lien on the property; and
while a court of competent jurisdiction could rule otherwise, based upon existing case law and
the Special District Act, such perpetual lien would have priority over other encumbrances except
for taxes, assessments and other governmental rate, fees, tolls and charges. It is possible that the
validity of the Facility Fees or any other future Capital Fee could be challenged and there is no
assurance that a court would uphold the validity of the Facility Fees or any other future Capital
Fee or would find that the lien of such fees has priority over other liens. In addition, the actions
necessary to legally enforce the collection of unpaid Capital Fees may be prohibitively costly and
such expenses could exceed the amount subject to collection. The District does not have funds
set aside for payment of such enforcement activity.

17



Development Not Assured

General. The property in the District is currently vacant (with the exception of
some existing structures that will be demolished in connection with the Development) and there
is no assurance that the property will be developed as currently contemplated or at all. No
development has yet occurred, and there is no guarantee that it will occur prior to the issuance of
the Bonds or by any certain date. The residential development of the property in the District isin
a very early stage, which does not yet include any physica development, and is largely
dependent on the ability of the Developer to accomplish its development objectives. A number
of factors may affect the ability of the Developer, the Homebuilders and other developersin the
District to develop or build upon such property, including the overall economy of the region, the
Town, the County and the Denver metropolitan area in particular. The building industry is
cyclical in nature and is subject to substantial government regulation. The residential
development of the planned 968 lots is subject to future Planning Commission and Board of
County Commissioner approval, which cannot be guaranteed. The rate of additional
development in the District could be impacted by many factors such as construction costs,
interest rates, the availability of private financing for homes and retail development, competition
from other developments and other political, legal and economic conditions. Prior to the
commencement of construction, the remainder of primary land use entitlements, plat and re-plat
approvals for the Development must be obtained, zoning changes may be required, the County
must issue building permits for individual buildings, and prior to occupancy, the County must
inspect the buildings and issue certificates of occupancy for individual buildings. The Devel oper
is not aware of any reason why plats, re-plats, zoning changes, building permits and certificates
of occupancy will not be issued, but these County approvals cannot be guaranteed.

No investigation has been made of the Developer's or the Homebuilders
financial condition or resources. Neither the District nor the Underwriter can make any
representation regarding the Developer’s or Homebuilders' projected development plans. See
“THE DEVELOPMENT.”

No investigation has been conducted as to the financial or managerial resources
of the Developer, the Homebuilders or potential future owners, or their ability to complete any
currently planned or future development projects. Other than the Market Sudy, no independent
assessment has been conducted with respect to the feasibility of the Development. See “ Risks
Related to the Projections,” below, and “ THE DEVELOPMENT.”

Tax Law Changes. The rate of development may also be affected by the Tax Cuts
and Jobs Act (the “Tax Act”) which became law on December 22, 2017. The Tax Act states that
interest may be deducted on home mortgages only if the mortgage is outstanding in the amount
of $750,000 or less (a decrease from prior law of $1,000,000 or less). It isnot possible to predict
whether the Tax Act will have an impact on the development of property in the District, which is
projected to contain single family residential development.

Risk of Growth Limitations or Moratoria. On November 15, 2017, two
individuals filed a petition with the Colorado Secretary of State for a potential 2018 statewide
ballot measure known as Initiative No. 66 that would add a hew section to the Colorado Revised
Statutes to limit housing growth in Colorado. According to the Secretary of State's Office, in
order to be placed on the ballot, Initiative No. 66 will need to be reviewed and approved by the
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Title Board at a public hearing, and if approved, the petitioners will then need to collect the
requisite number of valid voter signatures and submit the signatures to the Colorado Secretary of
State within the required timeframe (generally six months). If the petitioners gain enough
signatures to put the initiative on the November 2018 general election ballot and such initiative is
approved by the State's voters, the proposal would, among other things, allow all local
governments in Colorado to vote beginning January 1, 2019 to limit housing growth; prohibit the
issuance of new permits for privately owned housing units by local governments located in
whole or in part within certain Front Range counties, including the County, from the declaration
of voter approval of Initiative No. 66 until January 1, 2019; and limit the growth of privately
owned residential housing units in such counties to 1% annually starting in 2019, subject to
amendment or repeal by initiative and referendum commencing in 2021. Even in the absence of
the passage of the initiative, no assurance is provided that the State, or the County will not
approve limitations or moratoriums on residential growth within their respective boundaries,
which limitations or moratoriums could have the effect of delaying, limiting, or halting
development within the Devel opment.

Additional County Approvals Required. Development planning for portions of
the Development isin initial phases. Development planned in the District will require additional
Planning Commission and Board of County Commissioner approval at public hearings, including
the Canyons South Replat and potential zoning changes. Thisis a political process and thereis
no guarantee that these approvals will be received. Specificaly, if approved and recorded, the
Canyons South Replat will change the plat to match the Developer’s intended development plan
for the property for the initial phase of 271 lots, and additional engineering and final platting of
future phases will be required prior to commencement of future phases of construction. See
“THE DEVELOPMENT - Zoning, Platting and Land Entitlements.”

Property Sales Required. The Developer currently owns all of the residential
property anticipated to be developed into 968 residential lots. A portion of the property planned
for 641 lots is under contract for sale to the respective Homebuilders, but each of these contracts
includes various conditions and contingencies, some of which have not yet occurred, and thereis
no guarantee that the Homebuilders will purchase all or any of this property. See “THE
DEVELOPMENT — Land Ownership and Sales Contract Status.” The Developer is not a
homebuilder.

No Development Required. Other than the lot purchase and sale agreements, the
Developer and the Homebuilders are under no contractual or other obligation to develop their
property or to sell additional property in the District to other homebuilders or ultimate users.
The Developer and the Homebuilders could sell their property in the District to another
developer, homebuilder or investor or could withdraw completely from the Development. The
Developer could sell the property to the one or more of the Homebuilders or to different
homebuilders, developers or other parties if one or more of the current lot purchase and sale
contracts does not close. The Developer could withdraw completely from the Development.
Any such sales or withdrawals could result in a material change in the development plans for the
Development and/or a delay in the construction of improvements in the Development, which in
turn could materially negatively impact the District’ s ability to pay debt service on the Bonds.

Competition with other Developments. The Development competes with other
developments in the area, including some which are in near proximity to the District. See “THE
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DEVELOPMENT — Competition” and the Market Study attached hereto as Appendix A. The
impact of this competition on future development within the District cannot be assessed at the
present time because future demand cannot be predicted with accuracy and the factors
influencing the success of each development are speculative.

Environmental Conditions. A Phase | Environmental Site Assessment was
prepared for Hines for approximately 1,100 acres of property in the Development (consisting of
the majority of the developable property in the Development). In the Phasel, no recognized
environmental conditions were identified with respect to the property. There can be no
assurance that during or subsequent to the continued development of the Development,
hazardous materials, other adverse environmental conditions, endangered species, threatened
habitats or adverse soil conditions will not be discovered on the property which could hinder or
prohibit further development. Should such a discovery occur, it is possible that the development
and marketing of the Development could be materialy adversely affected. See “THE
DEVELOPMENT — Environmental Matters.”

Risks Relating to Oil and Gas Operations. Signs for a natural gas pipeline have
been observed on the property, though an environmental study concludes that the pipeline is not
considered a recognized environmental condition for the site. See “THE DEVELOPMENT —
Environmental Matters.” Oil and gas extraction is an inherently dangerous activity that can
potentially lead to air and water contamination, fire, explosion or other hazards. While the State
and private operators have regulations and procedures in place to mitigate these risks, there can
be no guarantee that these safeguards will be effective in all cases with respect to the oil and gas
activity in and around the Development. Any incident resulting in injury or property damage
within the Development as a result of oil and gas activity could significantly affect the property
values within the District as well as the ability of the Developer to successfully find buyers for
homes within the Development. According to the Developer, there are no projected plans for oil
and gas devel opment on the property.

Construction of Necessary Public Improvements Not Assured

According to the Devel oper, the estimated cost of public improvements necessary
to serve the entire Development is approximately $74.8 million, a portion of which is anticipated
to be financed by the District with the proceeds of the Bonds. The construction of the public
improvement is currently planned to take place in three phases, al of which are anticipated to
include a portion of public improvement costs. The main collector roads in the Development,
Tannahill Drive and Macanta Drive, are planned to be completed within the first two phases of
construction, with approximately 75% of the Macanta Drive construction expected to be
completed within the first phase of construction. Crowfoot Parkway improvements are
anticipated to start construction in the first phase, but will not complete until the final phase of
construction. Arterial sanitary sewer lines, drainage, and parks/open space are planned to be
constructed relatively evenly among the three phases, with main trunk sanitary sewer
construction occurring in the first phase. The District anticipates financing a portion of the
public improvements and District No. 1 anticipates constructing and accepting public
improvements in stages at the completion of each phase of construction. District No. 1 will
accept ownership and maintenance responsibility of any “district” related items that are not
conveyed and accepted by another governmental entity. Prior to the public improvements being
eligible for acquisition, District No. 1's engineer must review the improvements and recommend
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acceptance to the Board of District No. 1, and the Board of District No. 1 must then accept the
costs as appropriate for acquisition. The total net proceeds of the Bonds available for acquisition
of public infrastructure are expected to be $25,928,188.43, or approximately 35% of the total
costs. See “USES OF PROCEEDS.” According to the District, additional costs for the
acquisition of public improvements will be paid for with Developer financing, subject to
availability.

The Market Study and Financial Report assume that al public improvements
necessary for the Development to be completed within the District will be completed in order to
provide the necessary infrastructure to support the development projections contained therein. If
the remaining Public Improvements are not constructed as anticipated, the completion of the
Development will likely be materially negatively impacted. In addition, there is no guarantee
that the total costs of the public improvements will be approximately $74.8 million.
Construction costs could increase due to inflation, future labor shortages, future increases in the
costs of materials, unforeseen construction, environmental or engineering issues or for other
reasons.

Financial Condition of the Homebuildersand Developer

There has been no independent investigation of and no representation is made in
this Limited Offering Memorandum regarding the financial soundness of the Homebuilders, the
Developer, or of the manageria capability of any such entities to develop and/or market the
property within the District as planned (assuming each of the Homebuilders close on their
respective lot purchase and sale contracts and purchase the residential lots, which is not
guaranteed to occur), nor is any such entity required to provide any ongoing financial
information concerning its financial condition. Moreover, the financial circumstances of the
Homebuilders, the Developer or future developers or homebuilders can change from time to
time. Completion of the development within the District is dependent upon the ability of the
Homebuilders, the Developer and others to implement the development plan contemplated
herein, as described above under “Development Not Assured.” Prospective investors are urged
to make such investigation as deemed necessary concerning the financia soundness of the
Homebuilders and the Developer and their ability to implement the plan of Development as
described herein.

Risks Related to the Projections

The District has retained (i) John Burns Real Estate Consulting, LLC, La Jolla,
California (“JBREC”) to prepare a Market Analysis for the Canyons South Development dated
May 30, 2018 (the “Market Study”), and (ii) accounting firm CliftonLarsonAllen, Certified
Public Accountants, Greenwood Village, Colorado (“Clifton”) to prepare a “Forecasted Surplus
Cash Balances and Cash Receipts and Disbursement” report dated as of June 13, 2018 (the
“Financial Forecast”).

Market Study. The Market Study is attached hereto as Appendix A, and should
be read in its entirety. The primary purpose of the Market Study is to provide the District with
an evaluation of the market opportunity for the Development in conjunction with the issuance of
the Bonds, and to provide JBREC’ s conclusions about the reasonable per project absorption rates
for the planned homes and prices, the competitive market conditions in the market and the
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submarket, and the key housing market, economic and demographic trends in the market and
submarket. The Market Study is dated May 30, 2018, and has not been reviewed or updated by
JBREC since that date. It is possible that conditions have changed in the District since the date
of the report which would cause JBREC to change the Market Study. The Market Study is
based on key assumptions made by JBREC and, like any forecast, is inherently subject to
variations in the assumed data. These assumptions include the assumption that the Devel oper
and the Homebuilders will: (1) offer floor plan sizes and types as proposed; (2) be executed in
a quality “ market appropriate” manner with specification levels and unit finishes in-line with
market expectations; (3) include amenities recommended by JBREC; (4) fund the operation
and maintenance of these amenities by District revenues without supplementary HOA fees;
(5) commence advertising and marketing efforts prior to construction to generate qualified
shopper traffic; (6) consider establishing a pre-sales program; (7) have experienced sales
agents familiar with the local market; and (8) come to market in March 2020, and that the
amenity center opens in summer/fall 2020. These assumptions include the assumption that
additional platting changes will be approved by the County Commissioners of the County.
JBREC also assumes that the quality of the Homebuilders' products will be commensurate
with the quality of productsin top comparable master planned communities. JBREC forecasts
that home prices in the Denver market should appreciate 8.2% between January 2018 (the
date of the competitive market survey contained therein) and March 2020, the expected date
sales will begin in the Development, that such appreciation in the Development will be 2% per
annum between April 2020 and December 2021, and 1% to 2% per annum after 2021. There
is no assurance that these events will occur. The actual development in the District will likely
vary from the projected development, and such variations may be material. See “ FORWARD-
LOOKING STATEMENTS.”

Financial Forecast. The Financial Forecast is attached hereto as Appendix B, and
should be read in its entirety. In the Financia Forecast, Clifton has used the results of the
Market Study and certain other assumptions to estimate the Senior Pledged Revenue and the
Subordinate Pledged Revenue available each year that the Bonds are expected to be outstanding,
and has compared such projections with the debt service on the 2018A Senior Bonds and
provided an estimate of mandatory redemption payments and interest payments on the 2018B
Subordinate Bonds. The increases in assessed value forecasted in the Financial Forecast are
directly related to forecasted development of the property in the District, which is not assured.
The Financial Forecast is based on key assumptions made by JBREC and Clifton and, like
any forecad, is inherently subject to variations in the assumed data. Actual results will vary
from those projected, and such variations may be material. The Financial Forecast is
expressed in terms of 2018 dollars, with adjustments for inflation. The market values per unit
for residential properties are forecasted to increase 4.9% in 2019, 3.3% in 2020, 1.5% in 2021,
0.5% in 2022, and 2% compounded annually, starting in 2023, through build-out, as projected
in the Market Study. After the residential properties are constructed, the market values of the
constructed properties are added to the cumulative market value of developed properties. Such
cumulative market values are forecasted to increase 2% biennially pursuant to the
reassessment of property required by State statute. Additionally, the Financial Forecast
contains an alternative hypothetical projection for slower build-out described in Note 13 of the
Financial Forecast. In the alternative projection, Clifton assumes a build-out schedule that is
sowed to the point at which available funds (including the 2018 Surplus Fund) and the
imposition of the maximum mill levy of 55.277 mills are needed to pay debt service on the
2018A Senior Bonds. Based on the alternative projection, Clifton concludes that the build-out
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schedule could be slowed to 55% of the reasonably expected schedule as displayed in the
Financial Forecast and the 2018A Senior Bonds could till be repaid; however, none of the
principal of, and only a portion of the interest on, the 2018B Subordinate Bonds could be
repaid with the slower build-out. The alternative projection anticipates that the 2018A
Surplus Fund will be drawn upon in years 2021 through 2025 to meet debt service
requirements on the 2018A Senior Bonds. See “FORWARD-LOOKING STATEMENTS.”

Risk of Internal Revenue Service Audit

The Interna Revenue Service (the “Service”) has announced a program of
auditing tax-exempt bonds which can include those issued by special purpose governmental
units, such as the District, for the purpose of determining whether the Service agrees (a) with the
determination of bond counsel that interest on the Bonds is tax-exempt for federal income tax
purposes or (b) that the District is in or remains in compliance with Service regulations and
rulings applicable to governmental bonds such as the Bonds. The commencement of an audit of
the Bonds could adversely affect the market value and liquidity of the Bonds, regardless of the
final outcome. An adverse determination by the Service with respect to the tax-exempt status of
interest on the Bonds could be expected to adversely impact the secondary market, if any, for the
Bonds, and, if a secondary market exists, would also be expected to adversely impact the price at
which the Bonds can be sold. The Indentures do not provide for any adjustment to the interest
rates borne by the Bonds in the event of a change in the tax-exempt status of the Bonds. Owners
of the Bonds should note that, if the Service audits the Bonds, under current audit procedures the
Service will treat the District as the taxpayer during the initial stage of the audit, and the owners
of the Bonds will have limited rights to participate in such procedures. There can be no
assurance that the District will have revenues available to contest an adverse determination by
the Service. No transaction participants or their counsel are obligated to pay or reimburse the
owner of any Bond for audit or litigation costs in connection with any legal action, by the
Service or otherwise, relating to the Bonds.

There can be no assurance that an audit by the Service of the Bonds will not be
commenced. However, the District has no reason to believe that any such audit will be
commenced, or that if commenced, an audit would result in a conclusion of noncompliance with
any applicable Service position, regulation or ruling. No rulings have been or will be sought
from the Service with respect to any federal tax matters relating to the issuance, purchase,
ownership, receipt or accrual of interest upon, or disposition of the Bonds. See also “TAX
MATTERS’ herein.

Potential Conflicts of I nterest

The current members of the Board serve as employees or officers of the
Developer, or have had other business or professional relationships with the Developer, or serve
as employees of the Developer’s affiliates. The issuance of the Bonds and the application of the
proceeds therefrom, as well as other activities of the District, therefore involve conflicts of
interest. By statute, a director must disqualify himself or herself from voting on any issue in
which he or she has a conflict of interest unless he or she has disclosed such conflict of interest
in a certificate filed with the Secretary of State and the Board of Directors of the District at least
72 hours in advance of any meeting in which such conflict may arise. However, compliance
with such statute does not provide absolute certainty that contracts between the District and
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persons related to its Directors, such as the Developer, will not be subject to defenses or
challenge on the basis of alleged conflicts. It is expected that the interested members of the
Board will comply with the statute by making advanced disclosure of their conflicts, and that
they will not disqualify themselves from voting.

Legal Constraintson District Operations

The Digtrict is formed pursuant to statute and exercises only limited powers.
Various State laws and constitutional provisions govern the assessment and collection of general
ad valorem property taxes, limit revenues and spending of the State and local governments and
limit rates, fees and charges imposed by such entities, including the District. There can be no
assurance that the application of such provisions, or the adoption of new provisions, will not
have a material adverse effect on the affairs of the District. See “LEGAL MATTERS — Certain
Constitutional Limitations.”

Limitations on Remedies Availableto Owner s of Bonds

No Acceleration. Under their respective Indentures, there is no provision for
acceleration of maturity of the principal of the Bonds in the event of a default in the payment of
principal of or interest on the Bonds. Consequently, remedies available to the owners of the
Bonds under their respective Indentures may have to be enforced from year to year.

Bankruptcy, Federal Lien Power and Police Power. The enforceability of the
rights and remedies of the owners of the Bonds and the obligations incurred by the District in
issuing the Bonds may be subject to the federal bankruptcy code (unless limited as described
below), and applicable bankruptcy, insolvency, reorganization, moratorium, or similar laws
relating to or affecting the enforcement of creditors’ rights generally, now or hereafter in effect;
usua equity principles which may limit the specific enforcement under State law of certain
remedies; the exercise by the United States of America of the powers delegated to it by the
federal Constitution; the power of the federal government to impose liens in certain situations,
which could result in a lien on the Senior Pledged Revenue and/or the Subordinate Pledged
Revenue which is superior to the lien thereon of the applicable series of Bonds and the
reasonable and necessary exercise, in certain exceptional situations, of the police power inherent
in the sovereignty of the State and its governmental bodies in the interest of serving a significant
and legitimate public purpose. Bankruptcy proceedings (if available) or the exercise of powers
by the federal or State government, if initiated, could subject the owners of the Bonds to judicial
discretion and interpretation of their rights in bankruptcy or otherwise, and consequently may
entail risks of delay, limitation or modification of their rights.

The Special District Act provides that Colorado special districts may not seek
protection under the federal bankruptcy code unless the special district is unable to discharge its
obligations as they become due by means of a mill levy of not less than 100 mills. The Senior
Required Mill Levy consists of alimited mill levy of the District. The 2018A Senior Indenture
only requires that the District levy the Senior Required Mill Levy (which is defined as, generally,
50 mills, subject to adjustment), the 2018B Subordinate Indenture only requires that the District
levy the Subordinate Required Mill Levy (which is defined as, generaly, 50 mills subject to
adjustment less the Senior Obligation Mill Levy). Accordingly, it may not be possible under
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State law for the District to file for bankruptcy, and no bankruptcy trustee will be available to
represent the creditors of the District, including the Owners of the Bonds.

Bankruptcy protection may be available to the District, however, if the Senior
Required Mill Levy and/or the Subordinate Required Mill Levy ever equaled or exceeded 100
mills pursuant to their adjustment mechanisms, if the District's operational mill levy ever
exceeds the difference between 100 mills and the Senior Required Mill Levy and the Subordinate
Required Mill Levy, if the District ever issues unlimited mill levy general obligation bondsin the
future (which would require an amendment to the Service Plan, which currently imposes a
maximum mill levy cap for the payment of general obligation debt and for operations and
maintenance of 80 mills, subject to adjustment), or due to other unforeseen circumstances.

Future Changesin Law

Various State laws, constitutional provisions and federal laws and regulations
apply to the obligations created by the issuance of the Bonds and various agreements described
herein. There can be no assurance that there will not be any change in, interpretation of, or
addition to the applicable laws and provisions which would have a material effect, directly or
indirectly, on the affairs of the District, the Developer, the Homebuilders or other property
owners. See“LEGAL MATTERS — Certain Constitutional Limitations.”

Changesin Federal and State Tax Law

From time to time, there are Presidential proposals, proposals of various federal
committees, and legidlative proposals in the Congress and in the states that, if enacted, could
alter or amend the federa and state tax matters referred to herein or adversely affect the
marketability or market value of the Bonds or otherwise prevent holders of the Bonds from
realizing the full benefit of the tax exemption of interest on the Bonds. Further, such proposals
may impact the marketability or market value of the Bonds ssmply by being proposed. It cannot
be predicted whether or in what form any such proposal might be finally enacted or whether if
enacted it would apply to bonds issued prior to enactment. In addition, regulatory actions are
from time to time announced or proposed and litigation is threatened or commenced which, if
implemented or concluded in a particular manner, could adversely affect the market value,
marketability or tax status of the Bonds. It cannot be predicted whether any such regulatory
action will be implemented, how any particular litigation or judicial action will be resolved, or
whether the Bonds would be impacted thereby.

Purchasers of the Bonds should consult their tax advisors regarding any pending
or proposed legislation, regulatory initiatives or litigation.

Secondary Market for the Bonds; No Rating; Investor Restrictions and Suitability

Each Bond purchaser must be a “financial ingtitution or institutional investor”
within the meaning of 8§ 32-1-103(6.5), C.R.S,, and the Bonds are offered in minimum
denominations of $500,000. Further, the District has not submitted an application to any
securities rating agency with respect to the Bonds. Therefore, the market for the Bonds, if any, is
expected to be limited, and prospective purchasers of the Bonds should therefore be prepared, if
necessary, to hold their Bonds to maturity or prior redemption, if any.
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The foregoing standards are minimum requirements for prospective
purchasers of the Bonds. The satisfaction of such standards does not necessarily mean that
the Bonds are a suitable investment for a prospective investor. Accordingly, each
prospective investor is urged to consult with its own legal, tax and financial advisors to
determine whether an investment in the Bondsis appropriatein light of itsindividual legal,
tax and financial situation.

USES OF PROCEEDS

I mprovement Project

The net proceeds of the Bonds will be used to pay for the costs of acquiring and
constructing certain public improvements, consisting primarily of street, parks and recreation,
water, sanitary sewer, storm sewer and drainage, and traffic and safety control improvements.
See “THE DISTRICT — District Agreements’ for a description of the contractual arrangements
pursuant to which these payments will be made.

Sour ces and Uses of Funds
The sources and uses of funds for the Bonds are anticipated to be as follows:

Sources and Uses of Funds

2018A 2018B
Senior Subordinate
Sources: Bonds Bonds Total
BONd ProCEEdS.........ccveuvieeeiieecieecee e $31,945000 $3,260,000 $35,205,000
TOTAL et $31,945,000 $3,260,000  $35,205,000
Uses:
Project Fund Deposits:
Deposit to Senior Project Fund .........cccoceeeevivieennene 22,765,988 - 22,765,988
Deposit to Subordinate Project Fund...........c.cccuene.. - 3,162,200 3,162,200
Deposit to 2018A Surplus Fund..........ccccecvveveereneneenne. 2,854,000 - 2,854,000
Deposit to Senior Bond Fund (capitalized interest) ..... 5,449,112 -- 5,449,112
Costs of issuance, underwriting discount (see
“UNDERWRITING”) and contingency.................. 875,900 97,800 973,700
TOTAL e $31,945,000 $3,260,000 $35,205,000

Source; The Underwriter.
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THE 2018A SENIOR BONDS

Although a single Limited Offering Memorandum is being used in connection with
the offer and sale of the 2018A Senior Bonds and 2018B Subordinate Bonds, the 2018A Senior
Bonds are secured solely by the 2018A Senior Indenture and the 2018B Subordinate Bonds are
secured solely by the 2018B Subordinate Indenture. Further, each series of Bonds is secured by
separately defined pledged revenues. The 2018A Senior Bonds are secured solely by the Senior
Pledged Revenue, and the 2018B Subordinate Bonds are secured solely by the Subordinate
Pledged Revenue. Accordingly, the use of a single Limited Offering Memorandum does not
imply that 2018A Owners and the 2018B Owner's are secured by the same revenue sour ces, funds
or covenants. 2018A Owners and 2018B Owners are afforded different rights under the 2018A
Senior Indenture and the 2018B Subordinate Indenture, respectively. Potential purchasers of
each series of Bonds are cautioned to carefully review the provisions below and throughout this
Limited Offering Memorandum describing the Indentures as applicable to the specific series of
Bonds to be purchased.

General Description

The 2018A Senior Bonds are limited tax general obligations of the District
payable from the Senior Pledged Revenue as provided in the 2018A Senior Indenture. The
maturity date and interest rate for the 2018A Senior Bonds are set forth on the cover page hereof.
For a compl ete statement of the details and conditions of the 2018A Senior Bond issue, reference
is made to the 2018A Senior Indenture, copies of which are available from the Underwriter prior
to delivery of the 2018A Senior Bonds. Portions of the 2018A Senior Indenture are described in
“THE 2018A SENIOR BONDS,” “SECURITY FOR THE 2018A SENIOR BONDS’ and
Appendix E — Summary of Certain Provisions from the 2018A Senior Indenture. Capitalized
terms not otherwise defined below are defined in Appendix E.

Authorized Denominations

The 2018A Senior Bonds are being issued in “Authorized Denominations,”
defined in the 2018A Senior Indenture to mean initially the amount of $500,000 or any integral
multiple of $1,000 in excess thereof, provided that (a) no individual 2018A Senior Bond may be
in an amount which exceeds the principal amount coming due on any maturity date; (b) in the
event a 2018A Senior Bond is partially redeemed and the unredeemed portion is less than
$500,000, such unredeemed portion of such 2018A Senior Bond may be issued in the largest
possi ble denomination of less than $500,000, in integral multiples of not less than $1,000 each or
any integral multiple thereof; and (c) the Authorized Denominations shall be reduced to $1,000
or any integral multiple thereof in the event that the 2018A Trustee receives an opinion of
Counsdl that the District has filed a notice of a claim of exemption, along with all other required
documents necessary to exempt the 2018A Senior Bonds under any of the exemptions from
registration contemplated by Section 11-59-110, C.R.S. and any rule or order promulgated
thereunder, or any successor statute (and any rule or order promulgated under such successor
statute), or has taken other actions which permit the 2018A Senior Bonds to be issued in
denominations of $1,000 or integral multiples thereof under the Colorado Municipal Bond
Supervision Act or any successor statute.
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Payment of Principal and Interest; Record Date

The 2018A Senior Indenture provides that the principal of and premium, if any,
on the 2018A Senior Bonds are payable in lawful money of the United States of Americato the
2018A Owner of each 2018A Senior Bond upon maturity or prior redemption and presentation at
the principal office of the 2018A Trustee. The interest on any 2018A Senior Bond is payable to
the person in whose name such 2018A Senior Bond is registered, at his address as it appears on
the registration books maintained by or on behalf of the District by the 2018A Trustee, at the
close of business on the Record Date, irrespective of any transfer or exchange of such 2018A
Senior Bond subsequent to such Record Date and prior to such 2018A Interest Payment Date;
provided that any such interest not so timely paid or duly provided for shall cease to be payable
to the person who is the 2018A Owner thereof at the close of business on the Record Date and
shall be payable to the person who is the 2018A Owner thereof at the close of business on a
Specia Record Date for the payment of any such defaulted interest. Such Special Record Date
shall be fixed by the 2018A Trustee whenever moneys become available for payment of the
defaulted interest, and notice of the Special Record Date shall be given to the 2018A Owners not
less than 10 days prior to the Special Record Date by first-class mail to each such 2018A Owner
as shown on the registration books kept by the 2018A Trustee on a date selected by the 2018A
Trustee. Such notice shall state the date of the Special Record Date and the date fixed for the
payment of such defaulted interest.

Interest payments shall be paid by check or draft of the 2018A Trustee mailed on
or before the 2018A Interest Payment Date to the 2018A Owners. The 2018A Trustee may make
payments of interest on any 2018A Senior Bond by such alternative means as may be mutually
agreed to between the 2018A Owner of such 2018A Senior Bond and the 2018A Trustee;
provided that the District shall not be required to make funds available to the 2018A Trustee
prior to the dates on which such interest would otherwise be payable under the 2018A Senior
Indenture, nor to incur any expenses in connection with such alternative means of payment.

To the extent principal of any 2018A Senior Bond is not paid when due, such
principal shall remain Outstanding until paid. To the extent interest on any 2018A Senior Bond
is not paid when due, such interest shall compound semiannually on each 2018A Interest
Payment Date, at the rate then borne by the 2018A Senior Bond; provided however, that
notwithstanding anything in the 2018A Senior Indenture to the contrary, the District shall not be
obligated to pay more than the amount permitted by law and the Elections in repayment of the
2018A Senior Bonds, including all payments of principal, premium if any, and interest, and all
2018A Senior Bonds will be deemed defeased and no longer Outstanding upon the payment by
the District of such amount.

The 2018A Senior Indenture provides that the 2018A Trustee shall perform the
functions of paying agent and authenticating registrar with respect to the 2018A Senior Bonds.
In addition, the principal of, premium if any, and interest on the 2018A Senior Bonds shall be
paid in accordance with the terms of the Letter of Representations with DTC. See “Book-Entry
Only System” below.
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Prior Redemption

Optional Redemption. The 2018A Senior Bonds are subject to redemption prior
to maturity, at the option of the District, as a whole or in integral multiples of $1,000, in any
order of maturity, and in whole or partial maturities (and if in part in such order of maturities as
the District shall determine and by lot within maturities), on December 1, 2023, and on any date
thereafter, upon payment of par and accrued interest, and a redemption premium equal to a
percentage of the principal amount so redeemed, as follows:

Date of Redemption Redemption Premium
December 1, 2023, to November 30, 2024 3.00%
December 1, 2024, to November 30, 2025 2.00
December 1, 2025, to November 30, 2026 1.00
December 1, 2026, and thereafter 0.00

Mandatory Sinking Fund Redemption. The 2018A Senior Bonds maturing on
December 1, 2038 aso are subject to mandatory sinking fund redemption, in part, by lot, on
December 1, 2026, and on each December 1 thereafter prior to the maturity date of such 2018A
Senior Bonds, upon payment of par and accrued interest, without redemption premium, in the
annual amounts set forth below:

Y ear of Redemption

(December 1) Redemption Amount
2026 $25,000
2027 190,000
2028 380,000
2029 515,000
2030 660,000
2031 710,000
2032 800,000
2033 845,000
2034 945,000
2035 995,000
2036 1,105,000
2037 1,165,000
2038* 1,280,000

* final maturity, not a sinking fund redemption

The 2018A Senior Bonds maturing on December 1, 2048 also are subject to
mandatory sinking fund redemption, in part, by lot, on December 1, 2039, and on each December
1 thereafter prior to the maturity date of such 2018A Senior Bonds, upon payment of par and
accrued interest, without redemption premium, in the annual amounts set forth below:
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Y ear of Redemption

(December 1) Redemption Amount
2039 $1,355,000
2040 1,485,000
2041 1,570,000
2042 1,715,000
2043 1,815,000
2044 1,970,000
2045 2,085,000
2046 2,260,000
2047 2,390,000
2048* 5,685,000

* final maturity, not a sinking fund redemption

On or before 45 days prior to each sinking fund installment date as set forth
above, the 2018A Trustee shall select for redemption, by lot in such manner as the 2018A
Trustee may determine, from the Outstanding 2018A Senior Bonds, a principal amount of such
2018A Senior Bonds equa to the applicable sinking fund installment. The amount of the
applicable sinking fund installment for any particular date shall be reduced by the principal
amount of any 2018A Senior Bonds which prior to said date have been redeemed (otherwise than
through the operation of the sinking fund) and cancelled and not theretofore applied as a credit
against a sinking fund installment. Such reductions shall be applied in such year or years as may
be determined by the District. In the event that there are not sufficient moneys in the Senior
Bond Fund to pay the full amount due in accordance with the foregoing on any sinking fund
installment date, the 2018A Trustee shall redeem as many 2018A Senior Bonds as possible on
such date in integral multiples of $1,000, and any redemption amount for which funds are not
available to redeem 2018A Senior Bonds shall be added to the redemption amount for the
immediately succeeding sinking fund installment date.

Redemption Procedure and Notice. If less than all of the 2018A Senior Bonds
within a maturity are to be redeemed on any prior redemption date, the 2018A Senior Bonds to
be redeemed shall be selected by lot prior to the date fixed for redemption, in such manner as the
2018A Trustee shall determine. The 2018A Senior Bonds shall be redeemed only in integral
multiples of $1,000. In the event a 2018A Senior Bond is of a denomination larger than $1,000,
a portion of such 2018A Senior Bond may be redeemed, but only in the principal amount of
$1,000 or any integral multiple thereof. Such 2018A Senior Bond shall be treated for the
purpose of redemption as that number of 2018A Senior Bonds which results from dividing the
principal amount of such 2018A Senior Bond by $1,000. In the event a portion of any 2018A
Senior Bond is redeemed, the 2018A Trustee shall, without charge to the 2018A Owner of such
2018A Senior Bond, authenticate and deliver a replacement 2018A Senior Bond or Bonds for the
unredeemed portion thereof.

In the event any of the 2018A Senior Bonds or portions thereof are called for
redemption as aforesaid, notice thereof identifying the 2018A Senior Bonds or portions thereof
to be redeemed will be given by the 2018A Trustee by mailing a copy of the redemption notice
by first class mail (postage prepaid) or by electronic means to DTC or its successors, not less
than 30 days prior to the redemption date to the 2018A Owner of each 2018A Senior Bond to be
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redeemed in whole or in part at the address shown on the registration books maintained by or on
behalf of the District by the 2018A Trustee. Failure to give such notice by mailing to any 2018A
Owner or by electronic meansto DTC or its successors, or any defect therein, shall not affect the
validity of any proceeding for the redemption of other 2018A Senior Bonds as to which no such
failure or defect exists. The redemption of the 2018A Senior Bonds may be contingent or
subject to such conditions as may be specified in the notice, and if funds for the redemption are
not irrevocably deposited with the 2018A Trustee or otherwise placed in escrow and in trust
prior to the giving of notice of redemption, the notice shall be specifically subject to the deposit
of funds by the District. All 2018A Senior Bonds so called for redemption will cease to bear
interest after the specified redemption date, provided funds for their redemption are on deposit at
the place of payment at that time.

Funds and Accounts

The 2018A Senior Indenture creates and establishes the following funds and
accounts, which shall be established with the 2018A Trustee and maintained by the 2018A
Trustee in accordance with the provisions of the 2018A Senior Indenture: (a) the Senior Project
Fund; (b) the Senior Bond Fund; (c) the 2018A Surplus Fund; and (d) the Senior Costs of
I ssuance Fund.

Senior Project Fund.

(@ In General. The Senior Project Fund shall be maintained by the 2018A
Trustee in accordance with the provisions described below.

(b) Draws from the Senior Project Fund. So long as no Event of Default shall
have occurred and be continuing, amounts in the Senior Project Fund shall be released by the
2018A Trustee to the District in accordance with requisitions submitted to the 2018A Trustee in
substantially the form set forth in the 2018A Senior Indenture signed by the District
Representative and certifying that all amounts drawn will be applied to the payment of the
Project Costs. The 2018A Trustee may rely conclusively on any such certificate and shall not be
required to make any independent investigation in connection therewith. The execution of any
requisition by the District Representative shall constitute, unto the 2018A Trustee, an irrevocable
determination that all conditions precedent to the payments requested have been completed.

(c) Transfers from Senior Project Fund to Senior Bond Fund. In the event the
amounts credited to the Senior Bond Fund (including amounts transferred therein from the
2018A Surplus Fund) are insufficient to pay the principal of, premium if any, or interest on the
2018A Senior Bonds when due, the 2018A Trustee shall transfer from the Senior Project Fund to
the Senior Bond Fund an amount which, when combined with moneys in the Senior Bond Fund,
will be sufficient to make such payments when due; and in the event the amounts in the Senior
Bond Fund (including amounts transferred therein from the 2018A Surplus Fund) and the Senior
Project Fund are insufficient to pay all principal, premium if any, and interest on any due date,
the 2018A Trustee shall nonetheless transfer all of the moneys in the Senior Project Fund to the
Senior Bond Fund for the purpose of making partial payments as provided in the 2018A Senior
Indenture. Amountsin the Senior Project Fund shall not be used to redeem 2018A Senior Bonds
being called pursuant to any optiona redemption provisions of the 2018A Senior Indenture, but
may be used to pay 2018A Senior Bonds coming due as aresult of any mandatory redemption.
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(d) Termination of Senior Project Fund. Upon the receipt by the 2018A Trustee of
a resolution of the District determining that all Project Costs have been paid, any balance
remaining in the Senior Project Fund shall be credited to the Senior Bond Fund. The Senior
Project Fund shall terminate at such time as no further moneys remain therein.

2018A Surplus Fund. The 2018A Surplus Fund shall be held, disbursed, and
administered by the 2018A Trustee and moneys therein shall be used solely in accordance with
the 2018A Senior Indenture. The 2018A Surplus Fund shall secure the 2018A Senior Bonds
(and only the 2018A Senior Bonds) in accordance with the provisions described below.

There shall be initially deposited to the 2018A Surplus Fund $2,854,000 from
2018A Senior Bond proceeds. Thereafter, the 2018A Surplus Fund shall be funded solely from
deposits of Senior Pledged Revenue as provided in the 2018A Senior Indenture, if any, and
except to the extent Senior Pledged Revenue is available thereunder, and except for the initial
deposit to the 2018A Surplus Fund, the District has no obligation to fund the 2018A Surplus
Fund in any amount.

In the event the amounts credited to the Senior Bond Fund (not including amounts
to be transferred thereto from the Senior Project Fund) are insufficient to pay the principal of,
premium if any, or interest on the 2018A Senior Bonds when due, the 2018A Trustee shall
transfer from the 2018A Surplus Fund to the Senior Bond Fund an amount which, when
combined with moneys in the Senior Bond Fund (prior to any transfers from the Senior Project
Fund) will be sufficient to make such payments when due; and in the event the amounts in the
Senior Bond Fund (prior to any transfers from the Senior Project Fund) and the 2018A Surplus
Fund are insufficient to pay al principal, premium if any, and interest on the 2018A Senior
Bonds on any due date, the 2018A Trustee shall nonetheless transfer all of the moneys in the
2018A Surplus Fund to the Senior Bond Fund for the purpose of making partial payments as
described below under the subsection entitled “Senior Bond Fund.” Amounts in the 2018A
Surplus Fund shall not be used to redeem 2018A Senior Bonds being called pursuant to any
optional redemption provisions of the 2018A Senior Indenture, but shall be used to pay 2018A
Senior Bonds coming due as a result of any mandatory redemption. Amounts in the 2018A
Surplus Fund shall only be used for the purpose of paying the principal of, premium if any, and
interest on the 2018A Senior Bonds in accordance with the provisions set forth in the Senior
Indenture.

Investments credited to the 2018A Surplus Fund may be invested or deposited in
Permitted Investments only and in accordance with the laws of the State and shall be valued on
the basis of their current market value, as reasonably determined by the 2018A Trustee, which
value shall be determined at least annually. All investment earnings on moneys on deposit in the
2018A Surplus Fund shall remain in the 2018A Surplus Fund.

It is intended that amounts in the 2018A Surplus Fund are to be transferred to the
Senior Bond Fund prior to any transfer from the Senior Project Fund.

Amounts on deposit in the 2018A Surplus Fund (if any) on the final maturity date
of the 2018A Senior Bonds shall be applied to the payment of the 2018A Senior Bonds. The
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availability of such amount shall be taken into account in calculating the Senior Required Mill
Levy required to be imposed in December 2047.

Senior Bond Fund. There shall be credited to the Senior Bond Fund each 2018A
Bond Year an amount of Senior Pledged Revenue which, when combined with other legally
available moneys in the Senior Bond Fund (not including moneys deposited thereto from other
funds pursuant to the terms of the 2018A Senior Indenture), will be sufficient to pay the principal
of, premium if any, and interest on the 2018A Senior Bonds which has or will become due in the
2018A Bond Year in which the credit is made, including as a result of mandatory sinking fund
redemption in accordance with the 2018A Senior Indenture.

Moneys in the Senior Bond Fund (including any moneys transferred thereto from
other funds pursuant to the terms of the 2018A Senior Indenture) shall be used by the 2018A
Trustee solely to pay the principal of, premium if any, and interest on the 2018A Senior Bonds,
in the following order of priority.

FIRST: to the payment of interest due in connection with the 2018A Senior
Bonds (including without limitation current interest, accrued and payable but
unpaid interest, and interest due as aresult of compounding, if any); and

SECOND: to the extent any moneys are remaining in the Senior Bond Fund after
the payment of such interest, to the payment of the principal of and premium, if
any, on the 2018A Senior Bonds, whether due at maturity or upon prior
redemption.

In the event that available moneys in the Senior Bond Fund (including any
moneys transferred thereto from other funds pursuant to the terms of the 2018A Senior
Indenture) are insufficient for the payment of the principal of, premium if any, and interest due
on the 2018A Senior Bonds on any due date, the 2018A Trustee shall apply such amounts on
such due date as follows:

FIRST, the 2018A Trustee shall pay such amounts as are available, proportionally
in accordance with the amount of interest due on each 2018A Senior Bond; and

SECOND, the 2018A Trustee shall apply any remaining amounts to the payment
of the principal of and premium, if any, on as many 2018A Senior Bonds as can
be paid with such remaining amounts, such payments to be in increments of
$1,000 or any integral multiple thereof, plus any premium. 2018A Senior Bonds
or portions thereof to be redeemed pursuant to such partial payment shall be
selected by lot from the 2018A Senior Bonds the principal of which is due and
owing on the due date.

Moneys credited to the Senior Bond Fund may be invested or deposited in
accordance with the 2018A Senior Indenture.

Senior Costs of Issuance Fund. The Senior Costs of Issuance Fund shall be
maintained by the 2018A Trustee. All moneys on deposit in the Senior Costs of Issuance Fund
shall be applied by the 2018A Trustee at the direction of the District to the payment of costsin
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connection with the issuance of the 2018A Senior Bonds and the 2018B Subordinate Bonds,
including, without limitation, printing costs, CUSIP fees, regulatory fees, the fees and expenses
of bond counsel, general counsel, underwriter’s counsel and other counsel, the fees and expenses
of the District’s accountant, manager, special consultants, and other professionals, and the costs
of the 2018A Trustee, the 2018B Trustee, and other costs and expenses of the District relating to
the issuance of the 2018A Senior Bonds and the 2018B Subordinate Bonds. The 2018A Trustee
may rely conclusively on any such direction and shall not be required to make any independent
investigation in connection therewith. Any amounts remaining in the Senior Costs of Issuance
Fund on the date that is 90 days after the date of issuance of the 2018A Senior Bonds shall be
transferred by the 2018A Trustee into the Senior Bond Fund.

Book-Entry Only System

The 2018A Senior Bonds will be available only in book-entry form in the
principal amount of $500,000 or any integral multiple of $1,000 in excess thereof. DTC will act
as the initial securities depository for the 2018A Senior Bonds. The ownership of one fully
registered 2018A Senior Bond for each maturity, as set forth on the cover page of this Limited
Offering Memorandum, in the aggregate principal amount of such maturity coming due thereon,
will be registered in the name of Cede & Co., as nominee for DTC. See Appendix C — Book-
Entry Only System.

SO LONG AS CEDE & CO., AS NOMINEE OF DTC, IS THE REGISTERED
OWNER OF THE 2018A SENIOR BONDS, REFERENCES IN THIS LIMITED OFFERING
MEMORANDUM TO THE REGISTERED OWNERS WILL MEAN CEDE & CO. AND
WILL NOT MEAN THE BENEFICIAL OWNERS.

Neither the District nor the 2018A Trustee will have any responsibility or
obligation to DTC’s Direct Participants or Indirect Participants (defined herein), or the persons
for whom they act as nominees, with respect to the payments to or the providing of notice for the
Direct Participants, the Indirect Participants or the beneficial owners of the 2018A Senior Bonds
as further described in Appendix C to this Limited Offering Memorandum.



SECURITY FOR THE 2018A SENIOR BONDS

The 2018A Senior Indenture secures solely the 2018A Senior Bonds, and the covenants
made by the District in the 2018A Senior Indenture are solely for the benefit of the 2018A
Owners. The 2018B Subordinate Bonds are not secured by, and have no right to enforce any
provision of, the 2018A Senior Indenture. For capitalized terms not defined in this section, see
Appendix E — Summary of Certain Provisions from the 2018A Senior Indenture.

Limited Tax General Obligations

The 2018A Senior Bonds constitute limited tax general obligations of the District
payable from the Senior Pledged Revenue, as provided in the 2018A Senior Indenture. All of the
2018A Senior Bonds, together with the interest thereon and any premium due in connection
therewith, are payable solely from and to the extent of the Senior Pledged Revenue, including all
moneys and earnings thereon held in the funds and accounts created in the 2018A Senior
Indenture, and the Senior Pledged Revenue is pledged to the payment of the 2018A Senior
Bonds. The 2018A Senior Bonds are not obligations of District No. 1, the County or the Sate.

The 2018A Senior Bonds constitute an irrevocable lien upon the Senior Pledged
Revenue, but not necessarily an exclusive such lien. The 2018A Senior Bonds are secured by a
lien on the Senior Pledged Revenue on parity with the lien thereon of any Senior Parity Bonds
issued in the future. See “RISK FACTORS — Limited Security for the 2018A Senior Bonds,”
and “— Risks Related to Property Tax Revenues.”

The 2018A Senior Bonds are not secured directly by any lien on property located
within the District; rather they are secured by the District’s covenant to certify to the Board of
County Commissioners of the County the Senior Required Mill Levy. The Senior Required Mill
Levy creates a statutory tax lien which may be enforced to the extent that taxes are delinquent in
agiven year.

Senior Pledged Revenue

The 2018A Senior Indenture defines “ Pledged Revenue” (referred to herein as the
“Senior Pledged Revenue’) to mean the following, net of any costs of collection (to the extent
not previously deducted by definition): (&) al Senior Property Tax Revenues; (b) all Senior
Specific Ownership Tax Revenues, (c) al Capital Fees; and (d) any other legally available
moneys which the District determines, in its absolute discretion, to credit to the Senior Bond
Fund. Each of these components of the Senior Pledged Revenue (excluding the Senior Pledged
Revenue described in clause (d) of the definition thereof) is described below.

Senior Property Tax Revenues

“Senior Property Tax Revenues’ are defined to mean all moneys derived from
imposition by the District of the Senior Required Mill Levy. Senior Property Tax Revenues are
net of the costs of collection and any tax refunds or abatements authorized by or on behalf of the
County. (For the avoidance of doubt, Senior Property Tax Revenues do not include specific
ownership tax revenues.)
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In the 2018A Senior Indenture, the District covenants that for the purpose of
paying the principal of, premium if any, and interest on the 2018A Senior Bonds and funding the
2018A Surplus Fund to the Maximum Surplus Amount (defined as $6,389,000), the Board shall
annually determine and certify to the Board of County Commissioners for the County, in each of
the years 2018 through 2047, inclusive (for tax collection in years 2019 through 2048, inclusive),
and in any year thereafter in which the 2018A Senior Bonds remain Outstanding, in addition to
all other taxes, the Senior Required Mill Levy. Nothing in the 2018A Senior Indenture shall be
construed to require the District to levy an ad valorem property tax for payment of the 2018A
Senior Bonds and funding the 2018A Surplus Fund to the Maximum Surplus Amount, in excess
of the Senior Required Mill Levy. When collected, the taxes levied for the foregoing purposes
shall be deposited with the 2018A Trustee in accordance with the 2018A Senior Indenture.

“Senior Required Mill Levy” is defined in the 2018A Senior Indenture to mean:

@ subject to paragraph (b) below, an ad valorem mill levy (a mill being equal
to 1/10 of 1 cent) imposed upon all taxable property of the District each year in an
amount which, if imposed by the District for collection in the succeeding calendar year,
would generate Senior Property Tax Revenues sufficient to pay the principal of, premium
if any, and interest on the 2018A Senior Bonds as the same become due and payable (less
any amount thereof for which amounts are then on deposit in the Senior Bond Fund and
solely to the extent provided in the 2018A Senior Indenture regarding the 2018A Surplus
Fund), but not in excess of 50 mills; provided, however, that:

(1) for so long as the amount on deposit in the 2018A Surplus Fund is less
than the Maximum Surplus Amount, the Senior Required Mill Levy shall be equal
to 50 mills (subject to adjustment as described in clause (ii) hereof), or such lesser
amount which, if imposed by the District for collection in the succeeding calendar
year, would generate Senior Property Tax Revenues (A) sufficient to pay the
principa of, premium if any, and interest on the 2018A Senior Bonds as the same
become due and payable, and to fully fund the 2018A Surplus Fund to the
Maximum Surplus Amount, or (B) which, when combined with moneys then on
deposit in the Senior Bond Fund and the 2018A Surplus Fund, will pay the 2018A
Senior Bondsin full in the year such levy is collected; and

(i) in the event that the method of calculating assessed valuation is
changed after December 16, 2008, the minimum mill levy of 50 mills and the
maximum mill levy of 50 mills described herein will be increased or decreased to
reflect such changes, such increases or decreases to be determined by the Board in
good faith (such determination to be binding and final) so that to the extent
possible, the actual tax revenues generated by the mill levy, as adjusted, are
neither diminished nor enhanced as a result of such changes. For purposes of the
foregoing, a change in the ratio of actual valuation to assessed valuation shall be
deemed to be a change in the method of cal culating assessed valuation; and

(b) notwithstanding anything in the 2018A Senior Indenture to the contrary, in
no event may the Senior Required Mill Levy be established at a mill levy which would
cause the District to derive tax revenue in any year in excess of the maximum tax
increases permitted by the District’s electoral authorization, and if the Senior Required
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Mill Levy as calculated pursuant to the foregoing would cause the amount of taxes
collected in any year to exceed the maximum tax increase permitted by the District’s
electoral authorization, the Senior Required Mill Levy shall be reduced to the point that
such maximum tax increase is not exceeded.

The District’ s forecasted adjustment of the Senior Required Mill Levy pursuant to
paragraph (a)(ii) above is described in “DISTRICT FINANCIAL INFORMATION - Sources of
District Revenues.”

Senior Specific Ownership Tax Revenues

Definitions in the 2018A Senior Indenture. “Senior Specific Ownership Tax
Revenues’ are defined to mean the specific ownership taxes remitted to the District pursuant to
Section 42-3-107, C.R.S., or any successor statute, as aresult of imposition by the District of the
Senior Required Mill Levy in accordance with the provisions of the 2018A Senior Indenture.

The Specific Ownership Tax System in Colorado. The State Constitution requires
the General Assembly to enact laws classifying motor vehicles and requiring payment of a
graduated annua specific ownership tax thereon, which tax is to be in lieu of ad valorem
property taxes on motor vehicles. Accordingly, the State imposes such a tax (the “S.O. Tax”),
which is payable at a graduated rate which varies from 2.1% of taxable value in the first year of
ownership, to $3 per year in the tenth year of ownership and thereafter. The S.O. Tax is
collected by each county clerk and recorder at the time of motor vehicle registration. Most S.O.
Tax revenues (including revenues received from owners of passenger cars and trucks, which
constitute the majority of S.O. Tax revenues) are paid directly to the county treasurer of the
county in which the revenues are collected. S.O. Tax revenues on certain types of vehicles are
paid by the counties to the State and are then distributed back to the counties in the proportion
that the mileage of the State highway system located within the boundaries of each county bears
to the total mileage of the State highway system.

Each county apportions its S.O. Tax revenue to each political subdivision in the
county in the proportion that the amount of ad valorem property taxes levied by the political
subdivision in the previous year bears to the total amount of ad valorem property taxes levied by
all political subdivisions in the county in the previous year. Based upon these percentages, each
county then distributes S.O. Tax revenue to each political subdivision on the tenth day of each
month. The S.O. Tax received by the District from the Senior Required Mill Levy is pledged to
the 2018A Senior Bonds and defined as the Senior Specific Ownership Taxes. The amount of
Senior Specific Ownership Taxes which is received by the District depends in part upon the
amount of the Senior Required Mill Levy. The S.O. Tax received by the District from the
Subordinate Required Mill Levy is pledged to the 2018B Subordinate Bonds and defined as the
Subordinate Specific Ownership Tax Revenues. The amount of Subordinate Specific Ownership
Tax Revenues which are received by the District depends in part upon the amount of the
Subordinate Required Mill Levy. Additionally, S.O. Tax received by the District from the
operation and maintenance mill levy will be used to pay operations and maintenance.
Furthermore, the amount of S.O. Tax revenue which will be received by the District in the future
can be expected to fluctuate as the number of new car and truck registrations fluctuates.
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The District is not in control of the imposition, collection or distribution of the
S.O. Tax, and therefore cannot assure any future amounts of Senior Specific Ownership Tax
Revenues.

Capital Fees

“Capital Fees’ are defined to mean all fees, rates, tolls, penadlties, and charges of a
capital nature (excluding periodic, recurring service charges) now or hereafter imposed by the
District or any District-owned “enterprise” under Article X, Section 20 of the State Constitution,
for services, programs, or facilities furnished by the District, including the Facility Fees; and
including the revenue derived from any action to enforce the collection of Capital Fees, and the
revenue derived from the sale or other disposition of property acquired by the District from any
action to enforce the collection of Capital Fees. Notwithstanding any of the foregoing, Capital
Fees do not include the Excluded Fees, which are defined to mean any fee imposed by the
District solely for the purpose of funding operation and maintenance expenses. “Facility Fees’
are defined to mean those fees imposed and collected by the District pursuant to the “Facility
Fees Resolution” (defined as the Resolution Concerning the Imposition of District Facility Fees
recorded in the real property records of the County on May 30, 2018 at Reception
No. 2018032258). See “THE DISTRICT — District Agreements — Facility Fees Resolution.”

The 2018A Senior Indenture provides that, subject to the 2018A Owners of a
majority in aggregate principal amount of the 2018A Senior Bonds assuming control of the
enforcement of remedies upon default, the District will enforce the collection of all Capital Fees
in such time and manner as the District reasonably determines will be most efficacious in
collecting the same, including without limitation the bringing of an action to foreclose any
statutory or contractual lien which may exist in connection therewith. The District will not
reduce the amount of the Facility Fees, or amend or supplement the Facility Fees Resolution in
any way which would materially adversely affect the amount or timing of Facility Fees to be
collected, without the prior written consent of the Consent Parties with respect to not less than a
majority in aggregate principal amount of the 2018A Senior Bonds then Outstanding; provided
that nothing in the 2018A Senior Indenture shall prevent the District from increasing the amount
of the Facility Fees.

Flow of Funds

Pursuant to the 2018A Senior Indenture, the District is to transfer al amounts
comprising Senior Pledged Revenue to the 2018A Trustee as soon as may be practicable after the
receipt thereof. The 2018A Trustee shall credit all Senior Pledged Revenue as received in the
following order of priority (excluding the Senior Pledged Revenue described in clause (d) of the
definition thereof, which is to be deposited directly to the Senior Bond Fund). The District shall
also transfer to the 2018A Trustee as soon as practicable, and the 2018A Trustee shall credit in
the following order of priority, al revenues (including specific ownership taxes) received as a
result of the District’s imposition of a debt service mill levy in 2017. For purposes of the
following: (a) when credits to more than one fund, account, or purpose are required at any single
priority level, such credits shall rank pari passu with each other and, in the event that Senior
Pledged Revenue is not sufficient to fully fund all amounts required at any single priority level,
credits shall be made pro rata, in accordance with the relative amounts required to be deposited
to such funds or accounts or, in the case of SECOND below, the relative outstanding principal
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amounts of the obligations secured by the applicable funds; and (b) when credits are required to
go to funds or accounts which are not held by the 2018A Trustee under the 2018A Senior
Indenture, the 2018A Trustee may rely upon the written instructions of the District with respect
to the appropriate funds or accounts to which such credits are to be made.

FIRST: To the credit of the Senior Bond Fund, the amounts described in “THE
2018A SENIOR BONDS — Funds and Accounts — Senior Bond Fund,” and to the credit
of any other similar fund or account established for the current payment of the principal
of, premium if any, and interest on any Senior Parity Bonds, the amounts required by the
resolution or other enactment authorizing issuance of the Senior Parity Bonds for the then
current 2018A Bond Y ear;

SECOND: To the credit of the 2018A Surplus Fund and to the credit of any other
similar fund or account established to secure payment of the principal of, premium if any,
and interest on any Senior Parity Bond, the amount necessary for amounts on deposit in
the 2018A Surplus Fund to equal the Maximum Surplus Amount (defined as $6,389,000),
and for amounts on deposit in any similar account securing Senior Parity Bonds to equal
the amount required by the resolution or other enactment authorizing issuance of such
Senior Parity Bonds; and

THIRD: To the District, for credit to any other fund or account as may be
designated by the District in writing to the 2018A Trustee, to be used for any lawful
purpose, any Senior Pledged Revenue received for the remainder of the 2018A Bond
Y ear after the payments and accumulations set forth above.

In the event that any Senior Pledged Revenue is available to be disbursed as
described in clause THIRD above, the District will, in making its determination as to the
application of such amounts, take into account that State law places certain restrictions upon the
use of any moneys representing ad valorem property tax revenue from a debt service mill levy,
and any then existing pledge or encumbrance on such revenues. For purposes of determining the
nature of the Senior Pledged Revenue available for disbursement as described in THIRD above,
the Senior Pledged Revenue applied in FIRST through SECOND above shall be deemed to be
funded, first, from Senior Property Tax Revenues resulting from imposition of the Senior
Required Mill Levy, second, from Capital Fees, and third, from Senior Specific Ownership Tax
Revenues resulting from imposition of the Senior Required Mill Levy.

The District covenantsin the 2018A Senior Indenture that all property tax revenue
collected by the District from a debt service mill levy, or so much thereof asis needed, shall first,
be designated as Senior Property Tax Revenues in any 2018A Bond Year to pay annua debt
service on the 2018A Senior Bonds and any Senior Parity Bonds and to fund such funds and
accounts as are required in accordance with the terms of the 2018A Senior Indenture and the
resolution, indenture or other enactment authorizing such Senior Parity Bonds (including to fill
the 2018A Surplus Fund to the Maximum Surplus Amount, and to fill the surplus fund for any
Senior Parity Bonds to the Senior Parity Bonds Maximum Surplus Amount), and only after the
funding of such payments and accumulations required in such 2018A Bond Year can property
tax revenue be applied to pay Subordinate Bonds. The debt service property tax levy imposed for
the payment of Subordinate Bonds shall be deemed reduced to the number of mills (if any)
available for payment of such Subordinate Bonds in any 2018A Bond Y ear after first providing
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for the full payment and accumulation of all amounts due on the 2018A Senior Bonds and any
Senior Parity Bonds in such 2018A Bond Year. Notwithstanding the foregoing, in the event that
the Fire IGA Mill Levy (as defined in Appendix E) is imposed as a debt service mill levy, the
portion of property tax revenues collected as a result thereof shall be determined as property tax
revenues are collected, based upon the ratio of the number of mills comprising the Fire IGA Mill
Levy to the number of mills comprising the remainder of the debt service mill levy imposed by
the District, such portion of property tax revenues shall not be deposited with the 2018A Trustee
and may be remitted by the District to the Town in accordance with the Fire IGA (see “THE
DISTRICT — District Agreements — Fire IGA”) and the Service Plan regardliess of whether
amounts required with respect to the 2018A Senior Bonds or any Senior Parity Bonds have been
fully funded, and in no event shall the number of mills constituting the Fire IGA Mill Levy be
subject to reduction as a result of amounts required to be funded with respect to the 2018A
Senior Bonds or any Senior Parity Bonds.

Additional Obligations under the 2018A Senior Indenture

General. Under the 2018A Senior Indenture, the District shall not incur any
additional debt or other financial obligation having a lien upon the Senior Pledged Revenue
superior to the lien thereof of the 2018A Senior Bonds. Any Additional Obligations secured by a
lien on ad valorem property taxes of the District shall be issued as either Senior Parity Bonds or
Subordinate Bonds; provided, however, that notwithstanding any provision of the 2018A Senior
Indenture, the Fire IGA is permitted, and the ad valorem property taxes required to be imposed
thereunder are permitted to be collected and applied in accordance with the provisions of the Fire
IGA and the Service Plan, shall not constitute Senior Pledged Revenue under the 2018A Senior
Indenture, and shall not be subject to any limitations or requirements thereof, except as
specifically stated therein. The issuance of the 2018B Subordinate Bonds in accordance with the
2018B Subordinate Indenture is permitted. Furthermore, the District shall not issue or incur any
Additional Obligations except as described below, unless such issuance is consented to by the
Consent Parties with respect to a mgjority in aggregate principal amount of the 2018A Senior
Bonds then Outstanding.

Additional Senior Parity Bonds. The District may issue Additional Obligations
constituting Senior Parity Bonds without the consent of the Consent Parties if each of the
following conditionsis met as of the date of issuance of such Additional Obligations:

(i) no Event of Default shall have occurred and be continuing
and no amounts of principal or interest on the 2018A Senior Bonds or any
other Senior Parity Bonds are due but unpaid, unless: (A) such Event of
Default or failure to pay principal or interest on the 2018A Senior Bonds will
be cured upon issuance of the Senior Parity Bonds, or (B) the conditions of
clause (iv)(B) below are satisfied;

(i)  the Senior Parity Bonds shall be secured by a surplus fund
to be funded by revenues pledged to the payment of such Senior Parity Bonds
in the manner described in “Flow of Funds’ above up to the applicable Senior
Parity Bonds Maximum Surplus Amount (and not more than such amount),
and to be otherwise maintained in the same manner as the 2018A Surplus
Fund;
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(iii)  inthe event that the Senior Parity Bonds are secured by a
lien on ad valorem property taxes of the District, then (A) the maximum ad
valorem mill levy (if any) pledged to the payment of the Senior Parity Bonds,
together with the Senior Required Mill Levy required to be imposed under the
2018A Senior Indenture, shall be not higher than the maximum mill levy set
forth in the definition of Senior Required Mill Levy, and (B) the resolution,
indenture or other document pursuant to which the Senior Parity Bonds are
issued shall provide that any ad valorem property taxes imposed for the
payment of such Senior Parity Bonds shall be applied in the same manner and
priority as described in “Flow of Funds’ above with respect to the Senior
Pledged Revenue; and

(iv)  oneof the following two conditions shall be satisfied:

(A)  upon issuance of the Senior Parity Bonds, the
Senior Debt to Assessed Ratio (defined as the ratio on any date of
calculation derived by dividing the then-outstanding principal
amount of the Senior Debt outstanding by the most recent Final
Assessed Valuation of the District, which ratio calculation shall be
set forth in a written certificate of the District Representative
provided to the 2018A Trustee) will be fifty percent (50%) or less,
OR

(B) the Senior Parity Bonds are issued solely for the
purpose of refunding all or any portion of the 2018A Senior Bonds,
any other Senior Parity Bonds and/or Subordinate Bonds (provided
that proceeds of the refunding Senior Parity Bonds may also be
applied to pay all expenses in connection with such refunding, to
fund reserve funds and capitalized interest, and to pay the costs of
letters of credit, credit facilities, interest rate exchange agreements,
bond insurance, or other financial products pertaining to such
refunding), and the total of the District’s scheduled debt service on
such refunding Senior Parity Bonds, the 2018A Senior Bonds and
any other Senior Parity Bonds (to the extent to remain outstanding
upon such refunding) does not exceed in any year the total debt
service on the 2018A Senior Bonds and Senior Parity Bonds prior
to the issuance of such refunding Senior Parity Bonds (excluding
from such calculation any amount on deposit in a reserve fund
anticipated to be available for payment of debt service at final
maturity, as reasonably determined by the Board in good faith,
such determination to be binding and final). For purposes of the
foregoing, the following shall be deemed to increase the District’s
Senior Parity Bonds debt service in any year and shall not be
permitted by this clause (B): (1) the issuance of refunding Senior
Parity Bonds that have any scheduled payment dates in any year
that are after the maturity of the 2018A Senior Bonds or Senior
Parity Bonds being refunded, and (2) the issuance of refunding
Senior Parity Bonds that refund only Subordinate Bonds.
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Permitted Subordinate Bonds. The District may issue Additional Obligations
constituting Subordinate Bonds without the consent of the Consent Parties and the terms of such
Subordinate Bonds shall be as provided in the documents pursuant to which they are issued,
provided that each of the following conditions is met as of the date of issuance of the
Subordinate Bonds:

() the maximum mill levy which the District promises to impose for payment
of the Subordinate Bonds is 50 mills (adjusted as described in the definition of the Senior
Required Mill Levy), less the Senior Required Mill Levy required to be imposed under the
2018A Senior Indenture and the mill levy required to be imposed for the payment of any Senior
Parity Bonds;

(i)  the failure to make a payment when due on the Subordinate Bonds shall
not constitute an event of default thereunder; and

(iti)  the Subordinate Bonds shall be payable as to both principal and interest
only on an annual basis, on or after December 15 of each calendar year.

Certificate. A written certificate by the President or Treasurer of the District that
the conditions set forth in the 2018A Senior Indenture are met shall conclusively determine the
right of the District to authorize, issue, sell, and deliver Additional Obligations in accordance
with the 2018A Senior Indenture.

Nothing in the 2018A Senior Indenture shall affect or restrict the right of the
District to issue or incur obligations that are not Additional Obligations under the 2018A Senior
Indenture.

Notwithstanding any other provision contained in the 2018A Senior Indenture,
under no circumstances shall the District issue Additional Obligations in excess of that
authorized by eligible electors of the District, if applicable, and the District’s Service Plan, as the
same may be amended from time to time. In addition, excluding the 2018B Subordinate Bonds,
the Didtrict shall not issue any Additional Obligations requiring any electoral authorization for
indebtedness approved at the Elections until such time as the full amount of indebtedness
represented by the 2018A Senior Bonds has been alocated to such electora authorization for
indebtedness approved at the Elections.

Events of Default and Remedies

Events of Default under the 2018A Senior Indenture. The occurrence of any one
or more of the following events or the existence of any one or more of the following conditions
shall constitute an Event of Default under the 2018A Senior Indenture (whatever the reason for
such event or condition and whether it shall be voluntary or involuntary or be effected by
operation of law or pursuant to any judgment, decree, rule, regulation, or order of any court or
any administrative or governmental body), and there shall be no default or Event of Default
under the 2018A Senior Indenture except as follows:

€)] The District fails or refuses to impose the Senior Required Mill Levy or to
apply the Senior Pledged Revenue as required by the 2018A Senior Indenture;
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(b) The District defaults in the performance or observance of any other of the
covenants, agreements, or conditions on the part of the District in the 2018A Senior
Indenture or the Bond Resolution, and fails to remedy the same after notice thereof
pursuant to the 2018A Senior Indenture; or

(c) The Digtrict files a petition under the federal bankruptcy laws or other
applicable bankruptcy laws seeking to adjust the obligation represented by the 2018A
Senior Bonds.

It is acknowledged in the 2018A Senior Indenture that due to the limited nature of
the Senior Pledged Revenue, the failure to pay the principal of or interest on the 2018A Senior
Bonds when due shall nat, of itself, constitute an Event of Default thereunder.

Remedies upon Occurrence of Events of Default under the 2018A Senior
Indenture. Upon the occurrence and continuance of an Event of Default, the 2018A Trustee shall
have the following rights and remedies which may be pursued:

Receivership. Upon the filing of a bill in equity or other commencement
of judicial proceedings to enforce the rights of the 2018A Trustee and of the 2018A Owners, the
2018A Trustee shall be entitled as a matter of right to the appointment of a receiver or receivers
of the Trust Estate, and of the revenues, income, product, and profits thereof pending such
proceedings, subject however, to constitutional limitations inherent in the sovereignty of the
District; but notwithstanding the appointment of any receiver or other custodian, the 2018A
Trustee shall be entitled to the possession and control of any cash, securities, or other
instruments at the time held by, or payable or deliverable under the provisions of the 2018A
Senior Indenture to, the 2018A Trustee.

Suit for Judgment. The 2018A Trustee may proceed to protect and
enforce its rights and the rights of the 2018A Owners under the Act, the 2018A Senior Bonds,
the Bond Resolution, the 2018A Senior Indenture, and any provision of law by such suit, action,
or special proceedings as the 2018A Trustee, being advised by Counsel, shall deem appropriate.

Mandamus or Other Suit. The 2018A Trustee may proceed by mandamus
or any other suit, action, or proceeding at law or in equity, to enforce all rights of the 2018A
Owners.

No recovery of any judgment by the 2018A Trustee shall in any manner or to any
extent affect the lien of the 2018A Senior Indenture or any rights, powers, or remedies of the
2018A Trustee thereunder, or any lien, rights, powers, and remedies of the 2018A Owners, but
such lien, rights, powers, and remedies of the 2018A Trustee and of the 2018A Owners shall
continue unimpaired as before.

If any Event of Default described under subsection (a) in “Events of Default
under the 2018A Senior Indenture” above shall have occurred and if requested by the 2018A
Owners of 25% in aggregate principal amount of the 2018A Senior Bonds then Outstanding, the
2018A Trustee shall be obligated to exercise such one or more of the rights and powers conferred
by the 2018A Senior Indenture as the 2018A Trustee, being advised by Counsel, shall deem most
expedient in the interests of the 2018A Owners, subject to the 2018A Senior Indenture; provided
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that the 2018A Trustee at its option shall be indemnified as provided in the 2018A Senior
Indenture.

Notwithstanding anything in the 2018A Senior Indenture to the contrary,
acceleration of the 2018A Senior Bonds shall not be an available remedy for an Event of Defaullt.

THE 2018B SUBORDINATE BONDS

Although a single Limited Offering Memorandum is being used in connection with
the offer and sale of the 2018A Senior Bonds and 2018B Subordinate Bonds, the 2018A Senior
Bonds are secured solely by the 2018A Senior Indenture and the 2018B Subordinate Bonds are
secured solely by the 2018B Subordinate Indenture. Further, each series of Bonds is secured by
separately defined pledged revenues. The 2018A Senior Bonds are secured solely by the Senior
Pledged Revenue, and the 2018B Subordinate Bonds are secured solely by the Subordinate
Pledged Revenue. Accordingly, the use of a single Limited Offering Memorandum does not
imply that 2018A Owners and 2018B Owners are secured by the same revenue sources, funds or
covenants. 2018A Owners and 2018B Owners are afforded different rights under the 2018A
Senior Indenture and the 2018B Subordinate Indenture, respectively. Potential purchasers of
each series of Bonds are cautioned to carefully review the provisions below and throughout this
Limited Offering Memorandum describing the Indentures as applicable to the specific series of
Bonds to be purchased.

General

The 2018B Subordinate Bonds are subordinate limited tax general obligations
issued by the District. The maturity date and interest rate for the 2018B Subordinate Bonds are
set forth on the cover page hereof. For a complete statement of the details and conditions of the
2018B Subordinate Bond issue, reference is made to the 2018B Subordinate Indenture, copies of
which are available from the Underwriter prior to delivery of the 2018B Subordinate Bonds.
Portions of the 2018B Subordinate Indenture are described in “THE 2018B SUBORDINATE
BONDS,” “SECURITY FOR THE 2018B SUBORDINATE BONDS’ and Appendix F —
Summary of Certain Provisions from the 2018B Subordinate Indenture. Capitalized terms not
otherwise defined below are defined in Appendix F.

No Regularly Scheduled Principal Paymentson the 2018B Subordinate Bonds

In addition to being subordinate obligations, the 2018B Subordinate Bonds are
structured as “cash flow” bonds, meaning that (a) principal on the 2018B Subordinate Bonds is
payable on the Mandatory Redemption Date(s) (each December 15) from, and only to the extent
of, Subordinate Pledged Revenue available therefor, if any, in accordance with the terms of the
2018B Subordinate Indenture, pursuant to a special mandatory redemption more particularly
described in “THE 2018B SUBORDINATE BONDS - Prior Redemption - Mandatory
Redemption,” “- No Mandatory Sinking Fund Redemption” and “- Flow of Funds — Subordinate
Bond Fund” and (b) interest on the 2018B Subordinate Bonds is payable on each December 15,
but only from and to the extent of, Subordinate Pledged Revenue available therefor. Unpaid
interest will accrue and compound annually at the rate of interest on the 2018B Subordinate
Bonds until sufficient Subordinate Pledged Revenue is available for payment. The failure to pay
interest each December 15 is not an Event of Default under the 2018B Subordinate Indenture.
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The failure to pay principal on any Mandatory Redemption Date or upon the maturity date also is
not an Event of Default under the 2018B Subordinate Indenture. See “SECURITY FOR THE
2018B SUBORDINATE BONDS — Events of Default and Remedies.” If, however, Subordinate
Pledged Revenue is available on a Mandatory Redemption Date, then all such revenue must be
applied first to pay interest due on the 2018B Subordinate Bonds and then to pay all or a portion
of the principal amount of the 2018B Subordinate Bonds, and such 2018B Subordinate Bonds
will be subject to mandatory redemption on that date in advance of their maturity date.

Authorized Denominations

The 2018B Subordinate Bonds are being issued in “ Authorized Denominations,”
defined in the 2018B Subordinate Indenture to mean initially the amount of $500,000 or any
integral multiple of $1,000 in excess thereof, provided that (a) no individual 2018B Subordinate
Bond may be in an amount which exceeds the principal amount coming due on any maturity
date; (b) in the event a 2018B Subordinate Bond is partially redeemed and the unredeemed
portion is less than $500,000, such unredeemed portion of such 2018B Subordinate Bond may be
issued in the largest possible denomination of less than $500,000, in integral multiples of not less
than $1,000 each or any integral multiple thereof; and (c) the Authorized Denominations shall be
reduced to $1,000 or any integral multiple thereof in the event that the 2018B Trustee receives an
opinion of Counsel that the District has filed a notice of a claim of exemption, along with all
other required documents necessary to exempt the 2018B Subordinate Bonds under any of the
exemptions from registration contemplated by Section 11-59-110, C.R.S. and any rule or order
promulgated thereunder, or any successor statute (and any rule or order promulgated under such
successor statute), or has taken other actions which permit the 2018B Subordinate Bonds to be
issued in denominations of $1,000 or integral multiples thereof under the Colorado Municipal
Bond Supervision Act or any successor statute.

Payment of Principal and Interest; Record Date

The 2018B Subordinate Indenture provides that the principal of and premium, if
any, on the 2018B Subordinate Bonds are payable in lawful money of the United States of
America to the 2018B Owner of each 2018B Subordinate Bond upon maturity or prior
redemption and presentation at the principal office of the 2018B Trustee. The interest on any
2018B Subordinate Bond is payable to the person in whose name such 2018B Subordinate Bond
is registered, at his address as it appears on the registration books maintained by or on behalf of
the District by the 2018B Trustee, at the close of business on the Record Date, irrespective of
any transfer or exchange of such 2018B Subordinate Bond subsequent to such Record Date and
prior to such 2018B Interest Payment Date; provided that any such interest not so timely paid or
duly provided for shall cease to be payable to the person who is the 2018B Owner thereof at the
close of business on the Record Date and shall be payable to the person who is the 2018B Owner
thereof at the close of business on a Special Record Date for the payment of any such defaulted
interest. Such Special Record Date shall be fixed by the 2018B Trustee whenever moneys
become available for payment of the defaulted interest, and notice of the Special Record Date
shall be given to the 2018B Owners of the 2018B Subordinate Bonds not |ess than 10 days prior
to the Special Record Date by first-class mail to each such 2018B Owner as shown on the
registration books kept by the 2018B Trustee on a date selected by the 2018B Trustee. Such
notice shall state the date of the Special Record Date and the date fixed for the payment of such
defaulted interest.
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Interest payments shall be paid by check or draft of the 2018B Trustee mailed on
or before the 2018B Interest Payment Date to the 2018B Owners. The 2018B Trustee may make
payments of interest on any 2018B Subordinate Bond by such alternative means as may be
mutually agreed to between the 2018B Owner of such 2018B Subordinate Bond and the 2018B
Trustee; provided that the District shall not be required to make funds available to the 2018B
Trustee prior to the dates on which such interest would otherwise be payable under the 2018B
Subordinate Indenture, nor to incur any expenses in connection with such alternative means of
payment.

To the extent principal of any 2018B Subordinate Bond is not paid when due,
such principal shall remain Outstanding until paid, subject to the paragraph described below. To
the extent interest on any 2018B Subordinate Bond is not paid when due, such interest shall
compound annually on each 2018B Interest Payment Date, at the rate then borne by the 2018B
Subordinate Bond; provided however, that notwithstanding anything in the 2018B Subordinate
Indenture to the contrary, the District shall not be obligated to pay more than the amount
permitted by law and the Elections in repayment of the 2018B Subordinate Bonds, including all
payments of principal, premium if any, and interest, and all 2018B Subordinate Bonds will be
deemed defeased and no longer Outstanding upon the payment by the District of such amount.

NOTWITHSTANDING ANY OTHER PROVISION IN THE 2018B
SUBORDINATE INDENTURE, THE DISTRICT SHALL NOT BE REQUIRED TO IMPOSE
THE SUBORDINATE REQUIRED MILL LEVY FOR PAYMENT OF THE 2018B
SUBORDINATE BONDS AFTER DECEMBER 2057 (FOR COLLECTION IN CALENDAR
Y EAR 2058).

The 2018B Subordinate Indenture provides that the 2018B Trustee shall perform
the functions of paying agent and authenticating registrar with respect to the 2018B Subordinate
Bonds. In addition, the principal of, premium if any, and interest on the 2018B Subordinate
Bonds shall be paid in accordance with the terms of the Letter of Representations with DTC.
See “Book-Entry Only System” below.

Discharge on December 15, 2058

Notwithstanding any other provision in the 2018B Subordinate Indenture, in the
event that any amount of principal of or interest on the 2018B Subordinate Bonds remains
unpaid after the application of all Subordinate Pledged Revenue available therefor on
December 15, 2058, the 2018B Subordinate Bonds and the lien of the 2018B Subordinate
Indenture securing payment thereof shall be deemed discharged, the estate and rights thereby
granted shall cease, terminate, and be void, and thereupon the 2018B Trustee shall cancel and
discharge the lien of the 2018B Subordinate Indenture, and execute and deliver to the District
such instruments in writing as shall be required to evidence the same. Upon such discharge, the
2018B Owners will have no recourse to the District or any property of the District for the
payment of any amount of principal of or interest on the 2018B Subordinate Bonds remaining
unpaid.
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Prior Redemption

Optional Redemption. The 2018B Subordinate Bonds are subject to redemption
prior to maturity, at the option of the District, as a whole or in integral multiples of $1,000, in
any order of maturity, and in whole or partial maturities (and if in part in such order of maturities
as the District shall determine and by lot within maturities), on December 15, 2023, and on any
date thereafter, upon payment of par and accrued interest, and a redemption premium equal to a
percentage of the principal amount so redeemed, as follows:

Date of Redemption Redemption Premium
December 15, 2023, to December 14, 2024 3.00%
December 15, 2024, to December 14, 2025 2.00
December 15, 2025 to December 14, 2026 1.00
December 15, 2026, and thereafter 0.00

No Mandatory Sinking Fund Redemption. The 2018B Subordinate Bonds are not
subject to mandatory sinking fund redemption.

Mandatory Redemption. The 2018B Subordinate Bonds are also subject to
mandatory redemption in part by lot on December 15 of each year (each a “Mandatory
Redemption Date”), commencing December 15, 2018, to the extent of moneys on deposit, if any,
in the Subordinate Mandatory Redemption Account of the Subordinate Bond Fund 45 days prior
to the applicable Mandatory Redemption Date, and subject to any minimum requirements with
respect to the principal amount of 2018B Subordinate Bonds to be redeemed as described in the
following subsection entitled “Redemption Procedure and Notice’, at a redemption price (the
“Mandatory Redemption Price”) equal to the principal amount thereof (with no redemption
premium), plus accrued interest to the redemption date. The District acknowledges and agreesin
the 2018B Subordinate Indenture that, notwithstanding anything therein to the contrary,
borrowed moneys shall not be used for the purpose of redeeming principal of the 2018B
Subordinate Bonds as described in this paragraph.

Redemption Procedure and Notice. If less than al of the 2018B Subordinate
Bonds within a maturity are to be redeemed on any prior redemption date, the 2018B
Subordinate Bonds to be redeemed shall be selected by lot prior to the date fixed for redemption,
in such manner as the 2018B Trustee shall determine. The 2018B Subordinate Bonds shall be
redeemed only in integral multiples of $1,000. In the event a 2018B Subordinate Bond is of a
denomination larger than $1,000, a portion of such 2018B Subordinate Bond may be redeemed,
but only in the principal amount of $1,000 or any integral multiple thereof. Such 2018B
Subordinate Bond shall be treated for the purpose of redemption as that number of 2018B
Subordinate Bonds which results from dividing the principal amount of such 2018B Subordinate
Bond by $1,000. In the event a portion of any 2018B Subordinate Bond is redeemed, the 2018B
Trustee shall, without charge to the 2018B Owner of such 2018B Subordinate Bond, authenticate
and deliver a replacement 2018B Subordinate Bond or Bonds for the unredeemed portion
thereof.
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In the event any of the 2018B Subordinate Bonds or portions thereof are called for
redemption as aforesaid, notice thereof identifying the 2018B Subordinate Bonds or portions
thereof to be redeemed will be given by the 2018B Trustee by mailing a copy of the redemption
notice by first class mail (postage prepaid) or by electronic means to DTC or its successors, not
less than 30 days prior to the redemption date to the 2018B Owner of each 2018B Subordinate
Bond to be redeemed in whole or in part at the address shown on the registration books
maintained by or on behalf of the District by the 2018B Trustee. Failure to give such notice by
mailing to any 2018B Owner or by electronic means to DTC or its successors, or any defect
therein, shall not affect the validity of any proceeding for the redemption of other 2018B
Subordinate Bonds as to which no such failure or defect exists. The redemption of the 2018B
Subordinate Bonds may be contingent or subject to such conditions as may be specified in the
notice, and if funds for the redemption are not irrevocably deposited with the 2018B Trustee or
otherwise placed in escrow and in trust prior to the giving of notice of redemption, the notice
shall be specifically subject to the deposit of funds by the District. All 2018B Subordinate
Bonds so called for redemption will cease to bear interest after the specified redemption date,
provided funds for their redemption are on deposit at the place of payment at that time.

Funds and Accounts

The 2018B Subordinate Indenture creates and establishes the following funds and
accounts, which are established with the 2018B Trustee and maintained by the 2018B Trustee in
accordance with the provisions of the 2018B Subordinate Indenture: (a) the Subordinate Project
Fund; and (b) the Subordinate Bond Fund and, therein, the Subordinate Interest Account and the
Subordinate Mandatory Redemption Account. See adso “SECURITY FOR THE 2018B
SUBORDINATE BONDS - Flow of Funds.”

Subordinate Project Fund.

@ In General. The Subordinate Project Fund shall be maintained by the
2018B Trustee in accordance with the terms described below.

(b) Draws from the Subordinate Project Fund. So long as no Event of
Default shall have occurred and be continuing, amounts in the Subordinate Project Fund shall be
released by the 2018B Trustee to the District in accordance with requisitions submitted to the
2018B Trustee in substantially the form set forth in the 2018B Subordinate Indenture, signed by
the District Representative and certifying that all amounts drawn will be applied to the payment
of the Project Costs. The 2018B Trustee may rely conclusively on any such certificate and shall
not be required to make any independent investigation in connection therewith. The execution of
any requisition by the District Representative shall constitute, unto the 2018B Trustee, an
irrevocable determination that al conditions precedent to the payments requested have been
completed.

(© Termination of Subordinate Project Fund. Upon the receipt by the 2018B
Trustee of a resolution of the District determining that al Project Costs have been paid, any
balance remaining in the Subordinate Project Fund shall be credited to the Subordinate Bond
Fund. The Subordinate Project Fund shall terminate at such time as no further moneys remain
therein.
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Subordinate Bond Fund. Moneys in the Subordinate Bond Fund shall be used by
the 2018B Trustee solely to pay the principal of, premium if any, and interest on the 2018B
Subordinate Bonds. Subordinate Pledged Revenue required to be credited to the Subordinate
Bond Fund in accordance with the 2018B Subordinate Indenture shall be credited each 2018B
Bond Y ear asreceived as follows:

(1) FIRST, to the credit of the Subordinate Interest Account, the amount
required for amounts on deposit therein to equal the interest payable on the 2018B
Subordinate Bonds in such 2018B Bond Y ear; and

(i) SECOND, to the credit of the Subordinate Mandatory Redemption
Account, all remaining Subordinate Pledged Revenue credited to the Subordinate Bond
Fund for such 2018B Bond Y ear.

On each 2018B Interest Payment Date, the 2018B Trustee is to apply amounts on
deposit in the Subordinate Interest Account to the payment of interest on the 2018B Subordinate
Bonds (including current interest, accrued but unpaid interest and unpaid compound interest, and
including the accrued interest portion of any Mandatory Redemption Price) then due.

On the 45th day prior to each Mandatory Redemption Date, the 2018B Trustee
shall determine the amounts on deposit in the Subordinate Mandatory Redemption Account
available for application to redemption of the 2018B Subordinate Bonds in accordance with the
provisions described above in subsection “Prior Redemption — Mandatory Redemption,” taking
into account any requirements described therein with respect to the amount to be redeemed. The
2018B Trustee shall provide notice of the mandatory redemption to occur on each Mandatory
Redemption Date as a result of amounts credited to the Subordinate Mandatory Redemption
Account, as described above in subsection “Prior Redemption — Mandatory Redemption.”

On each Mandatory Redemption Date, the 2018B Trustee is to apply amounts on
deposit in the Subordinate Mandatory Redemption Account to the payment of the principal
portion of any Mandatory Redemption Price.

Moneys credited to the Subordinate Bond Fund may be invested or deposited in
accordance with the 2018B Subordinate Indenture.

The District acknowledges and agrees in the 2018B Subordinate Indenture that,
notwithstanding anything therein to the contrary, borrowed moneys shall not be used for the
purpose of redeeming principal of the 2018B Subordinate Bonds pursuant to the 2018B
Subordinate | ndenture.
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Book-Entry Only System

The 2018B Subordinate Bonds will be available only in book-entry form in the
principal amount of $500,000 or any integral multiple of $1,000 in excess thereof. DTC will act
as the initial securities depository for the 2018B Subordinate Bonds. The ownership of one fully
registered 2018B Subordinate Bond for each maturity, as set forth on the cover page of this
Limited Offering Memorandum, in the aggregate principal amount of such maturity coming due
thereon, will be registered in the name of Cede & Co., as nominee for DTC. See Appendix C —
Book-Entry Only System.

SO LONG AS CEDE & CO., AS NOMINEE OF DTC, IS THE REGISTERED
OWNER OF THE 2018B SUBORDINATE BONDS, REFERENCES IN THIS LIMITED
OFFERING MEMORANDUM TO THE REGISTERED OWNERS WILL MEAN CEDE &
CO. AND WILL NOT MEAN THE BENEFICIAL OWNERS.

Neither the District nor the 2018B Trustee will have any responsibility or
obligation to DTC'’s Direct Participants or Indirect Participants (defined herein), or the persons
for whom they act as nominees, with respect to the payments to or the providing of notice for the
Direct Participants, the Indirect Participants or the beneficial owners of the 2018B Subordinate
Bonds as further described in Appendix C to this Limited Offering Memorandum.
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SECURITY FOR THE 2018B SUBORDINATE BONDS

The 2018B Subordinate Indenture secures solely the 2018B Subordinate Bonds,
and the covenants made by the District in the 2018B Subordinate Indenture are solely for the
benefit of the 2018B Owners. The 2018A Senior Bonds are not secured by, and have no right to
enforce any provision of, the 2018B Subordinate Indenture. For capitalized terms not defined in
this section, see Appendix F — Summary of Certain Provisions from the 2018B Subordinate
Indenture.

Subordinate Limited Tax General Obligations

The Subordinate Pledged Revenue for the 2018B Subordinate Bonds is
subordinate to the revenue pledged to the 2018A Senior Bonds and any Senior Parity Bonds
issued in the future.

The 2018B Subordinate Bonds constitute limited tax general obligations of the
District payable from the Subordinate Pledged Revenue as provided in the 2018B Subordinate
Indenture. Principal of the 2018B Subordinate Bonds, together with the interest thereon and any
premium due in connection therewith, shall be payable from and to the extent of the Subordinate
Pledged Revenue, including al moneys and earnings thereon held in the funds and accounts
created in the 2018B Subordinate Indenture, and the Subordinate Pledged Revenue is pledged to
the payment of the 2018B Subordinate Bonds. The 2018B Subordinate Bonds are not
obligations of District No. 1, the County or the Sate.

The 2018B Subordinate Bonds constitute an irrevocable lien upon the Subordinate
Pledged Revenue, but not necessarily an exclusive such lien. The 2018B Subordinate Bonds are
secured by a lien on the Subordinate Pledged Revenue on parity with the lien thereon of any
Subordinate Parity Bonds issued in the future. See “RISK FACTORS — Limited Security for the
2018B Subordinate Bonds’ and “— Risks Related to Property Tax Revenues.”

The 2018B Subordinate Bonds are not secured directly by any lien on property
located within the District; rather they are secured by the District’s covenant to certify to the
Board of County Commissioners of the County the Subordinate Required Mill Levy. The
Subordinate Required Mill Levy creates a statutory tax lien which may be enforced to the extent
that taxes are delinquent in agiven year.

Subordinate Pledged Revenue

The 2018B Subordinate Indenture defines “ Subordinate Pledged Revenue’ as the
following, net of any costs of collection (to the extent not previously deducted by definition):
(@) al Subordinate Property Tax Revenues; (b) all Subordinate Specific Ownership Tax
Revenues; (c) all Subordinate Capital Fee Revenue; and (d) any other legally available moneys
which the District determines, in its absolute discretion, to credit to the Subordinate Bond Fund.
Each of these components of the Subordinate Pledged Revenue (excluding the Subordinate
Pledged Revenue described in clauses (d) of the definition thereof) is described below.
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Subordinate Property Tax Revenues

“Subordinate Property Tax Revenues’ are defined as all moneys derived from
imposition by the District of the Subordinate Required Mill Levy. Subordinate Property Tax
Revenues are net of the costs of collection and any tax refunds or abatements authorized by or on
behalf of the County. (For the avoidance of doubt, Subordinate Property Tax Revenues do not
include specific ownership tax revenues.)

In the 2018B Subordinate Indenture, the District covenants that for the purpose of
paying the principal of, premium if any, and interest on the 2018B Subordinate Bonds, the Board
shall annually determine and certify to the Board of County Commissioners for the County, in
each of the years 2018 through 2047, inclusive (for tax collection in years 2019 through 2048,
inclusive), and in any year thereafter in which the 2018B Subordinate Bonds remain
Outstanding, in addition to all other taxes, the Subordinate Required Mill Levy, subject to the
paragraph below. Nothing in the 2018B Subordinate Indenture shall be construed to require the
Didtrict to levy an ad valorem property tax for payment of the 2018B Subordinate Bonds in
excess of the Subordinate Required Mill Levy. When collected, the taxes levied for the
foregoing purposes shall be deposited with the 2018B Trustee in accordance with the 2018B
Subordinate | ndenture.

NOTWITHSTANDING ANY OTHER PROVISION [IN THE 2018B
SUBORDINATE INDENTURE, THE DISTRICT SHALL NOT BE REQUIRED TO IMPOSE
THE SUBORDINATE REQUIRED MILL LEVY FOR PAYMENT OF THE 2018B
SUBORDINATE BONDS AFTER DECEMBER 2057 (FOR COLLECTION IN CALENDAR
YEAR 2058).

“Subordinate Required Mill Levy” means an ad valorem mill levy (a mill being
equal to 1/10 of 1 cent) imposed upon all taxable property of the District each year in an amount
equal to (i) 50 mills lessthe “ Senior Obligation Mill Levy” (which is defined as the sum of the
Senior Required Mill Levy required to be imposed by the District in accordance with the 2018A
Senior Indenture, and any other ad valorem property tax levy required to be imposed by the
District for the payment of Senior Obligations), or (ii) such lesser amount which, if imposed by
the District for collection in the succeeding calendar year, would generate Subordinate Property
Tax Revenues which, when combined with moneys then on deposit in the Subordinate Bond
Fund, will pay the 2018B Subordinate Bonds in full in the year such levy is collected; provided
however, that:

(@ in the event that the method of calculating assessed valuation is changed
after December 16, 2008, the mill levy of 50 mills (less the Senior Obligation Mill Levy)
provided in the 2018B Subordinate Indenture will be increased or decreased to reflect
such changes, such increases or decreases to be determined by the Board in good faith
(such determination to be binding and final) so that to the extent possible, the actual tax
revenues generated by the mill levy, as adjusted, are neither diminished nor enhanced as a
result of such changes. For purposes of the foregoing, a change in the ratio of actual
valuation to assessed valuation shall be deemed to be a change in the method of
calculating assessed valuation; and
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(b) notwithstanding anything in the 2018B Subordinate Indenture to the
contrary, in no event may the Subordinate Required Mill Levy be established at a mill
levy which would cause the District to derive tax revenue in any year in excess of the
maximum tax increases permitted by the District’s electoral authorization, and if the
Subordinate Required Mill Levy as calculated pursuant to the foregoing would cause the
amount of taxes collected in any year to exceed the maximum tax increase permitted by
the Digtrict’s electoral authorization, the Subordinate Required Mill Levy shall be
reduced to the point that such maximum tax increase is not exceeded.

The District’s forecasted adjustment of the Subordinate Required Mill Levy
pursuant to paragraph (@) above is described in “DISTRICT FINANCIAL INFORMATION —
Sources of District Revenues.”

Subordinate Specific Ownership Tax Revenues

“Subordinate Specific Ownership Tax Revenues’ are defined as the specific
ownership taxes remitted to the District pursuant to Section 42-3-107, C.R.S., or any successor
statute, as a result of its imposition of the Subordinate Required Mill Levy in accordance with
the 2018B Subordinate Indenture. Additional information regarding the specific ownership tax
is provided in “SECURITY FOR THE 2018A SENIOR BONDS — Senior Specific Ownership
Tax Revenues.” Specific ownership taxes received by the District as a result of the Senior
Required Mill Levy secure only the 2018A Senior Bonds and do not secure the 2018B
Subordinate Bonds.

Subordinate Capital Fee Revenue

“Subordinate Capital Fee Revenue” is defined as any revenue from Capital Fees
remaining after deduction of any amount thereof used, paid, pledged, or otherwise applied to the
payment of any Senior Obligations. Additional information regarding Capital Fees is provided
in“SECURITY FOR THE 2018A SENIOR BONDS — Capital Fees.”

The 2018B Subordinate Indenture provides that, subject to the Owners of a
majority in aggregate principal amount of the 2018B Subordinate Bonds assuming control of the
enforcement of remedies upon default, the District will enforce the collection of all Capital Fees
in such time and manner as the District reasonably determines will be most efficacious in
collecting the same, including without limitation the bringing of an action to foreclose any
statutory or contractual lien which may exist in connection therewith. The District will not
reduce the amount of the Facility Fees, or amend or supplement the Facility Fees Resolution in
any way which would materially adversely affect the amount or timing of Facility Fees to be
collected, without the prior written consent of the Consent Parties with respect to not less than a
majority in aggregate principa amount of the 2018B Subordinate Bonds then Outstanding;
provided that nothing in the 2018B Subordinate Indenture shall prevent the District from
increasing the amount of the Facility Fees.

Flow of Funds

The 2018B Subordinate Indenture provides that the District is to cause all
Subordinate Pledged Revenue to be deposited with the 2018B Trustee promptly upon receipt,
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subject to the last paragraph described in this section. The 2018B Trustee shall credit all
Subordinate Pledged Revenue as received in the following order of priority (excluding the
Subordinate Pledged Revenue described in clause (d) of the definition thereof, which is to be
deposited directly to the Subordinate Bond Fund). For purposes of the following, when credits
to more than one fund, account, or purpose are required at any single priority level, such credits
shall rank pari passu with each other.

FIRST: To the credit of the Subordinate Bond Fund and any other fund or
account created for the payment of the principal of, premium if any, and interest on
Subordinate Parity Bonds, including any sinking fund, reserve fund, surplus fund or
similar fund or account established therefor, pro rata in accordance with the then
outstanding principal amounts of the 2018B Subordinate Bonds and any Subordinate
Parity Bonds, all Subordinate Pledged Revenue received until the funding of all amounts
to become due and payable on the 2018B Subordinate Bonds and the Subordinate Parity
Bonds through maturity; and

SECOND: To the District, for credit to any other fund or account as may be
designated by the District in writing to the 2018B Trustee, to be used for any lawful
purpose, any Subordinate Pledged Revenue received for the remainder of the 2018B
Bond Y ear after the payments and accumulations described above.

In the event that any Subordinate Pledged Revenue is available to be disbursed as
described in clause SECOND above, the District will, in making its determination as to the
application of such amounts, take into account that State law places certain restrictions upon the
use of any moneys representing ad valorem property tax revenue from a debt service mill levy,
and any then-existing pledge or encumbrance on such revenues. For purposes of determining the
nature of the Subordinate Pledged Revenue available for disbursement pursuant to SECOND
above, the Subordinate Pledged Revenue applied as described in FIRST above shall be deemed
to be funded, first, from Subordinate Property Tax Revenues resulting from imposition of the
Subordinate Required Mill Levy, second, from Subordinate Capital Fee Revenue, and third, from
Subordinate Specific Ownership Tax Revenues resulting from imposition of the Subordinate
Required Mill Levy.

The District covenants in the 2018B Subordinate Indenture that all property tax
revenue collected by the District from a debt service mill levy, or so much thereof as is needed,
shall first, be designated as property taxes resulting from imposition of the Senior Obligation
Mill Levy inany 2018B Bond Y ear to pay annual debt service on Senior Obligations and to fund
such funds and accounts as are required in accordance with the terms of the 2018A Senior
Indenture and any other resolution, indenture or other enactment authorizing such Senior
Obligations, and after the funding of such payments and accumulations required in such 2018B
Bond Y ear, all property tax revenue collected by the District from a debt service mill levy for the
remainder of such 2018B Bond Year shall, second, be designated as property taxes resulting
from imposition of the Subordinate Required Mill Levy unless and until the District has funded
the full amount outstanding with respect to the 2018B Subordinate Bonds. The debt service
property tax levy imposed for the payment of any Junior Lien Obligations shall be deemed
reduced to the number of mills available for payment of such Junior Lien Obligations in any
2018B Bond Year after first providing for the funding of payments and accumulations required
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with respect to al Senior Obligations in such 2018B Bond Y ear (including the amounts required
to accomplish the full repayment or defeasance of any such Senior Obligations, to the extent
required by the applicable resolutions, indentures, or other enactments authorizing Senior
Obligations), and the full amount outstanding with respect to the 2018B Subordinate Bonds and
any Subordinate Parity Bonds (to the extent required by the applicable resolutions, indentures, or
other enactments authorizing such Subordinate Parity Bonds). Notwithstanding the foregoing, in
the event that the Fire IGA Mill Levy (as defined in Appendix F) is imposed as a debt service
mill levy, the portion of property tax revenues collected as a result thereof shall be determined as
property tax revenues are collected, based upon the ratio of the number of mills comprising the
Fire IGA Mill Levy to the number of mills comprising the remainder of the debt service mill
levy imposed by the District, such portion of property tax revenues shall not be deposited with
the 2018B Trustee and may be remitted by the District to the Town in accordance with the Fire
IGA (see “THE DISTRICT — District Agreements — Fire IGA”) and the Service Plan regardless
of whether amounts required with respect to the Senior Obligations, the 2018B Subordinate
Bonds or any Subordinate Parity Bonds have been fully funded, and in no event shall the number
of mills congtituting the Fire IGA Mill Levy be subject to reduction as a result of amounts
required to be funded with respect to the Senior Obligations, the 2018B Subordinate Bonds, or
any Subordinate Parity Bonds.

Additional Obligations under the 2018B Subordinate Indenture

General. Any Additional Obligations secured by a lien on ad valorem property
taxes of the District shall be issued as Parity Bonds, Senior Obligations or Junior Lien
Obligations; provided, however, that notwithstanding any provision of the 2018B Subordinate
Indenture, the Fire IGA is permitted, and the ad valorem property taxes required to be imposed
thereunder are permitted to be collected and applied in accordance with the provisions of the Fire
IGA and the Service Plan, shall not constitute Subordinate Pledged Revenue under the 2018B
Subordinate, and shall not be subject to any limitations or requirements thereof, except as
specifically stated therein. The issuance of the 2018A Senior Bonds in accordance with the
2018A Senior Indenture is permitted, notwithstanding any provision described in this section.
The 2018B Subordinate Indenture provides that the District shall not issue or incur any
Additional Obligations except as described below.

Additional Subordinate Parity Bonds. The District may issue Additional
Obligations congtituting Subordinate Parity Bonds, Senior Obligations or Junior Lien
Obligations if such issuance is consented to by the Consent Parties with respect to 100% in
aggregate principal amount of the 2018B Subordinate Bonds then Outstanding.

Senior Obligations. The District may issue Additional Obligations constituting
Senior Obligations without the consent of the Consent Parties provided that the conditions
described below are satisfied:

(@ the Senior Obligations are issued solely for the purpose of
refunding all or any portion of the 2018A Senior Bonds, any other Senior Obligations and/or the
2018B Subordinate Bonds, or any other Subordinate Parity Bonds, and such refunding Senior
Obligations do not increase the District’s scheduled debt service on Senior Obligations in any
year from that which appertained with respect to Senior Obligations prior to the issuance of such
refunding Senior Obligations (excluding from such calculation any amount on deposit in a
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reserve fund anticipated to be available for payment of debt service at fina maturity, as
reasonably determined by the Board in good faith, such determination to be binding and final).
For purposes of the foregoing, the following shall be deemed to increase the District’s Senior
Obligations debt service in any year and shall not be permitted by this clause: (A) the issuance of
refunding Senior Obligations that have any scheduled payment dates in any year that are after the
maturity of the Senior Obligations being refunded, and (B) the issuance of refunding Senior
Obligations that refund only 2018B Subordinate Bonds or Subordinate Parity Bonds;

(b)  the Senior Obligation Surplus Fund and Senior Obligation Reserve
Fund, if any, securing such Senior Obligations shall not together be required or permitted to be
funded in excess of an aggregate amount equal to 20% of the original par amount of such Senior
Obligations

(c) the ad valorem property tax levy pledged to the payment of the
Senior Obligations shall be not higher than, and subject to the same adjustments and deductions
as, the maximum ad valorem property tax levy set forth in the definition of Senior Required Mill
Levy in the 2018A Senior Indenture; and

(d) the remedies for defaults under such Senior Obligations are
substantially the same as the remedies applicable to the Senior Obligations being refunded.

Junior Lien Obligations. The District may issue Additiona Obligations
constituting Junior Lien Obligations without the consent of the Consent Parties and the terms of
such Junior Lien Obligations shall be as provided in the documents pursuant to which they are
issued, provided that each of the conditions described below shall apply to the Junior Lien
Obligations:

(@  the maximum mill levy which the District may promise to impose
for payment of the Junior Lien Obligations shall not exceed the Subordinate Required Mill Levy;

(b) the falure to make a payment when due on the Junior Lien
Obligations shall not constitute an event of default thereunder; and

(c)  theJunior Lien Obligations shall be payable as to both principal and
interest only on an annual basis, on or after December 15 of each calendar year, and only after
the payment or defeasance of the full amount of the 2018B Subordinate Bonds.

Certificate. A written certificate by the President or Treasurer of the District that
the conditions set forth in the 2018B Subordinate Indenture are met shall conclusively determine
the right of the District to authorize, issue, sell, and deliver Additional Obligations in accordance
with the 2018B Subordinate Indenture.

Nothing in the 2018B Subordinate Indenture shall affect or restrict the right of the
District to issue or incur obligations that are not Additional Obligations under the 2018B
Subordinate | ndenture.

Notwithstanding any other provision contained in the 2018B Subordinate
Indenture, under no circumstances shall the District issue Additional Obligations in excess of
that authorized by eligible electors of the District, if applicable, and the District’s Service Plan,
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as the same may be amended from time to time. In addition, excluding the 2018A Senior Bonds,
the Digtrict shall not issue any Additional Obligations requiring any electoral authorization for
indebtedness approved at the Elections until such time as the full amount of indebtedness
represented by the 2018B Subordinate Bonds has been allocated to such electoral authorization
for indebtedness approved at the Elections.

Events of Default and Remedies

Events of Default under the 2018B Subordinate Indenture. The occurrence of any
one or more of the following events or the existence of any one or more of the following
conditions shall constitute an Event of Default under the 2018B Subordinate Indenture (whatever
the reason for such event or condition and whether it shall be voluntary or involuntary or be
effected by operation of law or pursuant to any judgment, decree, rule, regulation, or order of any
court or any administrative or governmental body), and there shall be no default or Event of
Default thereunder except as described below:

@ The District fails or refuses to impose the Subordinate Required Mill Levy
or to apply the Subordinate Pledged Revenue as required by the 2018B Subordinate
Indenture;

(b) The District defaults in the performance or observance of any other of the
covenants, agreements, or conditions on the part of the District in the 2018B Subordinate
Indenture or the Bond Resolution, and fails to remedy the same after notice thereof
pursuant to the 2018B Subordinate Indenture; or

(c) The Digtrict files a petition under the federal bankruptcy laws or other
applicable bankruptcy laws seeking to adjust the obligation represented by the 2018B
Subordinate Bonds.

It is acknowledged in the 2018B Subordinate Indenture that due to the limited
nature of the Subordinate Pledged Revenue, the failure to pay the principal of or interest on the
2018B Subordinate Bonds when due shall not, of itself, constitute an Event of Default under the
2018B Subordinate Indenture.

IN ADDITION, IT IS ACKNOWLEDGED IN THE 20188 SUBORDINATE
INDENTURE THAT THE DISTRICT SHALL NOT BE REQUIRED TO IMPOSE THE
SUBORDINATE REQUIRED MILL LEVY FOR PAYMENT OF THE 2018B
SUBORDINATE BONDS AFTER DECEMBER 2057 (FOR COLLECTION IN CALENDAR
YEAR 2058).

Remedies upon Occurrence of Events of Default under the 2018B Subordinate
Indenture. Upon the occurrence and continuance of an Event of Default, the 2018B Trustee shall
have the following rights and remedies which may be pursued:

Receivership. Upon the filing of a bill in equity or other commencement
of judicial proceedings to enforce the rights of the 2018B Trustee and of the 2018B Owners, the
2018B Trustee shall be entitled as a matter of right to the appointment of a receiver or receivers
of the 2018B Trust Estate, and of the revenues, income, product, and profits thereof pending
such proceedings, subject however, to constitutional limitations inherent in the sovereignty of the
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District; but notwithstanding the appointment of any receiver or other custodian, the 2018B
Trustee shall be entitled to the possession and control of any cash, securities, or other
instruments at the time held by, or payable or deliverable under the provisions of the 2018B
Subordinate Indenture to, the 2018B Trustee.

it for Judgment. The 2018B Trustee may proceed to protect and enforce
its rights and the rights of the 2018B Owners under the Act, the 2018B Subordinate Bonds, the
Bond Resolution, the 2018B Subordinate Indenture, and any provision of law by such suit,
action, or special proceedings as the 2018B Trustee, being advised by Counsel, shall deem

appropriate.

Mandamus or Other Suit. The 2018B Trustee may proceed by mandamus
or any other suit, action, or proceeding at law or in equity, to enforce all rights of the 2018B
Owners.

No recovery of any judgment by the 2018B Trustee shall in any manner or to any
extent affect the lien of the 2018B Subordinate Indenture or any rights, powers, or remedies of
the 2018B Trustee thereunder, or any lien, rights, powers, and remedies of the 2018B Owners,
but such lien, rights, powers, and remedies of the 2018B Trustee and of the Owners shall
continue unimpaired as before.

If any Event of Default described under subsection (a) in “Events of Default
under the 2018B Subordinate Indenture” above shall have occurred and if requested by the
2018B Owners of 25% in aggregate principal amount of the 2018B Subordinate Bonds then
Outstanding, the 2018B Trustee shall be obligated to exercise such one or more of the rights and
powers conferred by the 2018B Subordinate Indenture as the 2018B Trustee, being advised by
Counsel, shall deem most expedient in the interests of the 2018B Owners, subject to the 2018B
Subordinate Indenture; provided that the 2018B Trustee at its option shall be indemnified as
provided in the 2018B Subordinate Indenture.

Notwithstanding anything in the 2018B Subordinate Indenture to the contrary,

acceleration of the 2018B Subordinate Bonds shall not be an available remedy for an Event of
Default.
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2018A SENIOR BONDSDEBT SERVICE REQUIREMENTSAND
2018B SUBORDINATE BONDSESTIMATED PAYMENTS

Set forth in the following table are the debt service requirements for the 2018A
Senior Bonds and the estimated payments of the 2018B Subordinate Bonds.

2018A Senior Bonds Debt Service Requirements and
2018B Subordinate Bonds Estimated Payments

2018A Senior Bonds? 2018B Subordinate Bonds®

Estimated Estimated  Estimated ESTIMATED
Year Principal Interest® Total Principal Interest Total TOTAL
2018 $ - $821,168 $821,168 $ - $ - 3 - $821,168
2019 - 1,824,819 1,824,819 - - - 1,824,819
2020 - 1,824,819 1,824,819 - - - 1,824,819
2021 - 1,824,819 1,824,819 - - - 1,824,819
2022 - 1,824,819 1,824,819 - - - 1,824,819
2023 - 1,824,819 1,824,819 - - - 1,824,819
2024 - 1,824,819 1,824,819 - - - 1,824,819
2025 - 1,824,819 1,824,819 - - - 1,824,819
2026 25,000 1,824,819 1,849,819 - - - 1,849,819
2027 190,000 1,823,412 2,013,412 - - - 2,013,412
2028 380,000 1,812,725 2,192,725 - - - 2,192,725
2029 515,000 1,791,350 2,306,350 - - - 2,306,350
2030 660,000 1,762,381 2,422,381 - 330,020 330,020 2,752,401
2031 710,000 1,725,256 2,435,256 - 736,029 736,029 3,171,285
2032 800,000 1,685,319 2,485,318 - 749,393 749,393 3,234,711
2033 845,000 1,640,319 2,485,318 - 749,393 749,393 3,234,711
2034 945,000 1,592,787 2,537,787 - 761,618 761,618 3,299,405
2035 995,000 1,539,631 2,534,631 - 764,774 764,774 3,299,405
2036 1,105,000 1,483,663 2,588,663 - 776,731 776,731 3,365,394
2037 1,165,000 1,421,506 2,586,506 - 778,887 778,887 3,365,393
2038 1,280,000 1,355,975 2,635,975 - 796,727 796,727 3,432,702
2039 1,355,000 1,283,975 2,638,975 - 793,727 793,727 3,432,702
2040 1,485,000 1,206,063 2,691,063 - 810,293 810,293 3,501,356
2041 1,570,000 1,120,675 2,690,675 - 810,681 810,681 3,501,356
2042 1,715,000 1,030,400 2,745,400 - 825,983 825,983 3,571,383
2043 1,815,000 931,787 2,746,787 - 824,595 824,595 3,571,382
2044 1,970,000 827,425 2,797,425 - 845,385 845,385 3,642,810
2045 2,085,000 714,150 2,799,150 - 843,660 843,660 3,642,810
2046 2,260,000 594,263 2,854,263 - 861,404 861,404 3,715,667
2047 2,390,000 464,313 2,854,313 - 861,354 861,354 3,715,667
2048 5,685,000 326,388 6,011,888 3,260,000 885526  4,145526 10,157,414

TOTAL®  $31,945,000 43,553,981 75,498,981 $3,260,000 $14,806,180 $18,066,180 $93,565,161

(Notes appear on the following page.)
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Due to rounding, amounts may not total.

Includes the payment of interest on December 1, 2018, and on June 1 and December 1 of each year thereafter and the
payment of principal on December 1 of each year indicated. Assumes that mandatory sinking fund redemption payments are
made but assumes no optional redemptions occur. See “THE 2018A SENIOR BONDS — Prior Redemption.”

Includes the forecasted payment of principal and interest on December 15 of each year indicated, but assumes that no
optional redemptions will be made prior to maturity. See “THE 2018B SUBORDINATE BONDS — Prior Redemption.” The
2018B Subordinate Bonds have no fixed principal or interest payment schedule. The payments with respect to the 2018B
Subordinate Bonds shown above reflect the forecasted principal and interest payments shown on page 12 of the
Financial Forecast attached as Appendix B. These payments, however, are only forecasted amounts and no assurance is
given that principal and interest on the 2018B Subordinate Bonds will be paid as set forth in this table. See “RISK
FACTORS — Risks Related to the Projections’, “THE 2018B SUBORDINATE BONDS — No Regularly Scheduled
Principal Payments on the 2018B Subordinate Bonds’, and Appendix B.

The interest payment due on December 1, 2018, June 1, 2019, December 1, 2019, June 1, 2020, December 1, 2020,
June 1, 2021 and a portion of the interest due on December 1, 2021 is expected to be paid with capitalized interest.
See “USES OF PROCEEDS.”

Source:  The Underwriter, except for the forecasted 2018B Subordinate Bonds principal and interest payments, which are

derived from the Financial Forecast attached as Appendix B.
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PROPERTY TAXATION, ASSESSED VALUATION AND OVERLAPPING DEBT
Ad Valorem Property Taxes

Property Subject to Taxation. Subject to the limitations imposed by Article X,
Section 20 of the State constitution (the Taxpayers Bill of Rights or “TABOR,” described in
“LEGAL MATTERS — Certain Constitutional Limitations’), the Board of Directors of the
District has the power to certify to the Douglas County Board of County Commissioners (the
“Commissioners’) a levy for collection of ad valorem taxes against all taxable property within
the District.

Property taxes are uniformly levied against the assessed valuation of all property
subject to taxation by the District. Both real and personal property are subject to taxation, but
there are certain classes of property which are exempt. Exempt property includes, but is not
limited to: property of the United States of America; property of the State and its political
subdivisions; public libraries; public school property; property used for charitable or religious
purposes; nonprofit cemeteries; irrigation ditches, canals, and flumes used exclusively to irrigate
the owner’s land; household furnishings and personal effects not used to produce income;
intangible persona property; inventories of merchandise and materials and supplies which are
held for consumption by a business or are held primarily for sale; livestock; agricultural and
livestock products; and works of art, literary materials and artifacts on loan to a political
subdivision, gallery or museum operated by a charitable organization. According to the State’s
Rules and Regulations for Exempt Properties, for properties that are claimed to be owned and
used for religious purposes, the State Property Tax Administrator will consider the property to be
sufficiently used for religious purposes when either: (a) the owner can demonstrate sufficient
actual, physical use of the subject property for religious purposes, or; (b) the owner can
demonstrate that the property has been physically used at least once during each twelve month
period, or any lesser time period if the applicant has not owned the property for the entire twelve
month period, and can document sufficient continuing indicators of intent for the remainder of
that year or portion thereof. The State Board of Equalization supervises the administration of all
laws concerning the valuation and assessment of taxable property and the levying of property
taxes.

Assessment of Property. Taxable property is first appraised by the County’s
assessor (the “County Assessor”) to determine its statutory “actual” value. This amount is then
multiplied by the appropriate assessment percentage to determine each property’ s assessed value.
The mill levy of each taxing entity is then multiplied by this assessed value to determine the
amount of property tax levied upon such property by such taxing entity. Each of these stepsin
the taxation processis explained in more detail below.

Determination of Statutory Actual Value. The County Assessor annually
conducts appraisals in order to determine, on the basis of statutorily specified approaches, the
statutory “actual” value of all taxable property within the County based upon its condition on
January 1. Most property is valued using a market approach, a cost approach or an income
approach. Residential property is valued using the market approach, and agricultural property,
exclusive of building improvements thereon, is valued by considering the earning or productive
capacity of such lands during a reasonable period of time, capitalized at a statutory rate.
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The statutory actual value of a property is not intended to represent its current
market value, but, with certain exceptions, is determined by the County Assessor utilizing a
“level of value’ ascertained for each two-year reassessment cycle from manuals and associated
data published by the State Property Tax Administrator for the statutorily-defined period
preceding the assessment date. Real property is reappraised by the County Assessor’s office
every odd numbered year. The statutory actual value is based on the “level of value” for the
period one and one-haf years immediately prior to the July 1 preceding the beginning of the
two-year reassessment cycle (adjusted to the final day of the data-gathering period). For
example, values for levy year 2017 / collection year 2018 are based on an analysis of sales and
other information for the period January 1, 2015 to June 30, 2016. The following table sets forth
the State Property Appraisal System for property tax levy years 2012 through 2017:

Collection Levy Value Based on the
Year Year Calculated As Of Market Period
2013 2012 July 1, 2010 Jan. 1, 2009 to June 30, 2010
2014 2013 July 1, 2012 Jan. 1, 2011 to June 30, 2012
2015 2014 July 1, 2012 Jan. 1, 2011 to June 30, 2012
2016 2015 July 1, 2014 Jan. 1, 2013 to June 30, 2014
2017 2016 July 1, 2014 Jan. 1, 2013 to June 30, 2014
2018 2017 July 1, 2016 Jan. 1, 2015 to June 30, 2016

The County Assessor may consider market sales from more than one and one-half
years immediately prior to July 1 if there were insufficient sales during the stated market period
to accurately determine the level of value.

Oil and gas leaseholds and lands, producing mines and other lands producing
nonmetallic minerals are valued based on production levels rather than by the base year method.
Public utilities are valued by the State Property Tax Administrator based upon the value of the
utility’ s tangible property and intangibles (subject to certain statutory adjustments), gross and net
operating revenues and the average market value of its outstanding securities during the prior
calendar year.

Determination of Assessed Value. Assessed valuation, which represents the value
upon which ad valorem property taxes are levied, is calculated by the County Assessor as a
percentage of statutory actual value. The percentage used to calculate assessed valuation differs
depending upon the classification of each property.

Residential Property. To avoid extraordinary increasesin residential real property
taxes when the base year level of value is changed, the State constitution (in a provision referred
to as the “Gallagher Amendment”) requires the Colorado General Assembly to adjust the
assessment rate of residential property for each year in which a change in the base year level of
value occurs. This adjustment (referred to as the “Gallagher Adjustment”) is constitutionally
mandated to maintain the same percentage of the aggregate statewide valuation for assessment
attributable to residential property which existed in the previous year (although, notwithstanding
the foregoing, TABOR prohibits any valuation for assessment ratio increase for a property class
without prior voter approval).

Pursuant to the Gallagher Adjustment process described above, the residential
assessment rate is subject to adjustment every two years, resulting in the following history of
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residential assessment rates since levy year 1989: 15.00% of statutory actual value (levy years
1989-90); 14.34% of statutory actual value (levy years 1991-92); 12.86% of statutory actual
value (levy years 1993-94); 10.36% of statutory actual value (levy years 1995-96); 9.74% of
statutory actual value (levy years 1997-98 and 1999-2000); 9.15% of statutory actual value (levy
years 2001-02); 7.96% of statutory actual value (levy years 2003-16); and 7.20% of statutory
actual value (levy years 2017-18). The residential assessment rate cannot increase without the
approval of Colorado voters. In December 2017, the Colorado Legislative Council projected that
the residential assessment rate will decrease to 6.11% for levy years 2019-20. Thisis only a
projection and is not guaranteed to occur. Additional information regarding the impact of
Gallagher Amendment upon the District’s mill levy is set forth in “DISTRICT FINANCIAL
INFORMATION — Sources of Revenues.”

Non-residential property. All non-residential taxable property, with certain
specified exceptions, is assessed at 29% of its statutory actual value. Producing oil and gas
property is generally assessed at 87.5% of the selling price of the oil and gas.

Protests, Appeals, Abatements and Refunds. Property owners are notified of the
valuation of their land or improvements, or taxable personal property and certain other
information related to the amount of property taxes levied, in accordance with statutory
deadlines. Property owners are given the opportunity to object to increases in the statutory actual
value of such property, and may petition for a hearing thereon before the County Board of
Equalization. Upon the conclusion of such hearings, the County Assessor is required to
complete the assessment roll of all taxable property and, no later than August 25th each year,
prepare an abstract of assessment therefrom. The abstract of assessment and certain other
required information is reviewed by the State Property Tax Administrator prior to October 15th
of each year and, if necessary, the State Board of Equalization orders the County Assessor to
correct assessments. The valuation of property is subject to further review during various stages
of the assessment process at the request of the property owner, by the State Board of Assessment
Appeals, the State courts or by arbitrators appointed by the Commissioners. On the report of an
erroneous assessment, an abatement or refund must be authorized by the Commissioners;
however, in no case will an abatement or refund of taxes be made unless a petition for abatement
or refund is filed within two years after January 1 of the year in which the taxes were levied.
Refunds or abatements of taxes are prorated among all taxing entities which levied a tax against
the property.

Statewide Review. The Colorado General Assembly is required to cause a
valuation for assessment study to be conducted each year in order to ascertain whether or not
county assessors statewide have complied with congtitutional and statutory provisions in
determining statutory actual values and assessed valuations for that year. The final study,
including findings and conclusions, must be submitted to the Colorado General Assembly and
the State Board of Equalization by September 15th of the year in which the study is conducted.
Subsequently, the Board of Equalization may order a county to conduct reappraisals and
revaluations during the following property tax levy year. Accordingly, the District’s assessed
valuation may be subject to modification following any such annual assessment study.

Homestead Property Tax Exemption. The Colorado Constitution provides
property tax exemptions for qualifying senior citizens (adopted in 2000) and for disabled
veterans (adopted in 2006). The senior citizen provision provides that for property tax collection
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years 2007 and later (except that the exemption was suspended for collection years 2009-12), the
exemption is equal to 50% of the first $200,000 of actual value of residential real property that is
owner-occupied if the owner or his or her spouse is 65 years of age or older and has occupied
such residence for at least 10 years. The disabled veterans provision provides that for property
tax collection years 2008 and later, the same exemption is available to homeowners who have
served on active duty in the U.S. Armed Forces and who are rated 100% permanently disabled
by the federal government due to a service-connected disability. The State is required to
reimburse all local governments for the reduction in property tax revenue resulting from these
exemptions; therefore, it is not expected that this exemption will result in the loss of any property
tax revenue to the District. There is no assurance, however, that the State reimbursement will be
received in atime period which is sufficient to replace the reduced property tax revenue.

Taxation Procedure. The County Assessor is required to certify to the District the
preliminary assessed valuation of property subject to the District’'s mill levy no later than
August 25 of each year. Preliminary assessed valuations are subject to change on or before
December 10 of each year. Subject to the limitations of TABOR, based upon the valuation
certified by the County Assessor, the Board computes a rate of levy which, when levied upon
every dollar of the valuation for assessment of property subject to the District’s property tax, and
together with other legally available District revenues, will raise the amount required by the
District in its upcoming fiscal year. The District subsequently certifies to the Commissioners the
rate of levy sufficient to produce the needed funds. Such certification must be made no later than
December 15th of the property tax levy year for collection of taxes in the ensuing year. The
property tax rate is expressed as a mill levy, which is the rate equivalent to the amount of tax per
one thousand dollars of assessed valuation. For example, a mill levy of 25 mills would impose a
$250 tax on aparcel of property with an assessed valuation of $10,000.

The Commissioners levy the tax on all property subject to taxation by the District.
By December 22nd of each year, the Commissioners must certify to the County Assessor the
levy for all taxing entities within the County. If the Commissioners fail to so certify, it is the
duty of the County Assessor to extend the levies of the previous year. Further revisions to the
assessed valuation of property may occur prior to the final step in the taxing procedure, which is
the delivery by the County Assessor of the tax list and warrant to the County’s treasurer (the
“County Treasurer”).

Adjustment of Taxes to Comply with Certain Limitations. Section 29-1-301,
C.R.S,, contains a statutory restriction limiting the property tax revenues which may be levied for
operational purposes to an amount not to exceed the amount of such revenue levied in the prior
year plus 5.5% (subject to certain statutorily authorized adjustments). At the Elections (defined
herein), however, the District’s electors approved a question which exempts the District from
this restriction.

Property Tax Coallections. Taxes levied in one year are collected in the
succeeding year. Thus, taxes certified in December 2017 are being collected in 2018. Taxes are
due on January 1st in the year of collection; however, they may be paid in either one installment
(not later than the last day of April) or in two equal installments (not later than the last day of
February and June 15th) without interest or penalty. Interest accrues on unpaid first installments
at the rate of 1% per month from March 1 until the date of payment unless the whole amount is
paid by April 30. If the second installment is not paid by June 15, the unpaid installment will
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bear interest at the rate of 1% per month from June 16 until the date of payment.
Notwithstanding the foregoing, if the full amount of taxes is to be paid in a single payment after
the last day of April and is not so paid, the unpaid taxes will bear penalty interest at the rate of
1% per month accruing from the first day of May until the date of payment. The County
Treasurer collects current and delinquent property taxes, as well as any interest or penalty, and
after deducting a statutory fee for such collection, remits the balance to the District on a monthly
basis. The payments to the District must be made by the tenth of each month, and shall include
all taxes collected through the end of the preceding month.

All taxes levied on property, together with interest thereon and penalties for
default, as well as al other costs of collection, constitute a perpetua lien on and against the
property taxed from January 1st of the property tax levy year until paid. Such lien is on a parity
with the tax liens of other general taxes. It is the County Treasurer's duty to enforce the
collection of delinquent real property taxes by tax sale of the tax lien on such realty. Delinquent
personal property taxes are enforceable by distraint, seizure, and sale of the taxpayer’s personal
property. Tax sales of tax liens on realty are held on or before the second Monday in December
of the collection year, preceded by a notice of delinquency to the taxpayer and a minimum of
four weeks of public notice of the impending public sale. Sales of personal property may be held
at any time after October 1st of the collection year following notice of delinquency and public
notice of sale. There can be no assurance that the proceeds of tax liens sold, in the event of
foreclosure and sale by the County Treasurer, would be sufficient to produce the amount
required with respect to property taxes levied by the District and property taxes levied by
overlapping taxing entities, as well as any interest or costs due thereon. Further, there can be no
assurance that the tax liens will be bid on and sold. If the tax liens are not sold, the County
Treasurer removes the property from the tax rolls and delinquent taxes are payable when the
property is sold or redeemed. When any real property has been stricken off to the County and
there has been no subsequent purchase, the taxes on such property may be determined to be
uncollectible after a period of six years from the date of becoming delinquent and they may be
canceled by the Commissioners after that time.

Potential for Creation of Tax Increment Entity. Various Colorado statutes allow
the formation of tax increment entities, such as urban renewal authorities, downtown
development authorities and transportation authorities. Upon the inclusion of the property in the
District within any such entity, the assessed valuation of the property in the District would not
increase beyond the amount existing at the time of such inclusion (other than by means of the
genera reassessment). Any increase above this amount would be paid to the tax increment
entity. The District is unaware of any plans to include the property within its boundaries in a tax
increment entity.
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Ad Valorem Property Tax Data

A five-year history of the District’s certified assessed valuations and mill leviesis
set forth in the following table.

History of Assessed Vauations and Mill Leviesfor the District

Assessed Valuation Mill Levies
Levy/ Percent Exempt General  Contractual
Collection Year Amount  Change Property Fund  Obligations® Total
2013/2014 $431,671 -- $3,313,420 70.000 6.750 76.750
2014/2015 613,200 42.1% 3,313,420 70.000 6.750 76.750
2015/2016 595,420 (2.9 3,100,010 70.000 6.750 76.750
2016/2017 590,920 (0.8) 3,100,010 70.000 6.750 76.750
2017/2018 618,910 4.7 3,070,750 77.388 7.462 84.850

(1) Reflects the certified assessed valuation as of December 2017. Approximately 392 acres owned by the Prior
Developer was excluded from the District on May 23, 2018, and an additional approximately 24 acres was
excluded from the District on June 13, 2018. See“THE DISTRICT — Inclusion, Exclusion, Consolidation and
Dissolution — Exclusion of Property.

(2) Thislevy isimposed pursuant to the Fire IGA. See“THE DISTRICT — District Agreements— Fire IGA.”
Source:  State of Colorado, Department of Local Affairs, Division of Property Taxation, Annual Reports, 2013-
2016, and Douglas County Assessor’s Office.

The following table sets forth the history of the District’s ad valorem property tax
collections for the time period indicated.

Property Tax Collectionsin the District

Levy/

Collection Taxes Current Tax Collection
Year Levied® Collections® Rate
2012/2013 $22,045 $22,045 100.00%
2013/2014 33,131 33,131 100.00
2014/2015 47,063 47,063 100.00
2015/2016 45,698 45,698 100.00
2016/2017 45,353 45,353 100.00

2017/2018® 52,515 7,256 --

(1) Levied amounts do not reflect abatements or other adjustments.

(2) The County Treasurer's collection fee has not been deducted from these amounts. Figures do not include
interest, fees and penalties.

(3) Caollections distributed through April 30, 2018.

Sources. State of Colorado, Department of Local Affairs, Division of Property Taxation, Annual Reports, 2012-
2016; and Douglas County Treasurer’s Office.

Based upon the most recent information available from the County Assessor’s
Office, the following table sets forth all the taxpayers within the District as measured by assessed
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value. No independent investigation has been made of and consequently there can be no
representation as to the financial conditions of the taxpayers listed below.

All Owners of Taxable Property within the District

2017 Percentage of
Assessed Total Assessed
Taxpayer Name Valuation® Valuation®
Public Service Co. of Colorado nka Xcel Energy $527,000 85.15%
Canyons South LLC® 79,110 12.78
Black Hills Colorado Gas Utility Company 12,800 2.07
TOTAL $618,910 100.00%

(1) Based on a2017 assessed valuation of $618,910.

(2) The Developer acquired approximately 1,131 acres of this property from Canyons South LLC (the “Prior
Developer”) on or about May 14, 2018. See “THE DEVELOPMENT -- Land Ownership and Sales Contract
Status - Land Acquisition and Ownership.” The remaining approximately 392 acres owned by the Prior
Developer was excluded from the District on May 23, 2018, and an additional approximately 24 acres was
excluded from the District on June 13, 2018. See “THE DISTRICT - Inclusion, Exclusion, Consolidation and
Dissolution — Exclusion of Property.

Source: Douglas County Assessor’s Office.

The following table sets forth the assessed valuation of specific classes of real and
personal property within the District based upon the District’s 2017 certified assessed valuation.
As shown below, state assessed accounts for the largest percentage of the District’s assessed
valuation, and therefore it is anticipated that owners of state assessed property will pay the
largest percentage of ad valorem property taxes levied by the District.

2017 Assessed Valuation of Classes of Property in the District

Percent of
Total Total Assessed
Class Assessed Valuation® Valuation
State A ssessed $539,800 87.22%
Residential 40,570 6.55
Agricultura 38,540 _6.23
TOTAL $618,910 100.00%

Source: Douglas County Assessor’s Office.
Mill Levies Affecting Property Owners Within the District

In addition to the District’s ad valorem property tax levy, owners of property
within the District are obligated to pay taxes to other taxing entities in which their property is
located. Asaresult, property owners within the District’s boundaries may be subject to different
mill levies depending upon the location of their property. The following table sets forth a sample
mill levy that may be imposed on certain properties within the District and is not intended to
portray the millslevied against al properties within the District.
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Sample Mill Levy Affecting Property Owners Within the District - 2017

Taxing Entity™® Mill Levy®
Douglas County School District Re-1 38.996
Douglas County 19.774
Castle Rock Fire Protection District 11.490
Douglas County Law Enforcement Authority 4.500
Douglas County Libraries 4.021
Cherry Creek Basin Water Quality Authority 0.453
Cedar Hill Cemetery Association 0.148
Total Overlapping Sample Mill Levy 79.382
The District 84.850
Total Sample Mill Levy 164.232

(1) Douglas County Soil Conservation District and Regiona Transportation District also overlap with the District,
but do not assess amill levy.

(2) One mill equals 1/10 of one percent. Mill levies certified in 2017 result in the collection of property taxesin
2018.

Source: Douglas County Assessor’s Office.

Estimated Overlapping General Obligation Debt

In addition to the genera obligation indebtedness of the District, other taxing
entities overlap or partially overlap the boundaries of the District. The following table sets forth
those taxing entities which currently pay their general obligation debt directly from a mill levy
assessed against property within the District boundaries. The table reflects the outstanding
general obligation debt of the other taxing entities as of the date of this Limited Offering
Memorandum.
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Estimated Overlapping General Obligation |ndebtedness

Outstanding General

Obligation Debt
2017 Outstanding Attributable to
Assessed General the District®
Entity™ Vauation®  Obligation Debt  Percent Debt
Douglas County School District Re-1 $6,380,009,972 $272,435,000 0.01% $27,243
TOTAL $27,243

(1) The following entities aso overlap with the District but they have no reported general obligation debt
outstanding: Castle Rock Fire Protection District, Cedar Hill Cemetery Association, Cherry Creek Basin Water
Quality Authority, Douglas County, Douglas County Law Enforcement Authority, Douglas County Libraries,
Douglas County Soil Conservation District, and Regional Transportation District.

(2) The 2017 assessed valuations certified by the County Assessor will be for collection of ad valorem property
taxesin 2018.

(3) The percentage of each entity’s outstanding debt chargeable to District property owners is calculated by
comparing the assessed valuation of the portion overlapping the District to the total assessed valuation of the
overlapping entity. To the extent the District’ s assessed valuation changes disproportionately with the assessed
valuation of the overlapping entities, the percentage of debt for which District property owners are responsible
will also change.

Sources. Douglas County Assessor’s Office; and individual taxing entities.
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DISTRICT DEBT STRUCTURE
Required Elections

Various State constitutional and statutory provisions require voter approval prior
to the incurrence of general obligation indebtedness by the District. Among such provisions,
Article X, Section 20 of the Colorado Constitution (the Taxpayers Bill of Rights, or “TABOR”)
requires that, except for refinancing bonded debt at a lower interest rate, the District must have
voter approval in advance for the creation of any multiple-fiscal year direct or indirect district
debt or other financial obligation whatsoever without adequate present cash reserves pledged
irrevocably and held for payments in all future fiscal years. For a discussion of TABOR, see
“LEGAL MATTERS — Certain Constitutional Limitations.” For a discussion of District debt
elections, see “Authorized but Unissued Debt” under this caption.

The issuance of the Bonds was approved by the electors of the District at elections
held on November 5, 2002 (the “2002 Election”), November 7, 2006 (the “2006 Election™) and
November 4, 2014 (the “2014 Election” and together with the 2002 Election and the 2006
Election, the “Elections”).

General Obligation Debt

Statutory Debt Limit. The District is subject to a statutory debt limitation
established pursuant to section 32-1-1101(6), C.R.S. This limitation provides that, with certain
exceptions listed below, the total principal amount of general obligation debt issued by a special
district after 1991 shall not at the time of issuance exceed the greater of $2 million or 50% of the
special district’s assessed valuation. Based upon the District’s 2017 certified assessed valuation
of $618,910, the District’s debt limitation is $309,455. The Bonds will exceed this amount, but
are permitted to be issued because they qualify for an exception from the debt limitation statute.
Exceptions from the debt limitation statute include obligations which are: rated in certain rating
categories, determined by the board of the special district to be necessary to construct
improvements ordered by afederal or state regulatory agency for public health or environmental
reasons; secured by a letter of credit, line of credit or other credit enhancement issued by certain
qualified financial ingtitutions; or issued to financia institutions or institutional investors (the
Bonds are within this exception). Specia districts are also permitted to issue general obligation
debt above the statutory debt limit if such debt is payable from a limited mill levy not exceeding
fifty mills.

Outstanding General Obligation Limited Tax Debt. Following the issuance of the
Bonds, the Bonds will constitute the only outstanding indebtedness of the District. The debt
service schedule for the 2018A Senior Bonds and the estimated debt service payments on the
2018B Subordinate Bonds is set forth in “2018A SENIOR BONDS DEBT SERVICE
REQUIREMENTS AND 2018B SUBORDINATE BONDS ESTIMATED PAYMENTS.”

Authorized but Unissued Debt

The District’'s ability to issue additional debt is limited by the electoral
authorization obtained from the District’ s electors, the Service Plan, the 2018A Senior Indenture
and the 2018B Subordinate Indenture. These limitations are described bel ow.
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Elections. At the Elections, the District’s eligible electors authorized the District
to issue up to $1,219,000,000 in general obligation debt for new money public infrastructure
purposes and an additional $212,000,000 for refunding purposes. After the issuance of the
Bonds in the amount of $35,205,000, $1,183,795,000 of the new money authorization and all of
the refunding authorization will remain unissued for the District. The Board of Directors of the
District currently has no plans to seek voter approval for general obligation indebtedness in
excess of this amount.

Service Plan. Notwithstanding the Elections, the Service Plan provides that the
Districts shall not issue Debt in excess of $70,000,000 without the consent of the County. After
the issuance of the Bonds, $34,795,000 of this authorization will remain unissued. In addition, if
the cost for improvements in the Districts, and thus the need to issue additional indebtedness,
exceeds the amount stated in the financial plan contained in the Service Plan by greater than
25%, this shall be considered a material modification under the Service Plan and shall be
submitted to the County for review and approval.

Limitations of the 2018A Senior Indenture. The 2018A Senior Indenture limits
the District’s ability to issue additional debt as described in “SECURITY FOR THE 2018A
SENIOR BONDS — Additional Obligations under the 2018A Senior Indenture.”

Limitations of the 2018B Subordinate Indenture. The 2018B Subordinate
Indenture limits the District’s ability to issue additional debt as described in “SECURITY FOR
THE 2018B SUBORDINATE BONDS — Additional Obligations under the 2018B Subordinate
Indenture.”

Revenue and Other Financial Obligations

The District also has the authority to issue revenue obligations payable from the
net revenue of District facilities, to enter into obligations which do not extend beyond the current
fiscal year, and to incur certain other obligations. Other than the obligations of the District
described in “THE DISTRICT — District Agreements,” the District presently has no such
obligations outstanding.

Selected Debt Ratios

The following table sets forth ratios of direct limited tax general obligation debt
of the District (after giving effect to the issuance of the Bonds) and overlapping debt within the
District (only for those entities which currently pay their general obligation debt through a mill
levy assessed against property within the District) to the 2017 certified assessed valuation and
statutory actual value of the District:
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Selected Debt Ratios of the District as of the Date of this
Limited Offering Memorandum (Unaudited)

Total Debt® Senior Debt?
Amount of Debt $35,205,000 $31,945,000
Overlapping Debt @ 27,243 27,243
Total Direct Debt and Overlapping Debt $35,232,243 $31,972,243
2017 Assessed Vauation $618,910 $618,910
Ratio of Direct Debt to 2017 District Certified Assessed Valuation 5,688.2% 5,161.5%
Ratio of Direct Debt Plus Overlapping Debt to 2017 District
Certified Assessed Valuation 5,692.6% 5,165.9%
2017 District Statutory “Actual” Vaue ® $2,557,695 $2,557,695
Ratio of Direct Debt to 2017 District Statutory “Actual” Value 1,367.4% 1,248.9%
Ratio of Direct Debt Plus Overlapping Debt to 2017 District
Statutory “Actual” Value 1,377.5% 1,250.0%

D

(2)
3

(4)

Theratios in this column pertaining to the District’ s debt are based upon the total outstanding amount of District
limited tax general obligation debt after the issuance of the Bonds. The figure of $35,205,000 is based upon:
(a) the outstanding principal amount of the 2018A Senior Bonds in the aggregate amount of $31,945,000 and
(b) the outstanding principal amount of the 2018B Subordinate Bonds in the aggregate amount of $3,260,000.
The figure consists of the outstanding principal amount of the 2018A Senior Bonds.

Figure is estimated based on information supplied by other taxing authorities and does not include self-
supporting general obligation debt. See “PROPERTY TAXATION, ASSESSED VALUATION AND
OVERLAPPING DEBT - Estimated Overlapping General Obligation Debt” and the footnote regarding the type
of overlapping debt which isincluded.

This figure has been calculated using a statutory formula under which assessed valuation is calculated at 7.20%
of the statutory “actual” value of residential property in the District, and 29% of the statutory “actual” value of
other property within the District (with certain specified exceptions). Statutory “actual” valueis not intended to
represent market value. See “PROPERTY TAXATION, ASSESSED VALUATION AND OVERLAPPING
DEBT — Ad Vaorem Property Taxes.”

Sources. County Assessor’s Office, the District, and information obtained from individual overlapping entities.
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THE DISTRICT
Organization and Description

The District is a special district formed pursuant to the Specia District Act”. The
District was formed simultaneously with the formation of Crowfoot Valley Ranch Metropolitan
District No. 1 (“District No. 1,” and together with the District, the “Districts’) to serve the needs
of a master-planned residential community, currently referred to as “Canyons South,” located
entirely in the County. District No. 1 was formed to construct, own and operate the majority of
the public services and facilities for the Development, and the District was formed to fund and
assist in the coordination of metropolitan district services and facilities. The District
encompasses the entirety of the Development, and District No. 1 contains approximately one
acre included within the boundaries of the District.

The District was formed on December 3, 2002, pursuant to an order and decree
entered by the District Court in and for Douglas County, and recorded in the rea property
records of the County on December 18, 2002. Organization of the District was preceded by the
approval by the County of a service plan consisting of a financial plan, including proposed
funding therefor, and a preliminary engineering survey detailing the proposed improvements
within the District; the adoption by the Board of County Commissioners of a resolution
approving the formation of the District; and approval of the District’s formation by the qualified
electors of the proposed District at an election held for that purpose. The original Consolidated
Service Plan for the Districts was approved on August 14, 2002 and the Amended and Restated
Service Plan was approved on December 16, 2008 (as so amended and restated, the “Service
Plan™).

The District currently contains approximately 1,627 acres in the County, located
to the southeast of the City of Castle Pines and to the northeast of and adjacent to the Town of
Castle Rock (the “Town”). The District is approximately 27 miles south of downtown Denver
and 18 miles south of the Denver Tech Center, and approximately 42 miles north of downtown
Colorado Springs. The District’s boundaries are generaly located east of the confluence of
Founder's Parkway and Crowfoot Valey Road. See AERIAL PHOTOGRAPH OF THE
DISTRICT on page vii.

Inclusion, Exclusion, Consolidation and Dissolution

Inclusion of Property. The Special District Act provides that the boundaries of a
specia district may be atered by the inclusion of additional real property under certain
circumstances. After itsinclusion, the included property is subject to al of the taxes and charges
imposed by the special district and shall be liable for its proportionate share of existing bonded
indebtedness of the specia district. Pursuant to the Service Plan, the Board has discretion to
permit inclusions and exclusions without amending the Service Plan; provided, however, that in
the event that the Districts changes their boundaries to include territory located in a county or
municipality with no other territory within the Districts, the Districts shall notify the Board of
Douglas County Commissioners of such incluson. The Board of Douglas County
Commissioners may review such inclusion and, if it determines that the inclusion constitutes a
material modification, may require the governing body of the Districts to file a modification of
the Service Plan. Additionally, the Service Plan provides that if additional property is included
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into the District or the subdistrict, the expected Board policy will be for growth to pay its own
way, either through fees, contributions, or taxes. Prior to inclusion, costs of service will be
determined from reliable information provided by the applicant and confirmed by the District
Engineer. Standards for facilities will be at least the applicable standards of the County. No
inclusions are currently pending or expected.

Exclusion of Property. The Special District Act provides that the boundaries of a
special district aso may be altered by the exclusion of real property from the District under
certain circumstances. After its exclusion, the excluded property is no longer subject to the
special district’s operating mill levy, and is not subject to any debt service mill levy for new debt
issued by the special district. The excluded property, however, remains subject to the special
district's debt service mill levy for that proportion of the special district’'s outstanding
indebtedness and the interest thereon existing immediately prior to the effective date of the
exclusion order. Pursuant to the Service Plan, the Board has discretion to permit inclusions and
exclusions without amending the Service Plan, but any exclusions proposed prior to the board of
directors of the Districts being controlled by the homeowners shall be subject to prior approval
by the County.

In connection with the Developer’ s purchase of the property, on May 16, 2018 the
District submitted to the District Court of Douglas County a petition for excluson of land
consisting of approximately 392 acres of property from the southern portion of the District that
will continue to be owned by the Prior Developer. This exclusion was approved by the Board on
April 13, 2018, and the Order for Motion for Order of Exclusion was granted by the District
Court of Douglas County and recorded in the records of the Douglas County clerk and recorder
on May 23, 2018, reducing the District’s boundaries to approximately 1,651 acres from the
approximately 2,043 acres originally in the District. Additionally, on May 31, 2018, the District
received a petition for exclusion of land consisting of an additional 23.910 acres of property from
the southern portion of the District that is anticipated to be platted or replatted and then
reconveyed from the Developer to the Prior Developer in accordance with that certain Purchase
and Sale and Joint Escrow Instructions effective as of October 18, 2017, as amended, between
the Developer and the Prior Developer. This exclusion was approved by the Board on
June 4, 2018, the District submitted to the District Court of Douglas County a Motion for
Exclusion on June 4, 2018 and the Order of Exclusion was granted by the District Court of
Douglas County and recorded in the records of the Douglas County clerk and recorder on June
13, 2018. After such exclusion the District’s boundaries consist of approximately 1,627 acres.
No additional exclusions are currently pending or expected.

Consolidation with Other Districts. Two or more specia districts may consolidate
into a single district upon the approval of the District Court and of the electors of each of the
consolidating special districts. The District Court order approving the consolidation can provide
that the consolidated district assumes the debt of the districts being consolidated. If so, separate
voter authorization of the debt assumption isrequired. If such authorization is not obtained, then
the territory of the prior district will continue to be solely obligated for the debt after the
consolidation. At the present time, no consolidations with other districts are pending or
expected. Pursuant to the Service Plan, after al bonds or other debt instruments have been
issued by the Districts and adequate provision has been made for payment of all debt of the
Didtricts, the electorate of the Districts will have the opportunity to consider either the
consolidation of each of the Districts into a single entity, or the dissolution of District No. 1
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and/or the District in accordance with State law. Furthermore, the Service Plan provides that in
order to foster efficiencies and reduce the number of special districts within the County, at such
time as all of the indebtedness proposed to be issued by the District has been issued, or on
December 31, 2025, whichever first occurs, the Districts shall begin discussions of the
consolidation of the Districts or the dissolution of District No. 1 and the subsequent inclusion of
the area within District No. 1 into the District for the purposes of reducing the proliferation of
districts and effecting other economies. The Districts shall have discretion, however, in light of
the circumstances existing at such time, not to complete either the consolidation or dissolution
and inclusion if such action is not in the best interests of the Districts.

Dissolution of the District. The Special District Act allows a specia district board
of directorsto file a dissolution petition with the District Court. The District Court must approve
the petition if the special district’s plan for dissolution meets certain requirements, generally
regarding the continued provision of services to residents and the payment of outstanding debt.
Dissolution must also be approved by the specia district’s voters. If the special district has debt
outstanding, the district may continue to exist for only the limited purpose of levying its debt
service mill levy and discharging the indebtedness. Pursuant to the Service Plan, after all bonds
or other debt instruments have been issued by the Districts and adequate provision has been
made for payment of all debt of the Districts, the electorate of the Districts will have the
opportunity to consider either the consolidation of each of the Districts into a single entity, or the
dissolution of District No. 1 and/or the District in accordance with State law. In the event of
dissolution, all operation and maintenance of District improvements shall be transferred to an
entity that has the capacity (managerial, technical, and financia) to continue such
responsibilities; and the County, prior to the transfer and dissolution of the Districts, shall
approve such entity.

District Powers

The rights, powers, privileges, authorities, functions and duties of the District are
established by the laws of the State, particularly the Specia District Act, which provides that the
Board has certain powers including, but not limited to, the power: to have perpetual existence; to
sue and be sued; to enter into contracts and agreements; to incur indebtedness and revenue
obligations; to acquire, dispose of, and encumber real and personal property; to have the
management, control, and supervision of all the business and affairs of the special district and all
construction, installation, operation, and maintenance of specia district improvements; to
appoint, hire, and retain agents, employees, engineers, and attorneys; to fix and from time to time
increase or decrease fees, rates, tolls, penalties or charges for services, programs or facilities
furnished by or available from the District, and to pledge such revenue for the payment of any
indebtedness of the District; to furnish services and facilities without the boundaries of the
specia district and to establish fees, rates, tolls, penalties, or charges for such services and
facilities; to have and exercise all rights and powers necessary or incidental to or implied from
the specific powers granted to special districts by statute; to enter into contracts with public
utilities, cooperative electric associations and municipalities for the purpose of providing street
lighting service; to erect and maintain, in providing safety protection services, traffic and safety
controls and devices; to finance line extension charges for new telephone construction in non-
residential specia districts; to establish, maintain, and operate a system to transport the public by
bus, rail, or any other means of conveyance; and to exercise the power of eminent domain for the
special district’s authorized purposes. In addition, the Board has the power to furnish security
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services for any area within the District and to furnish covenant enforcement and design review
services. The District may provide covenant enforcement and design review services. The
District’s powers under the Specia District Act may be affected by specific provisions in the
Service Plan.

Governing Board

The Disdtrict is governed by a board of directors (the “Board”) which, pursuant to
State law, may consist of up to five members. In order to be eligible for nomination to the
Board, prospective members must be eligible electors of the District, as defined by State law.
Directors are elected to staggered four year terms of office at successive biennia elections.
Vacancies on the Board are filled by appointment of the remaining directors, the appointee to
serve until the next regular election, at which time the vacancy is filled by election for any
remaining unexpired portion of the term. Chad Murphy was appointed to fill a vacancy on
April 13, 2018 and reappointed to the Board on May 9, 2018. Subsequently, in connection with
the Developer’s purchase of the property in the Development from the Prior Developer on or
about May 14, 2018, the remaining members of the Board, who were each affiliated with the
Prior Developer, resigned. On May 14, 2015, the District published notice of vacancies in the
Denver Post pursuant to statutory requirements. The District filled the remaining vacancies by
appointment on May 25, 2018.

The directors hold regular meetings and, as needed, special meetings. Each
director is entitled to one vote on all questions before the Board when a quorum is present.
Directors receive no compensation from the District for attending meetings. Directors may not
receive compensation from the District as employees of the District, except as authorized by
State law. Pursuant to the State constitution, directors are limited to two terms in office unless
the District’s voters have approved a waiver or modification of this limit. At the 2002 Election,
the District’s electors approved an election question which exempts the District from State
constitutional term limitations.

The present directors, their positions on the Board, occupations and terms of
office are asfollows:

Y ears of Current Term

Name and Office Occupation Service Expires (May)
Chad Murphy, President™® Director, Land Development® 0.2 2020
David L. Klebba, Treasurer® Vice President of Construction® 0@ 2020
John W. Despard, Assistant Secretary® Developer® o®@ 2020
Matthew B. Greenberg, Assistant Secretary®  Vice President of Construction® o®@ 2020

(1) Appointed to fill avacancy on April 13, 2018 and reappointed to the Board on May 9, 2018.

(2) Appointed to fill avacancy on May 25, 2018.

(3) These members of the Board serve as officers or employees of the Developer, have or have had other business
or professional relationships with the Developer, or serve as employees of the Developer’ s affiliates.
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Conflicts of Interest

The current members of the Board serve as employees or officers of the
Developer, or have had other business or professional relationships with the Developer, or serve
as employees of the Developer’s affiliates. State law requires directors to disqualify themselves
from voting on any issue in which they have a conflict of interest unless the applicable director
has disclosed the conflict in a certificate filed with the Secretary of State and with the Board at
least 72 hours in advance of any meeting of which the conflict may arise. Additionaly, no
contract for work or material, including a contract for services, regardless of the amount, may be
entered into between a special district and a board member, or between a specia district and the
owner of 25% or more of the territory within the special district, unless a notice is published for
bids and such board member or owner submits the lowest responsible and responsive bid. Board
members with a conflict of interest who will vote on the Bond Resolution are expected to file, or
have filed on their behalf, genera conflict disclosure statements with the Secretary of State and
the Board of Directors at least 72 hours prior to the adoption of the Bond Resolution.

Administration

The Board is responsible for the overall management and administration of the
affairs of the District. The District has no employees, and currently all administrative functions
are performed by District No. 1 pursuant to the Master IGA, and other third parties pursuant to
contracts with the District. The District also retains CliftonLarsonAllen LLP as its accountants,
and Collins Cockrel & Cole P.C., Denver, Colorado asits general counsel.

District Agreements

The Special District Act authorizes the Districts to enter into agreements and
contracts affecting the affairs of the Districts. According to the Districts general counsel, the
Didtricts are not a party to any agreements which materially affect their financial status or
operations, except for the following:

Master IGA. The Districts entered into a District Facilities Agreement on
February 9, 2003, as amended and restated on January 1, 2008, as further amended by a First
Amendment thereto dated as of May 29, 2018 (as amended, the “Master IGA™), for the purpose
of establishing their respective roles, responsibilities and obligations with respect to the
administrative services, provision, ownership, operation and maintenance of the facilities (to the
extent not dedicated to another governmental entity) and funding of the same. The Master IGA
acknowledges that the Districts were formed for the purpose of providing certain public
improvements and services for the benefit of the Districts, and that the Districts have agreed that
District No. 1 will own, operate, maintain, and construct all public improvements benefitting
both Districts, and that the District will pay the costs of construction, operation, and maintenance
of such public improvements (to the extent that it will benefit from the construction of public
improvements and is financially able).

Pursuant to the Master IGA, District No. 1 will, on behaf of itself and the
District, contract for and supervise the construction and acquisition of public improvements in
such manner as District No. 1 shall reasonably determine to be in the best interests of both
Didtricts. District No. 1 shall also schedule, phase, and configure the public improvements to
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accurately and adequately provide for the needs of the Districts residents and landowners.
District No. 1 must submit to the District all plans or specifications for the construction of public
improvements, and the District may object to such plans or specifications. The District may only
provide an objection on the basis of certain criteria set forth in the Master IGA, such as,
generadly, if the plans or specifications are not in compliance with generally accepted
architectural or engineering standards, the design standards of the County, or the plats on file
with the County. District No. 1 must also make all construction contracts available to the
Digtrict, and the District has the right to retain an engineer to conduct an on-site review of the
construction of any public improvements contemplated by the Master IGA.

The Master IGA provided at the time of its execution that the total capital costs
necessary for the construction of public improvements will be $52 million; however, according
to the Developer, the estimated cost of public improvements necessary to serve the entire
Development is currently approximately $74.8 million. Generally, the Master IGA provides that
all public improvements shall be dedicated to the Town.

At the time the Master IGA was executed, the District was obligated to make
payments to District No. 1 for the costs of public improvements. A Schedule itemizing each
required payment is attached as Exhibit A to the Master IGA. All such payments are to be held
in an escrow account, defined in the Master IGA as the “Capital Fund Account,” until the
balance in the Capital Fund Account is equal to the total costs of public improvements. District
No. 1 possesses the sole authority to withdraw monies from the Capital Fund Account and shall
disclose to the District an accounting of funds withdrawn and payments made. In any year in
which annual capital costs are incurred, the Districts agree that the payments required under the
Master IGA may be more or less than that required under the schedule set forth in Exhibit A. As
of May 15, 2018, the District has not made any payments to the Capital Fund Account.

Pursuant to the First Amendment to Amended and Restated District Facilities
Agreement, dated as of May 29, 2018, any financia obligation and pledge of security for
payment made by the District under the Master IGA is subordinate to any existing or future
indebtedness of the District, including the Bonds.

Water IGAs. The Town, District No. 1 and the District are parties to that certain
Castle Rock/Canyons South Water Service Intergovernmental Agreement dated June 14, 2005,
as amended (as amended, the “Water IGA™”). Pursuant to the Water IGA, the Town agrees to
provide potable water service to the Districts for the planned development of 968 residential
units, community, recreation building, golf courses (but excluding potable water for golf course
irrigation), parks, schools, landscape features and related uses, in the same manner and to a
similar service standard as properties within the municipal limits of the Town, subject to a ten
percent extraterritorial surcharge on all fees and charges. The Districts agree to construct certain
transmission and distribution mains, service lines, meters and associated appurtenances internal
to the property, and convey such facilities to the Town, and the Town agrees to construct certain
facilities, including a transmission main to the property (the “Town Facilities’) and to operate,
maintain and repair the water facilities. The Districts also agree to adopt and enforce the Town’s
comprehensive water service and management regulations, as revised from time to time.

Subsequently, the Town, District No. 1 and the District entered into that certain
Canyons South Water Main Extension Cost Reimbursement Intergovernmental Agreement dated
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May 16, 2006 (the “Water Main Extension IGA”). Pursuant to the Water Main Extension 1GA,
Districts and the Town determined that it isin their best interests for the Districts, rather than the
Town, to proceed with construction of certain Town Facilities, as described in the Water IGA
and the Water Main Extension IGA, to deliver potable water to the property within the Districts.
The Districts expect to incur costs not to exceed $110,000 for the Town Facilities, and the Town
will reimburse the District for such costsin an amount not to exceed $110,000.

According to the Developer, the water main has not yet been constructed to the
property. The Developer anticipates beginning the transmission line work once it has received
approval of the final Canyons South Replat and completing construction of the facilities prior to
Substantial Completion for the Homebuilders. See “THE DEVELOPMENT — Land Ownership
and Sales Contract Status.”

Fire IGA. The Town, District No. 1 and the District are parties to that certain
Intergovernmental Agreement dated February 2, 2007, as acknowledged by the Castle Rock Fire
Protection Disgtrict (the “Fire IGA”). Pursuant to the Fire IGA, the Town agrees to provide
certain fire protection and emergency response facilities and services to the Districts and their
residents to the same extent and degree as is provided to others similarly situated in the Town.
In order to finance such fire protection and emergency services, the Districts agree to levy,
certify and collect a fire protection mill levy of 6.75 mills on all taxable property of the Districts,
subject to adjustment for changes in assessed valuation (the “Fire IGA Mill Levy”), and to
pledge al tax revenues from the Fire IGA Mill Levy to the Town. See “PROPERTY
TAXATION, ASSESSED VALUATION AND OVERLAPPING DEBT — Ad Vaorem Property
Tax Data.” Additionally, the Districts agree to pay the Town $161,730 for the construction of a
fire station in the Development prior to the first recording of afinal plat on any of the land within
the Development. If at such time a final plat for the property within the Canyons North
development, adjacent to the Development, has not been recorded, the Districts also agree to
advance to the Town the amount of $108,270, which is to be repaid to the Districts upon
recordation of any land in Canyons North. The Fire IGA constitutes debt of the Districts as a
“multiple fiscal year financial obligations” within the meaning of Article X, Section 20, of the
Colorado Constitution, alocable to the 2006 Election.

Facility Fees Resolution. On May 29, 2018, the District adopted the Crowfoot
Valey Ranch Metropolitan District No.2 Facility Fees Resolution (the “Facility Fees
Resolution”). The Facility Fees Resolution will impose a one-time fee of $3,000 for each single-
family or multi-family dwelling unit located within the District (the “Facility Fees’). The
Facility Fees Resolution was recorded in the real property records of the County on May 30,
2018 at Reception No. 2018032258. The Facility Fees Resolution provides that the Facility Fees
are based upon projected budgetary requirements of the District using various assumptions
regarding the cost of the public improvements, bond issues and interest rates therefor, together
with operation and maintenance expenses, and that actual costs may differ from the projections
and the District may, in its sole discretion, determine to modify, increase or decrease the Facility
Fees imposed under the Facility Fees Resolution based upon actual circumstances. Pursuant to
the Facility Fees Resolution, the Facility Fees shall be due and payable upon the date of issuance
of a building permit by the County for any dwelling unit, unless otherwise previously paid to the
District and attributable to one or more dwelling unit, and shall be a perpetual lien against the
property so charged. Facility Fee are expected to be pledged as payment for the Bonds.
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See“SECURITY FOR THE 2018A SENIOR BONDS — Capital Fees’ and “SECURITY FOR
THE 2018B SUBORDINATE BONDS — Subordinate Capital Fee Revenues.”

Reimbursement Agreements. In addition to the agreements of the Districts
described above, District No. 1 has entered into two reimbursement agreements with the Prior
Developer, the rights under which have since been transferred to the Developer, which are
described below:

Facilities Funding Agreement. District No. 1 entered into a Facilities Funding
and Acquisition Agreement with the Prior Developer on February 2, 2007 (the “Facilities
Funding Agreement”). In the Facilities Funding Agreement, the Prior Developer and District
No.1 acknowledge that certain public infrastructure improvements to serve the development
must be acquired, and that it isin the best interest of District No. 1 to establish a means by which
the Prior Developer will construct the requisite public improvements or by which the Prior
Developer will initialy fund the construction and installation of the public improvements by
District No. 1.

Pursuant to the Facilities Funding Agreement, the Prior Developer agrees to
design, construct, and complete the public improvements in full conformance with all design
standards and specifications as established and in use by the County and other appropriate
jurisdictions. Public improvements constructed by the Developer shall be eligible for acquisition
by District No. 1 upon compliance with certain conditions, and District No. 1 has the right to
make reasonable efforts to verify the costs of any such improvements. Furthermore, District
No. 1 agrees to make payments to the Developer for all costs related to the public improvements,
including but not limited to, all costs of design, organization, testing, engineering, construction,
and related consultant fees, plus simple interest thereon to be accrued at the rate of 8% from the
date of the relevant expenditure through the date of repayment.

The Facilities Funding Agreement provides that, at the Developer’s election, and
upon advance written notification to District No. 1, District No. 1 may construct all or a portion
of the public improvements and acquire related real property interests. If the Developer requests
that District No. 1 construct the improvements, it shall do so subject to receipt of funding from
Developer and compliance with notice, budget and all requirements for bidding of public
improvements.

On May 11, 2018, the Prior Developer assigned its rights and obligation under the
Facilities Funding Agreement to HT Canyons South Development LP pursuant to that certain
Assignment and Assumption of Agreement (Facilities Funding Agreement).

According to the District’s accountants, as of April 30, 2018, District No. 1 owed
the Developer $608,153.22 (unaudited) under the Facilities Funding Agreement, including
$339,539.95 in outstanding principal and $268,613.27 in accrued interest at a rate of 8% per
annum. The District anticipates that such amounts may be paid with net proceeds of the Bonds
pursuant to the Facilities Funding Agreement. See “USES OF PROCEEDS.”

Operation Funding Agreement. District No. 1 entered into an Operation Funding
Agreement with the Prior Developer on February 2, 2007 (the * Operation Funding Agreement”).
The Operation Funding Agreement acknowledges that District No. 1 will not have sufficient
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revenues to pay its ongoing operations expenses pursuant to the terms of the Operation Funding
Agreement, and that District No. 1's anticipated shortfall will be $67,500. Pursuant to the
Operations Funding Agreement, the Developer agrees to provide funds up to the amount of the
anticipated shortfall.

District No. 1 in turn agrees to repay the amounts advanced by the Prior
Developer at an interest rate that will accrue at 8% per annum from the date of each advance
made. The Operations Funding Agreement stipulates that District No. 1 shall make payment to
the Prior Developer to the extent it has funds available after the payment of its annual debt
service obligations and annual operations and maintenance expenses. Furthermore, District
No. 1 commits to exercising reasonable efforts in imposing an operations mill levy as set forthin
the Service Plan.

On May 11, 2018, the Prior Developer assigned its rights and obligation under the
Operations Funding Agreement to HT Canyons South Development LP pursuant to that certain
Assignment and Assumption of Agreement (Operations Funding Agreement).

According to the District’s accountants, as of April 30, 2018, District No. 1 owed
the Developer $413,869.83 (unaudited) under the Operations Funding Agreement, including
$231,292.35 in outstanding principal and $182,177.48 in accrued interest at a rate of 8% per
annum.

I nsurance Cover age

The Board acts to protect the District against loss and liability by maintaining
certain insurance coverage. Currently, the District maintains insurance through the Colorado
Specia Districts Property and Liability Pool (“CSDPLP’). CSDPLP was established by the
Special District Association of Colorado in 1988 to provide specia districts with general
liability, auto/property liability, public officials liability and workers compensation insurance
coverage as an adternative to the traditiona insurance market. CSDPLP provides insurance
coverage to over one thousand specia districts and is governed by a nine-member board of
special district representatives. The District’s current policy expires on January 1, 2019, and
provides $2,000,000 of coverage (per occurrence, subject to certain limitations) for public entity
liability insurance, which includes general liability, public officias liability and employment
practices liability, among other coverage.
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THE DEVELOPMENT

The information contained in this section has been supplied by the Developer
(defined below), and contains important information concerning the Devel oper, the Devel opment
(defined below) and the Homebuilders (defined below). Investors are urged to review this
information carefully before making an investment in the Bonds. Neither the District nor the
Underwriter make any representation regarding the projected development plans, the financial
soundness of the Developer or the Homebuilders, or their ability to complete the Development as
planned. See “RISK FACTORS' for a discussion of some of the primary development risks
associated with the development of property in the District. All acreage figures herein are
believed by the Developer to be materially accurate, but actual acreage figures may vary from
the amounts provided herein.

General Description

The planned “ Canyons South” development is expected to contain approximately
1,627 acres (of which approximately 1,131 acres are currently owned by the Developer) and is a
master-planned community greenfield development in the County planned to consist entirely of
single family residential uses, as well as a recreational amenity center, two school sites, a 450-
acre regional park and open space (the “Development”). At full buildout, the Development is
expected to consist of approximately 968 single family detached homes. The following
description is intended to serve only as a broad summary of the Development. All site plans and
Development descriptions contained herein represent the current plans for the Development, but
are subject to change and do not represent the final depiction of the Development upon its
completion.

A portion of the Development was platted into single family lots, open space, and
other uses in 2008; however, since 2008, no construction has taken place. The Developer plans
to re-plat these 901 acres and to plat other property in the District with the goal of platting
approximately 968 single family lots, open space, parks, and other uses. See “Zoning, Platting
and Land Entitlements” below.

The Development is located in the County to the southeast of the City of Castle
Pines (the “City”) and to the northeast of and adjacent to the Town of Castle Rock (the “ Town”),
approximately 27 miles south of downtown Denver and 18 miles south of the Denver Tech
Center, and approximately 42 miles north of downtown Colorado Springs. The District’s
boundaries are generaly located east of the confluence of Founder's Parkway and Crowfoot
Valley Road. The Development is approximately 2.5 miles from the I-25 and Founders Parkway
intersection. The District encompasses the entirety of the Development, and District No. 1
contains approximately one acre included within the boundaries of the District. See AERIAL
PHOTOGRAPH OF THE DISTRICT on page vii.

Land Ownership and Sales Contract Status

Land Acquisition and Ownership. Historically, the property in the Development
has been primarily vacant natural land and agricultural. The Developer acquired approximately
1,131 acres of undeveloped property in the Development from Canyons South LLC (the “Prior
Developer”) on or about May 14, 2018 for the acquisition price of approximately $35,075,000
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with a $2,000/lot fee due to the seller at the time of each lot sale to a third-party homebuilder.
Specifically, HT Canyons South Development LP acquired approximately 297 acres of land to
be developed in the first phase of the Development, and HT Canyons South Land LP acquired
the remaining approximately 834 acres to be developed. HT Canyons South Land LP anticipates
platting or replatting and then reconveying 23.910 acres of property in the southern portion of the
Digtrict to the Prior Developer in accordance with that certain Purchase and Sale and Joint
Escrow Instructions effective as of October 18, 2017, as amended, between the Developer and
the Prior Developer, and as further described in that certain Joint Development Agreement dated
as of May 11, 2018 (the “JDA”) between HT Canyons South Development LP and the Prior
Developer, recorded in the real property records of the County on May 15, 2018 at Reception
No. 2018029167. According to the Developer, the approximately 24 acres of land expected to be
reconveyed to the Prior Developer consists of undevel opable open space and is immateria to the
Development. See also “THE DISTRICT — Inclusion, Exclusion, Consolidation and Dissolution
— Exclusion of Property.” The JDA generally outlines certain rights and obligations of the Prior
Developer and the Developer with respect to the entitlement work contemplated by both parties
and the future development of both the land purchased by the Developer in the Development and
the adjacent property owned or to be owned by the Prior Developer, including but not limited to
certain agreements related to potential Canyons South PD amendments and certain easements.
See “Zoning, Platting and Land Entitlements’ and “Water and Sanitary Sewer Easements’
below. The Developer currently owns al of the land to be developed for single family
residential usesin the Development.

Additionally, the County owns property in the District for an elementary school
site, a middle school site, a 450-acre regional park and certain public roads, and District No. 1
owns property in the District for certain streets, drainage and other rights of way, park and open
Space.

Lot Purchase and Sale Agreements. In general, the business plan of the
Developer is to execute homebuilder contracts for finished lots, and sell such lots on a “rolling
takedown” basis after land development has been completed. Of the 968 planned single family
residential units, the Developer is currently under contract to sell 641 lots, or 66% of the total
planned lots, on alot-by-lot basis on arolling takedown structure, as further described below.

William Lyon Homes PSA. On December 26, 2017, Hines Acquisitions, LLC, an
affiliate of the Developer, and William Lyon Homes, Inc. (as previously defined herein,
“William Lyon Homes”) entered into a Lot Purchase and Sale Agreement, as has been amended
from time to time (as amended, the “William Lyon Homes PSA”), pursuant to which the
Developer expects to sell to William Lyon 430 single family residential lots, consisting of 150
lots that are approximately 50° x 110" (the “50" Lots’), 180 lots that are approximately 60" x
115 (the “60" Lots’) and 100 lots that are approximately 70 x 125’ (the “70’ Lots’), for the
base purchase price of $114,500 per finished 50' Lot, $131,000 per finished 60' Lot and
$145,500 per finished 70" Lot, subject to certain adjustments set forth therein. William Lyon
shall purchase no less than 10 of the 50° Lots, 10 of the 60’ Lots and 8 of the 70' Lots at the
initial closing and no less than 10 of the 50’ Lots, 10 of the 60’ Lots and 8 of the 70’ Lots during
each 90-day period thereafter, al as further described in the William Lyon Homes PSA. William
Lyon Homes has made earnest money deposits of $8,295,750 (approximately 15% of the total
initial base price, as further described in the William Lyon Homes PSA). Due to the expiration
of the Inspection Period (as defined therein), such deposit is released to the Developer and
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generally non-refundable subject to the terms and conditions set forth in the William Lyon
Homes PSA, which generally are limited to Developer defaults and moratoria on devel opment.

William Lyon Homes has not yet closed on any homes. According to the
Developer, it is anticipated the Substantial Completion Conditions (as described below) for the
first delivery of lotsto William Lyon Homes will be completed on or before December 31, 2019,
and that the Substantial Completion Conditions for all lots to be conveyed to William Lyon
Homes shall occur on or before March 31, 2024.

Pursuant to the terms of the William Lyon Homes PSA, the completion of the
Substantial Completion Conditions will be guaranteed upon the release of William Lyon Homes
deposit by a Completion Guaranty from Hines Rea Estate Holdings Limited Partnership, an
affiliate of the Developer (the “Guarantor”). The Completion Guaranty generaly provides that
the Guarantor unconditionally and irrevocably guarantees to William Lyon Homes the
completion of the Substantial Completion Conditions by the Developer under the William Lyon
Homes PSA, subject to the terms and conditions set forth therein.

Pursuant to that certain Third Amendment to Lot Purchase and Sale Agreement
dated May 8, 2018, by and among Hines Acquisitions, LLC, as the origina seller, William Lyon
Homes, HT Canyons South Land LP, as sdler’'s affiliate, and HT Canyons South
Development LP, as seller, Hines Acquisitions, LLC will be deemed to have automatically
assigned al of itsright, title and interest in the William Lyon Homes PSA to HT Canyons South
Development LP, and HT Canyons South Development LP will be deemed to have assumed all
such obligations, effective automatically as of April 13, 2018, in accordance with that certain
Master PSA Assignment (as defined therein).

Lennar PSA. On January 26, 2018, Hines Acquisitions, LLC, an affiliate of the
Developer, and Lennar Colorado LLC (as previously defined herein, “Lennar”) entered into a
Lot Purchase and Sale Agreement, as has been amended from time to time (as amended, the
“Lennar PSA™), pursuant to which the Developer expects to sell to Lennar 103 single family
residential lots, with a minimum lot size of 60° x 120', for the base purchase price of $126,000
per finished lot, subject to certain adjustments set forth therein. Lennar shall purchase no less
than 9 lots at theinitial closing and no less than 9 lots during each 90-day period thereafter, all as
further described in the Lennar PSA. As of the date of this Limited Offering Memorandum,
Lennar has made earnest money deposits $2,096,700 (approximately 15% of the base price of al
lots plus the premium pool described in the Lennar PSA). Due to the expiration of the Inspection
Period (as defined therein), such deposit is released to the Developer and generally non-
refundable subject to the terms and conditions set forth in the Lennar PSA, which generally are
limited to Developer defaults and moratoria on devel opment.

Lennar has not yet closed on any homes. According to the Developer, it is
anticipated the Substantial Completion Conditions (as described below) for the first delivery of
lots to Lennar will be completed on or before December 31, 2019, and that the Substantial
Completion Conditions for all lots to be conveyed to Lennar shall occur on or before
May 31, 2021.

Pursuant to the terms of the Lennar PSA, the completion of the Substantial
Completion Conditions will be guaranteed upon the release of Lennar’s deposit by a Completion

84



Guaranty from Hines Investment Management Holdings Limited Partnership, an affiliate of the
Developer (the “Guarantor”). The Completion Guaranty generally provides that the Guarantor
unconditionally and irrevocably guarantees to Lennar the completion of the Substantial
Completion Conditions by the Developer under the Lennar PSA, subject to the terms and
conditions set forth therein.

Pursuant to that certain Assignment & Assumption of Lot Purchase and Sale
Agreement (Lennar) dated April 25, 2018, by and among Hines Acquisitions, LLC, as assignor,
HT Canyons South Development LLC, as prior assignee, HT Canyons South Land LLC, as prior
affiliate, HT Canyons South Development LP, as assignee, and HT Canyons South Land LP, as
affiliate, Hines Acquisitions, LLC assigned all of itsright, title and interest in the Lennar PSA to
HT Canyons South Development LP, and HT Canyons South Development LP assumed all such
obligations, as further described therein.

David Weekley Homes PSA. On February 2, 2018, Hines Acquisitions, LLC, an
affiliate of the Developer, and Weekley Homes LLC, an affiliate of David Weekley Homes (as
previously defined herein, “David Weekley Homes’) entered into a Lot Purchase and Sae
Agreement, as has been amended from time to time (as amended, the “David Weekley Homes
PSA™), pursuant to which the Developer expects to sell to David Weekley Homes 54 single
family residential lots approximately 70° x 125’, 30 of which will be in the first development
phase, for the base price of $119,000 per finished lot, subject to certain adjustments set forth
therein. David Weekley Homes shall purchase no less than 6 lots at the initial closing and no
less than 6 lots during each 90-day period thereafter, all as further described in the David
Weekley Homes PSA. As of the date of this Limited Offering Memorandum, David Weekley
Homes has made earnest money deposits of $1,005,750. Due to the expiration of the Inspection
Period (as defined therein), such deposit is released to the Developer and generally non-
refundable subject to the terms and conditions set forth in the David Weekley Homes PSA,
which generally are limited to Developer defaults and moratoria on devel opment.

David Weekley Homes has not yet closed on any homes. According to the
Developer, it is anticipated the Substantial Completion Conditions (as described below) for the
first delivery of lots to David Weekley Homes will be completed on or before
December 31, 2019, and that the Substantial Completion Conditions for all lots to be conveyed
to David Weekley Homes shall occur on or before May 31, 2021.

Pursuant to that certain Assignment & Assumption of Lot Purchase and Sale
Agreement (Weekley Homes) dated April 25, 2018, by and among Hines Acquisitions, LLC, as
assignor, HT Canyons South Development LLC, as prior assignee, HT Canyons South Land
LLC, asprior affiliate, HT Canyons South Development LP, as assignee, and HT Canyons South
Land LP, as affiliate, Hines Acquisitions, LLC assigned all of its right, title and interest in the
David Weekley Homes PSA to HT Canyons South Development LP, and HT Canyons South
Development LP assumed all such obligations, as further described therein.

Toll Brothers PSA. On May 7, 2018, HT Canyons South Development LP and
Toll Southwest LLC, an affiliate of Toll Brothers, Inc. (as previously defined herein, “Toll
Brothers”) entered into a Lot Purchase and Sale Agreement (the “Toll Brothers PSA™), pursuant
to which the Developer expects to sell to Toll Brothers 54 single family residential lots with a
minimum lot size of 80’ x 125’ in two phases of 27 lots for the base price of $100,000 subject to
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certain adjustments set forth therein, including an additional amount of Deferred Consideration
(as defined therein) to be paid by Toll Brothers to the Developer upon the conveyance by Toll
Brothers of each Lot improved with a single family home to a purchaser equal to the greater of
(i) $50,000 per Lot or (ii) (A) the product of 18.5% multiplied by the Retail Sales Price (as
defined therein) less (B) the Base Price (as defined therein). Toll Brothers shall purchase no less
than 5 lots at theinitial closing and no less than 4 or 5 lots (depending on the period) during each
90-day period thereafter, all as further described in the Toll Brothers PSA.

Pursuant to the terms of the Toll Brothers PSA, the Developer agrees that Toll
Brothers shall have until such date that is sixty (60) days after the Effective Date (5:00 p.m.
Mountain) (i.e., July 6, 2018) (the “Inspection Period”), to make all audits, inspections or tests
desired by Toll Brothers with respect to the Subdivision (as defined therein). Toll Brothers shall
have the right to enter upon, examine and inspect the Property (as defined therein) and conduct
those tests that it deems reasonably necessary to verify the soils conditions of such Property so
long as Toll Brothers and its agents do not interfere with the Developer’s due diligence or
completion of the development of the Subdivision or damage or disturb any work done by the
Developer. The Developer will also make available to Toll Brothers a copy of the Property
Reports (as defined therein) for Toll Brothers' review to evaluate the environmental risks
associated with the Property. If, within the Inspection Period, Toll Brothers determines for any
reason or no reason that it does not wish to purchase the Property, then Toll Brothers shall be
entitled to terminate the Toll Brothers PSA by giving written notice of termination to the
Developer on or before the expiration of the Inspection Period.

As of the date of this Limited Offering Memorandum, Toll Brothers has made an
initial earnest money deposit of $405,000. If the Toll Brothers PSA is terminated on or before
the expiration of the Inspection Period, the initial earnest money deposit shall be returned to Toll
Brothers. Subject to certain terms described in the Toll Brothers PSA, upon the expiration of the
Inspection Period without termination by Toll Brothers, and certain other requirements of the
Developer, the initial earnest money deposit shall be released to the Developer and is expected to
be generaly non-refundable subject to the terms and conditions set forth in the Toll Brothers
PSA, which generally are limited to Developer defaults and moratoria on development. Toll
Brothers is expected to make an additional deposit of $405,000 within two business days of Toll
Brothers having been provided a copy of the final plat, which is expected to occur in late 2018,
for an aggregate deposit of $810,000.

Toll Brothers has not yet closed on any homes. According to the Developer, it is
anticipated the Substantial Completion Conditions (as described below) for the delivery of the
first phase of lotsto Toll Brothers will be completed on or before the date that is 16 months after
the date of the fina Canyons South Replat approval, and that the Substantial Completion
Conditions for al lots to be conveyed to Toll Brothers shall occur on or before the date that is
three months from the originally scheduled final closing of the first phase of lots.

Pursuant to the terms of the Toll Brothers PSA, the completion of the Substantial
Completion Conditions will be guaranteed upon the release of Toll Brothers deposit by a
Completion Guaranty from Hines Investment Management Holdings Limited Partnership, an
affiliate of the Developer (the “Guarantor”). The Completion Guaranty generally provides that
the Guarantor unconditionally and irrevocably guarantees to Toll Brothers the completion of the
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Substantial Completion Conditions by the Developer under the Toll Brothers PSA, subject to the
terms and conditions set forth therein.

Each of the Lot Purchase and Sale Agreements described above (each a “ PSA”)
includes various conditions and contingencies, as generally described below, some of which
have not yet occurred, including receiving County plat approval, and there is no guarantee that
any of the Homebuilders will purchase any of the planned lots.

Substantial Completion Conditions. Each of the Homebuilders have agreed to
purchase the lots pursuant to the respective PSA upon satisfaction of certain “Substantial
Completion Conditions.” The Substantial Completion Conditions vary by PSA and generally
consist of obtaining all governmental approvals and platting amendments necessary to deliver all
lots, including approval and recording of the Canyons South Replat, as well as the completion of
certain street, curb, sidewalk, water, sanitary sewer and storm sewer lines, grading (excluding
over-excavation), compaction, fencing and landscaping, and other public improvements as well
as the completion of certain private improvements necessary for gas service, telephone service,
cable service and electrical service, and access to public rights of way. The Developer has
agreed to cause the Substantial Completion Conditions for the first delivery of lots to be
conveyed to occur on or before certain dates set forth in each PSA, subject to force majeure.
Each PSA also contains post-closing deadlines for the completion of dry utilities and
landscaping. Each PSA generally contemplates that the Developer will be responsible for the
costs of the Substantial Completion Conditions, except that each Homebuilder is to be
responsible for costs of over-excavation. Additional closing conditions, rights and obligations of
the parties are described in more detail in each PSA.

In the event that such conditions are not satisfied and cured by the Developer in
the timeframe set forth in each PSA, the respective Homebuilder has the right to terminate the
PSA with respect to the lots for which such conditions have not been satisfied or waive the
conditions and proceed to closing. No assurance is given that the conditions precedent to each
Homebuilder acquiring the lots will be satisfied to achieve the absorption schedule presently
anticipated, or at all.

Notwithstanding any of the foregoing, no assurance is given that the Developer
will satisfy the Substantial Completions Conditions for any of the planned lots or that lots under
contract for purchase by any of the Homebuilders will proceed to closing, and the Homebuilders
are not obligated to construct homes thereon in any particular timeframe, or at all.

Current Lot Status. The status of lot sales of residential development within the
District as of May 14, 2018, is asfollows:
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Lot Status?

Number of  Percentage of

Ownership Information Product Type Units Total

Under contract to William Lyon Homes Single Family Detached 430 44%
Under contract to Lennar Single Family Detached 103 11%
Under contract to David Weekley Homes  Single Family Detached 54 6%
Under contract to Toll Brothers Single Family Detached 54 5%
Total lots under contract 641 66%
Remaining lots owned by Developer,

expected to be contracted by homebuilders ~ Single Family Detached 327 34%
Total planned lots 968 100%

(1) Asof May 14, 2018.

Status of Development in the District

According to the Developer, land development and residential construction are
expected to occur between late 2018 and 2024, and home sales are expected to begin in 2020 and
continue through late 2027. At full buildout, the Development is expected to consist of 968
single-family homes.

The Homebuilders are expected to construct the single-family residences and
market the properties to potential homebuyers. According to the Market Study, all planned 968
lots are expected to consist of single-family detached lots. The home products anticipated to be
offered range from 50’ x 115 standard lots (5,750 square feet) with a forecasted sale price of
$552,500 to 100' x 115 luxury lots (15,000 square feet) with a forecasted sale price of
$1,500,000. According to the Developer, the current master plan includes lots that are single-
loaded and approximately 90% of the 968 lots are expected to border open space, including
many lots elevated with potential for regional views. Additional home product information is
provided in the Market Study attached as Appendix A.

There is no assurance, however, that these expectations will be realized. None of
the property in the District is currently developed, and significant governmental land
entitlements, land sales, private development financing and other actions must occur before any
development can commence. As discussed under “Zoning, Plaiting and Land Entitlements’
below, certain approvals and entitlements have yet to be obtained for the completion of the
Development as currently planned. There is no assurance that these approvals or entitlements
will be obtained.
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The actual rate and amount of development is subject to material change,
depending upon the zoning and platting of the property, needs and financial capabilities of the
Developer, the Homebuilders and other property owners, market conditions and other factors.
See “ RISK FACTORS-Development Not Assured.”

Zoning, Platting and L and Entitlements

Zoning. The property in the District is generally zoned pursuant to The Canyons
Master Planned Development recorded in the records of the Douglas County clerk and recorder
on September 1, 2000, as amended by The Canyons South Planned Development, First
Amendment recorded on October 17, 2006; The Canyons South Planned Development - Second
Amendment recorded on April 11, 2007; The Canyons South Planned Development - Third
Amendment recorded on August 2, 2007; The Canyons South Planned Development, Fourth
Amendment recorded on May 9, 2008; and Canyons South Planned Development (PD),
5th Amendment recorded on April 24, 2017 (collectively, the “Canyons South PD”), all
consistent with the County’s Master Plan. The Canyons South PD generally controls zoning,
planning area boundary locations, configuration and density for all 2,043 acres originally within
the District. The Canyons South PD allows for 691.6 acres for PD residential (consisting of 968
residential units in 16 Planning Areas), 526.4 acres for natural open space, 450 acres for the
regional park, 22.1 acres for local parks, 37.1 acres for schools, 276.2 acres for golf course use
and 39.6 acres for road right of way. The Developer does not currently anticipate developing a
golf course, and instead anticipates converting the acreage designated for golf course use in the
Canyons South PD into open space uses.

According to the Developer, the property in the District is entitled with zoning
sufficient for intended uses of the Homebuilders. However, a portion of the 968 residential units
permitted by the Canyons South PD is contained in the approximately 392 acres of property
excluded from the southern portion of the District on May 23, 2018 and the additional
approximately 24 acres of property excluded from the District on June 13, 2018 (see “THE
DISTRICT — Inclusion, Exclusion, Consolidation and Dissolution — Exclusion of Property”), and
such land is currently owned or will be owned by the Prior Developer (the “ Adjacent Property”).
Pursuant to the JDA (as defined in “Land Ownership and Sales Contract Status — Land
Acquisition and Ownership” above), both the Developer and the Prior Developer have the right
to seek amendments to the Canyons South PD, which could include an amendment to bifurcate
the Canyons South PD in order to create an independent planned development for the
Development consisting of 968 residential units and an independent planned development for the
Adjacent Property consisting of up to 450 residential units. The parties agree in the JDA, among
other things, to cooperate under certain circumstances in the event that amendments to the
Canyons South PD are initiated. The Board of County Commissioners will consider any
potential amendments at a public hearing, which is a political process. There is no guarantee
that the Board of County Commissioners will approve any amendments, or that the Prior
Developer will adhere to its contractual obligations or cooperate with any Canyons South PD
amendments that may be initiated by the Developer, if any.

Additionally, in connection with the Developer’s purchase of the land in the
Development from the Prior Developer, the Prior Developer agreed in that certain Purchase and
Sale and Joint Escrow Instructions effective as of October 18, 2017, as amended, and in the JDA
that if the Developer submits areplat or either party submitsa PD Amendment to the County, the
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Prior Developer, at no cost to the Prior Developer, will cooperate with the Developer to permit
the increase in density on the Development through the transfer of 80 dwelling units from the
remaining property owned by the Prior Developer to the property in the Development pursuant to
Section 8.3 of the PD and County Zoning Resolution 1509.01.1. Pursuant to Section 8.3 of the
Canyons South PD, so long as the maximum number of 968 dwelling units for the entire
Development Plan is not exceeded, the overall density and the total number of dwelling units
permitted within any individual residential Planning Area may be increased by the transfer of
dwelling units, up to a maximum of 1.2 times the total number of dwelling units specified on the
Development Plan for that Planning Area. There is no guarantee that the Prior Developer will
adhereto its contractual obligations or cooperate with any anticipated zoning amendments.

Subdivision and Platting. The property in the District has been initialy
subdivided and platted pursuant to the Canyons South Filing No. 1A, approved by the Board of
Commissioners of the County on May 28, 2007 and recorded in the records of the Douglas
County clerk and recorder on July 8, 2008 (the “ Canyons South Plat”). The Canyons South Plat
subdivides 901.381 acres into 87 tracts consisting of 425 residential lots, golf course and club
house uses, two school sites, and associated streets, parks and open space, detention pond and
other rights of way.

The size of the platted residential lots varies according to their intended use and
according to the geography of the site. Detailed information regarding lot sizes is provided in
the Market Study attached as Appendix A. See “Status of the Development in the District”
above for additional information.

The Developer is in the process of filing an amendment to the Canyons South
Plat, known as Canyon South Filing No. 1A, 1st Amendment (the “Canyons South Replat”).
The Canyons South Replat contains platting adjustments and lot reconfigurations to a portion of
the Canyons South Plat necessary to accommodate the planned residential development and
adhere to the Canyons South PD. The proposed Canyons South Replat pertainsto 391.263 acres,
299 residential lots and 16 tracts. |If approved and recorded, the Canyons South Replat will
change the plat to match the Developer’s intended development plan for the property for the
initial phase of 271 lots. Additional engineering and final platting of future phases will be
required prior to commencement of future phases of construction. According to the Developer,
the Canyons South Replat has been submitted to the County for review and is anticipated to be
completed and recorded by late 2018. Amendments to a final plat document like the Canyons
South Replat require County staff approval and Board of County Commissioner approval.

Although the Developer is unaware of any issues preventing the Canyons South
Replat or additional platting amendments from being recorded in its current form, there is no
guarantee that the Canyons South Replat or additional platting amendments will be approved,
recorded and become effective. The Board of County Commissioners will consider any
amendments at public hearings, which are a political process. There is no guarantee that the
Board of County Commissioners will approve the Canyons South Replat or any other
amendments. The Market Sudy attached hereto as Appendix A and the Financial Forecast
attached hereto as Appendix B assume that the Homebuilders will acquire the lots pursuant to
their respective lot purchase and sale agreements with the Developer, that the Canyons South
Replat will be approved and recorded and that single family residences will be constructed
thereon.
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Additional Public Approvals. In addition to zoning and platting, al construction
in the District requires the issuance of building permits by the County. Building permits are
issued only if certain conditions have been met by the party requesting the issuance of the
permit. The Homebuilders are responsible for the acquisition of all home building permits.

Planned Public Improvements

According to the Developer, the estimated cost of public improvements necessary
to serve the entire Development is approximately $74.8 million, a portion of which is anticipated
to be financed by the District with the proceeds of the Bonds. The construction of the public
improvement is currently planned to take place in three phases, al of which are anticipated to
include a portion of public improvement costs. The main collector roads in the Development,
currently referred to as Tannahill Drive and Macanta Drive, are planned to be completed within
the first two phases of construction, with approximately 75% of the Macanta Drive and 35% of
Tannahill Drive expected to be completed within the first phase of construction. Crowfoot
Parkway improvements are anticipated to start construction in the first phase, but will not
complete until the final phase of construction. Arterial sanitary sewer lines, drainage, and
parks/open space are planned to be constructed relatively evenly among the three phases, with
main trunk sanitary sewer construction occurring in the first phase. The District anticipates
financing a portion of the public improvements and District No. 1 anticipates constructing and
accepting public improvements in stages at the completion of each phase of construction.
District No. 1 will accept ownership and maintenance responsibility of any “district” related
items that are not conveyed and accepted by another governmental entity. Prior to the public
improvements being eligible for acquisition, District No.1's engineer must review the
improvements and recommend acceptance to the Board of District No. 1, and the Board of
District No. 1 must then accept the costs as appropriate for acquisition. The total net proceeds of
the Bonds available for acquisition of public infrastructure are expected to be $25,928,188.43 or
approximately 35% of the total costs. See “USES OF PROCEEDS.” According to the District,
additional costs for the acquisition of public improvements will be paid for with Developer
financing, subject to availability.

The Market Study and Financial Report assume that all public improvements
necessary for the Development to be completed within the District will be completed in order to
provide the necessary infrastructure to support the development projections contained therein. |If
the remaining Public Improvements are not constructed as anticipated, the completion of the
Development will likely be materially negatively impacted. In addition, there is no guarantee
that the total costs of the public improvements will be approximately $74.8 million.
Construction costs could increase due to inflation, future labor shortages, future increases in the
costs of materials, unforeseen construction, environmental or engineering issues or for other
reasons.

Planned Private | mprovements

The District is not responsible for financing the cost of any remaining private
improvements. Instead, the Developer is expected to finance these costs. According to the
Developer, it has acquired first lien debt for the purpose of land acquisition costs and has aso
acquired first lien debt for the purpose of financing development costs of the first phase of
construction (consisting of 271 lots). The Developer expects to acquire additional first lien debt
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for the purpose of financing development costs of future phases. There is no assurance the
Developer will have sufficient funds to do so or that such financing will materialize. No
investigation has been made of the Developer or any other property owners' financial condition
or resources. See “RISK FACTORS - Financial Condition of the Homebuilders and the
Developer.” Neither the District nor the Underwriter can make any representation regarding the
sufficiency of the Developer’ s financial resources to complete the improvements.

Restrictive Covenants; Potential Homeowner s Association

The Developer intends to record certain restrictive covenants (the “Covenants’)
on the property in the Development prior to lots being sold to Homebuilders. Such Covenants
may be in the form of new Covenants recorded by the Developer or an amendment and
restatement of the existing Covenants put in place by the Prior Developer. The Covenants are
expected to generally designate that the property will only be used for single family residential
purposes and generally obligate owners to maintain the property in accordance with the
requirements set forth therein. The Developer expects that the District will consent to the
Covenants and agree to provide certain services in connection therewith, which may include
covenant enforcement and design review services. See“THE DISTRICT — District Powers.”

According to the Developer, although a homeowner’ s association is contemplated
in the existing Covenants established by the Prior Developer, there are no immediate plans for
the establishment of a homeowner’s association in connection with the Development; however,
one may be formed in the future and could potentially take responsibility for covenant
enforcement and/or certain maintenance obligations.

Environmental M atters

Environmental Site Assessment. A Phase | Environmental Site Assessment (the
“Phase |1”) dated as of October 31, 2017, was prepared by CTL | Thompson, Inc. (“*CTL”) for
approximately 1,100 acres of property in the Development. In the Phase |, CTL identified no
recognized environmental conditions with respect to the property. CTL observed severa
features on the site, including the presence of high power transmission lines, a natural gas
pipeline, solid waste disposa areas, stockpiles of soil or debris, surface water and streams,
electrical transformers and water wells, however, it is CTL’s opinion that these features are not
recognized environmental conditions for the property. The Phase | did not include chemical
testing of soil, groundwater, air or building materials, or any subsurface investigation, which
could reveal additional potential areas of environmental concern. There can be no assurance that
during or subsequent to the continued development of the Development, hazardous materials,
other adverse environmental conditions, endangered species, threatened habitats or adverse soil
conditions will not be discovered on the property which could hinder or prohibit further
development. Should such a discovery occur, it is possible that the development and marketing
of the Development, and/or the market value of property in the Development could be materially
adversely affected.

Flood Plain. Additionally, a portion of land within the District boundaries has
been identified as being in a 100-year flood plain area. To the Developer’s knowledge, this area
does not materially affect any of the undeveloped property in the District.
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Soil Report.  Various geotechnical studies have been prepared by CTL
Thompson, Inc. (“CTL") over the years for all 2,043 acres of property originally in the District,
including the most recent Supplemental Preliminary Geotechnical Investigation dated
April 27,2018 prepared by CTL for Calibre Engineering, Inc., the Developer's engineer
(collectively, the “Soil Reports’). The Soil Reports examined the geological conditions of
various portions of the property in the District between 1985 and 2018. The Soil Reports state
that the site is judged suitable for residential development and also identify a series of geological
concerns and development risks in the District. These include difficult excavation conditions,
unstable and/or potentially unstable slopes, expansive soil and bedrock, groundwater, erosion
and old fill. CTL recommends a series of construction measures to mitigate the risk of adverse
geological conditions, including the use of permanent cut and fill slopes (designed with a
maximum grade of 3:1 (horizontal: vertical)), groundwater controls, the utilization of appropriate
bracing during the construction of utilities, and the use of proper pavement. The Developer has
stated that it intends to follow the recommendations of the Soil Reports during the construction
of public improvementsin the District.

Water and Sanitary Sewer Easements

Water Easement. Water services in the Development are expected to be provided
by the Town. According to the Developer, it will be necessary to construct a new water line to
connect to the Town's potable water system located along Founders Parkway, to the south and
west of the Development, which will require a water line easement to be granted across the
Adjacent Property owned by the Prior Developer. Pursuant to the JDA, upon the written request
of the Developer, the Prior Developer agrees to grant the Developer non-exclusive easements
necessary to construct, operate and maintain the new water line. See aso “THE DISTRICT —
District Agreements — Water IGAS.”

Sanitary Sewer Easement. Sanitary sewer services in the Development are
expected to be provided by Pinery Water and Wastewater District (“Pinery”). According to the
Developer, it will be necessary to construct certain infrastructure to connect to Pinery’s sanitary
sewer system located to the north of the Development, which will require a sanitary sewer
easement to be granted across property to the north owned by Celebrity Homes. The Developer
and Celebrity Homes are currently in the process of negotiating the non-exclusive easements
necessary to construct, operate and maintain the sanitary sewer infrastructure, and the Devel oper
expects such easements to be finalized and recorded by July 2018.

The Developer

The Developer. The Development is a project of HT Canyons South, LP, a
Delaware limited partnership, acting through its subsidiaries HT Canyons South
Development LP, a Delaware limited partnership, and HT Canyons South Land LP, a Delaware
limited partnership (collectively, the “Developer”). HT Canyons South Development LP will
develop the land in the Development and currently owns approximately 297 acres of land to be
developed in the first phase of the Development, and HT Canyons South Land LP currently owns
the remaining approximately 834 acres of land to be conveyed to HT Canyons South
Development LP prior to the commencement of physical construction of each phase.
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HT Canyons South, LP is ajoint venture of and is owned by an affiliate of Hines
Interests Limited Partnership (“Hines’), as general partner, and TREZ Capital (“TREZ"), as
limited partner. Hines is a privately owned global real estate investment, development and
management firm with a presence in 201 cities in 21 countries. TREZ is a rea estate investor
based in Canada. Hines and TREZ have jointly developed other residential land development
projects for homebuilders in Colorado and Texas, including Flatiron Meadows in Erie, Colorado;
Parkside West in Las Colinas within Irving, Texas, and Edgestone at Legacy in Frisco, Texas.
The Developer is member-managed by Hines pursuant to an operating agreement entered into
between Hines and TREZ. In addition, the Developer has engaged Hines as development
manager for the Development pursuant to a Development Management Agreement.

The Developer acquired the property in the Development on or about
May 14, 2018, from Canyons South LLC (the “Prior Developer”) for approximately
$35,075,000, plus a $2,000/lot fee due to the Prior Developer at the time each lot is sold to a
third-party homebuilder.

Hines. Founded in 1957, Hinesis a privately owned global real estate investment,
development and management firm with a presence in 201 citiesin 21 countries. Hines has $100
billion of assets under management—including $54.5 billion for which Hines provides fiduciary
investment management services and $45.5 billion for which Hines provides third-party
property-level services.

Hines has 113 developments currently underway around the world, and
historically, has developed, redeveloped or acquired 1,262 properties, totaling over 414 million
sguare feet. The firm’s current property and asset management portfolio includes 529 properties,
representing over 213 million square feet. Hines has extensive experience in investments across
the risk spectrum and all property types, and a commitment to sustainability.

Hines “Residential Land Platform” develops and sells finished residential lots to
public and private homebuilders. Hines and its development team have extensive experience in
residential development in Denver, Colorado and across the southwestern United States. More
information regarding Hines can be found at Hines' website (www.hines.com). However, none
of such material is deemed incorporated into, or otherwise a portion of, this Limited Offering
Memorandum.

Key Project Personnel. The following persons constitute the key members of the
development team involved with the Project:

Robert W. Witte, Senior Managing Director, Hines. Mr. Witte is a Senior
Managing Director with Hines and is responsible for land and residential development,
acquisitions and dispositions of projects within the southwest region. Mr. Witte joined Hines in
1993 and has been involved in the development of approximately four million sgquare feet of
commercial development and is overseeing approximately 2,300 acres of residential land
development. Prior to joining Hines, Mr. Witte worked in the real estate division of KPMG Peat
Marwick. Mr. Witte earned his Bachelor of Business Administration degree from the University
of Texasand isa Certified Public Accountant in Texas.

94



David Klebba, Vice President of Construction, Hines. Mr. Klebba is a Vice
President of Construction with Hines and is responsible for overseeing construction management
of projectsin the Denver market of the southwest region. He joined the Denver, Colorado office
in December 2006. Over the course of his career, he has been involved in a variety of projects
involving a diverse portfolio of building types totaling more than 1.5 million square feet. Prior
to joining Hines, Mr. Klebba had several years of commercial building experience as project
manager and construction manager for an international developer in Seattle, Washington and a
large genera contractor in Denver, Colorado. His current responsibilities include management
of the entitlement and due-diligence process, design consultants, general contractor, contract
negotiations, subcontractor buyout, schedule and budget management as well as overall quality
control of the projects. Mr. Klebba earned his Bachelor of Science in Business from the
University of Colorado.

Matt Greenberg, Vice President of Construction, Hines. Mr. Greenberg is a Vice
President of Construction with Hines and is responsible for construction management of projects
in Hines' Denver office. Prior to joining Hines in 2008, Mr. Greenberg spent several years as a
project manager and construction manager for a large commercial contractor in Denver,
Colorado and Southern California. Over his career, he has managed construction of more than
1.5 million square feet of new development, ranging from technical commercial office space,
stadiums, and religious facilities to luxury condominiums and townhomes, master planned
communities, and student housing. Mr. Greenberg received his Bachelor in Science in
Construction Management from the University of Nebraska.

Chad Murphy, Director, Land Development, Hines. Mr. Murphy is a Director of
Land Development for Hines. He joined Hines in 2012, and he is responsible for overseeing
Hines land and residentia development projects in the Denver, Colorado market, including
acquisition, execution, and disposition. Prior project responsibilities include land acquisition and
underwriting for master-planned residential developments in Texas and market, feasibility, and
cash-flow analyses of office buildings in Colorado. Mr. Murphy earned his Bachelor of Science
in Landscape Architecture from the University of Illinois and his Master of Business
Administration, Real Estate from the University of Colorado.

Neither the Developer nor any of the entities or individuals participating in the
Development has guaranteed the payment of debt service on the Bonds, or are otherwise
responsible for the payment of the Bonds. No financial information regarding the Devel oper
has been provided to the District for inclusion in this Limited Offering Memorandum.

The Homebuilders

The Developer is currently a party to four purchase and sale agreements with the
following homebuilders:

William Lyon Homes, Inc. (as previoudy defined herein, “William Lyon
Homes”) is under contract to purchase 430 lots from the Developer. William Lyon Homes is a
homebuilder based in Newport Beach, California. According to its website, William Lyon
Homes is active in seven states, and is currently offering homes for sale in approximately 21
neighborhoods in Colorado, excluding Canyons South.
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Lennar Colorado LLC (as previoudly defined herein, “Lennar”) is under contract
to purchase 103 lots from the Developer. According to its website, Lennar is a subsidiary of
Lennar Corporation, a nationa publicly-owned homebuilder founded in 1954 and headquartered
in Miami, Florida, currently building homes in approximately 21 states. Lennar is currently
offering homes for sale in approximately 64 communities in Colorado, excluding Canyons
South.

Weekley Homes, LLC, an affiliate of David Weekley Homes (as previously
defined herein, “David Weekley Homes’) is under contract to purchase 54 lots from the
Developer. According to its website, David Weekley Homes began in 1976 in Houston, Texas,
and has grown to become the largest privately-held home builder in America. David Weekley
Homes is currently building homes in approximately 14 states and is currently offering homes
for sale in approximately nine communities in Colorado, excluding Canyons South.

Toll Southwest LLC, an affiliate of Toll Brothers, Inc. (as previoudy defined
herein, “Toll Brothers’) is under contract (subject to the Inspection Period) to purchase 54 lots
from the Developer. According to its website, Toll Brothers is a national publicly-owned
homebuilder founded in 1967 and based in Horsham, Pennsylvania, currently building homesin
approximately 20 states and the District of Columbia. Toll Brothersis currently offering homes
for sale in approximately 16 communities in Colorado, excluding Canyons South.

As discussed under “ Zoning, Platting and Land Entitlements’ above, certain
approvals and entitlements have yet to be obtained for the completion of the Development as
currently planned. There is no assurance that these approvals or entitlements will be obtained.

Neither the Homebuilders nor any of the entities or individuals participating in
the Development has guaranteed the payment of debt service on the Bonds, or are otherwise
responsible for the payment of the Bonds. No financial information regarding the
Homebuilders has been provided to the District for inclusion in this Limited Offering
Memorandum.

Public Servicesfor the Development

The Development is located in the Douglas County School District. Local
schools serving the Development are Sage Canyon Elementary School (grades pre-K-6), Mesa
Middle School (grades 7-8) and Douglas County High School (grades 9-12). Additionally, the
master plan for the Development includes two school sites consisting of an elementary school
site and a middle school site located on the north and west side of the Development. Water and
sanitary sewer services are provided by the Town and Pinery Water and Wastewater District.
Police protection is provided by the Douglas County Sheriff’s Office. Fire protection is provided
by Castle Rock Fire and Rescue. See “THE DISTRICT — District Agreements — Fire IGA.”
Electricity service is provided by Intermountain Rural Electric Association, Inc. (IREA) and
natural gas serviceis provided by Black Hills Colorado Gas Utility Company.
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Competition

The Market Study contains a discussion of Denver Market and the South
Denver/Douglas County submarket (as defined therein). See Appendix A for additional
information regarding competition.

DISTRICT FINANCIAL INFORMATION
Sour ces of District Revenues

Ad valorem property taxes imposed by the District, described below and in
“PROPERTY TAXATION, ASSESSED VALUATION AND OVERLAPPING DEBT,” are
expected to congtitute the largest source of District revenue and are expected to be the primary
source of Senior Pledged Revenue pledged to the 2018A Senior Bonds and Subordinate Pledged
Revenue pledged to the 2018B Subordinate Bonds.

Additional sources of revenue of the District are expected to include Facility Fees,
investment income and specific ownership taxes (described in “SECURITY FOR THE 2018A
SENIOR BONDS — Senior Specific Ownership Taxes’), as well as revenue from the Fire IGA
Mill Levy (revenues from the Fire IGA Mill Levy are not pledged to the payment of the Bonds —
see” THE DISTRICT — District Agreements— Fire IGA”). Forecasted revenues and expenditures
of the District are set forth in the Financial Forecast attached hereto as Appendix B. See “RISK
FACTORS — Risks Related to the Projections.”

Adjustments of Mill Levies. The Service Plan limits the District’s total mill levy
to 80 mills (or, in certain circumstances, 90 mills), but permits this maximum amount to be
adjusted to account for certain changes in law which occur after December 16, 2008. The Senior
Required Mill Levy and the Subordinate Required Mill Levy are aso limited (to an aggregate of
50 mills), but the Indentures require this maximum amount to be adjusted in the event that the
method of calculating assessed valuation is or was changed after December 16,
2008. See“SECURITY FOR THE 2018A SENIOR BONDS’ and “SECURITY FOR THE
2018B SUBORDINATE BONDS.” The primary change in law which could require such an
adjustment is a change in the residential assessment rate by the Colorado Legisature as directed
by the Gallagher Amendment to the State Constitution. This change in the residentia
assessment rate is referred to as the Gallagher Adjustment. See “ASSESSED VALUATION,
PROPERTY TAXATION AND OVERLAPPING DEBT — Ad Vaorem Property Taxes —
Residential Property” for additional information regarding the residential assessment rate, the
Gallagher Amendment, and the Gallagher Adjustment.

On December 16, 2008, the residential assessment rate under the Gallagher
Amendment was 7.96%, and this rate remained unchanged until June 5, 2017, when the State
Legidature decreased the residential assessment rate under the Gallagher Amendment to 7.20%
for levy years commencing on and after January 1, 2017. Absent a corresponding increase in the
District’s mill levy, this decrease in the residential assessment rate would result in a decrease in
the District’s tax revenue. In levy year 2017 (collection year 2018), the District imposed a mill
levy of a total of 84.850 mills (including a General Fund mill levy of 77.388 mills and
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Contractual Obligations mill levy of 7.462 mills). In levy year 2018 (collection year 2019), the
District isforecasted to levy 55.277 mills, representing 50 mills (i.e., the aggregate amount of the
Senior Required Mill Levy and the Subordinate Required Mill Levy), as adjusted to account for
the effect of the Gallagher Adjustment. See the Financia Forecast attached hereto as
Appendix B. It is possible that the State Legislature could implement additional Gallagher
Adjustments in future years. In that event, the District will be obligated by the Indentures to
impose an additional increase to their debt service mill levies above 50 mills in whatever amount
is necessary to offset the impact of any future Gallagher Adjustment(s).

Budget Process

The District is required by law to adopt an annual budget setting forth: all
proposed expenditures for the administration, operations, maintenance, debt service, and capital
projects to be undertaken during the budget year of all offices, units, departments, boards,
commissions, and ingtitutions of the District; anticipated revenues; estimated beginning and
ending fund balances; actual figures for the prior fiscal year and estimated figures projected
through the end of the current fiscal year; a written budget message describing the important
features of the proposed budget; and explanatory schedules or statements classifying the
expenditures by object and the revenues by source. No budget shall provide for expenditures in
excess of revenues by source.

No later than October 15 of each year, the person appointed to prepare the budget
must submit a proposed budget to the Board for the ensuing year. The Board must cause to be
published a notice that such proposed budget is open for inspection by the public. Prior to
adoption, any elector of the District may register his or her objections to the proposed budget.
The District must adopt its budget by December 15. After adoption of the budget, the Board
must enact a corresponding appropriation resolution before the beginning of the fiscal year. If
the District fails to file a certified copy of its budget within thirty days following the beginning
of the fiscal year (i.e., by the following January 30) with the Colorado Division of Local
Government in the Department of Local Affairs, the divison may authorize the County
Treasurer to prohibit release of the District’s tax revenues and other moneys held by the County
Treasurer until the Digtrict filesits budget.

In general, the District cannot expend money for any of the purposes set out in the
appropriation resolution in excess of the amount appropriated. However, in the case of an
emergency or some contingency which could not have been reasonably foreseen, the Board may
authorize the expenditure of funds in excess of the budget by adopting a resolution. If the
District receives revenues which were unanticipated at the time of adoption of the budget (other
than property taxes), the Board may authorize the expenditure of such revenues by adopting a
supplemental budget after notice and hearing.

Financial Statements

Unless otherwise exempted pursuant to State law, the Board is required to have
the financial statements of the District audited annually. Draft audited financial statements must
be filed with the Board by June 30 of each year, and final audited financial statements must be
filed with the State Auditor 30 days later. If the District failsto file its audit report with the State
Auditor, the State Auditor may, after notice to the District, authorize the County Treasurer to
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prohibit release of the District’s tax revenues and other moneys held by the County Treasurer
until the Digtrict files the audit report.

The District was formed in December 2002. The District’s financial operationsin
2002-2017, however, were at a level low enough to qualify for an exemption to the State law
auditing requirement. Accordingly, no audited financial statements exist. The District expects
that itsfinancia statements for the year ended December 31, 2018, will be audited.

District Funds

The District currently uses one fund group to account for its activities. The
General Fund is the general operating fund of the District. It is used to account for al financial
resources except those required to be accounted for in another fund. After the issuance of the
Bonds, the District also anticipates using a Debt Service Fund to account for the accumulation of
resources for and the payment of long-term obligation principal, interest and related costs, and a
Capital Projects Fund to provide for the estimated infrastructure costs to be built for the benefit
of the District.

History of District Revenues and Expenditures

Set forth below are five-year comparative statements of revenues, expenditures
and changes in fund balance for the District's General Fund for years 2013-2017.
See “FORWARD-LOOKING STATEMENTS.” Preceding years unaudited financial
statements may be obtained from the sources noted in “INTRODUCTION - Additional
Information.”
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Statement of Revenue, Expenditures and Changes in Fund Balance — General Fund (Unaudited)

Y ears Ended December 31,

2013 2014 2015 2016 2017
Actual Actual Actual Actual Actual
REVENUE
Property taxes $ 22045 $ 33131 $ 47,063 $ 45699 $ 45,353
Specific ownership 1,849 2,972 4,524 4,204 4,967
Tota revenue 23,894 36,103 51,587 49,903 50,320
EXPENDITURES
Admin/County Treasurer’s fees 331 497 706 685 680
Payment to Town® 1,910 2,870 4,075 3,957 3,931
Transfer to District No. 1@ 21,653 32,736 46,806 45,261 45,709
Total expenditures 23,894 36,103 51,587 49,903 50,320

EXCESS OF REVENUES OVER (UNDER)
EXPENDITURES -- - -- - -

FUND BALANCE —-BEG. OF YEAR -- - -- - -

FUND BALANCE - END OF YEAR $ -~ $ - $ - $ - $ -

(1) Transfersto the Town for payment for fire protection and emergency response services. See “THE DISTRICT —
District Agreements—Fire IGA.”

(2) Transfersto District No. 1 for the payment of general operating expenditures. See“ THE DISTRICT — District
Agreements — Master IGA.”

Sources. The District’s unaudited financial statements for the years ended December 31, 2013-17.
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Budget Summary and Comparison

Set forth below are statements of the District’s 2017 budget and 2018 budget for
the General Fund as compared to District 2017 actual (unaudited) figures. The figures in the
chart have been derived from the District’s 2017 budget, 2018 budget, and unaudited financial
statements for the year ended December 31, 2017, and are set forth in accordance with generally

accepted accounting principles.

Budget Summary and Comparison — General Fund

2017 2018
Annual Unaudited Annual
Budget Actual Variance Budget
REVENUES
Property taxes $ 41364 $ 45353 $ 3,989 $ 47,896
Specific ownership taxes 3,723 4,967 1,244 4,790
Other income 2,000 -- (2,000) 1,696
Fire protection tax 3,989 - (3,989) 4,618
Total Revenues 51,076 50,320 (756) 59,000
EXPENDITURES
Accounting - - - 13,000
Contingency 2,000 - 2,000 1,766
County Treasurer’s fee 680 680 - 718
District management -- -- - 12,000
Dues and membership - - 650
Election -- -- 2,000
Insurance -- -- 7,000
Lega -- -- -- 10,000
Miscellaneous -- -- -- 500
Noxious weed control -- -- -- 5,000
Payment to Town® 3,929 3,931 @) 4,549
Transfer to District No. 1? 44,467 45,709 (1,242) -
Total Expenditures 51,076 50,320 756 57,183
EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES - - - 1,817
FUND BALANCE - BEGINNING -- -- -- --
FUND BALANCE - ENDING $ - $ - _$ - $ 1817

(1) Transfersto the Town for payment for fire protection and emergency response services. See “THE DISTRICT —

District Agreements—Fire IGA.”

(2) Transfersto District No. 1 for the payment of general operating expenditures. See “ THE DISTRICT — District

Agreements — Master IGA.”

Sources.  Digtrict’'s budgets for 2017 and 2018, and unaudited financial statements for the year ended

December 31, 2017.
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ECONOMIC AND DEMOGRAPHIC INFORMATION

This portion of the Limited Offering Memorandum contains general information
concerning historic economic and demographic conditions in the Town of Castle Rock and
Douglas County. It is intended only to provide prospective investors with general information
regarding the District’s community. The information was obtained from the sources indicated
and is limited to the time periods indicated. The District makes no representation as to the
accuracy or completeness of data obtained from parties other than the District. The information
is historic in nature; it is not possible to predict whether the trends shown will continue in the
future.

Population and Age Distribution

The following table sets forth population statistics for the Town of Castle Rock,
Douglas County, Denver-Aurora-Lakewood Metropolitan Based Statistical Area (“Denver-
AuroraMSA”) and the State. Denver-Aurora MSA is comprised of six metro counties and four
bordering counties. Douglas, Arapahoe, Broomfield, Clear Creek, Denver, Douglas, Elbert,
Gilpin, Jefferson and Park counties. Between 2010 and 2016, the population of the Town of
Castle Rock increased 18.8%, Douglas County increased 15.0%, Denver-Aurora MSA increased
12.1%, and the State increased 10.1%.

Population
Town of Denver-

Castle Percent Douglas  Percent Aurora Percent Percent
Y ear Rock Change County Change MSA Change Colorado Change
1970 1,531 -- 8,407 -- 1,118,563 -- 2,209,596 --
1980 3,921 156.1% 25,153 199.2% 1,450,768 29.7% 2,889,735  30.8%
1990 8,710 122.1 60,391 140.1 1,650,489 13.8 3,294,394 140
2000 20,224 132.2 175,766 1910 2179240 307 4,301,261 30.6
2010 48,231 138.4 285,462 62.4 2,543,482 16.7 5,029,196 16.9
2011 49,888 34 292,478 25 2,601,177 2.3 5,119,538 1.8
2012 50,955 2.1 298,638 21 2,647,527 1.8 5,191,086 1.4
2013 52,781 3.6 306,627 27 2,697,283 1.9 5,268,413 15
2014 54,425 31 314,804 2.7 2,750,964 2.0 5,350,118 1.6
2015 56,751 4.3 322,198 23 2,807,692 2.1 5,448,055 1.8
2016 57,289 0.9 328,330 19 2,852,335 1.6 5,538,180 1.7

(1) MSA population adjusted to reflect the 2001 consolidation of Broomfield County.

Sources. United States Department of Commerce, Bureau of the Census (1970-2010); and Colorado State
Demography Office (2011-2016 estimated subject to periodic revision and 2000 MSA estimate).

The following table sets forth a projected comparative age distribution profile for
the populations of the Town of Castle Rock, Douglas County, Denver-Aurora MSA, the State
and the United States as of January 1, 2018.
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Aqe Distribution

Town of Douglas Denver-Aurora
Age Castle Rock County MSA Colorado United States
0-17 28.8% 26.3% 23.2% 22.7% 22.6%
18-24 8.8 9.0 8.4 9.6 9.7
25-34 9.7 9.7 15.3 14.6 13.4
35-44 16.1 14.3 14.3 135 12.6
45-54 155 16.2 13.4 12.8 12.9
55-64 10.7 12.8 12.3 12.7 129
65-74 6.8 7.7 8.2 8.8 9.4
75 and Older 3.6 4.0 4.9 5.3 6.5

Source: Claritas, © 2018 Environics Anlaytics (EA).
Income

The following two tables reflect the Median Household Effective Buying Income
(“EBI”), and aso the percentage of households by EBI groups. EBI is defined as “money
income” (defined below) less personal tax and nontax payments. “Money income” is defined as
the aggregate of wages and salaries, net farm and nonfarm self-employment income, interest,
dividends, net rental and royalty income, Social Security and railroad retirement income, other
retirement and disability income, public assistance income, unemployment compensation,
Veteran Administration payments, alimony and child support, military family alotments, net
winnings from gambling, and other periodic income. Deductions are made for personal income
taxes (federal, state and local), persona contributions to social insurance (Social Security and
federal retirement payroll deductions), and taxes on owner-occupied nonbusiness real estate.
The resulting figure is known as “disposable” or “after-tax” income.

M edian Household Effective Buying Income®

Town of Douglas Denver- United
Y ear Castle Rock County AuroraMSA Colorado States
2014 $70,087 $79,604 $49,480 $47,469 $43,715
2015 72,935 82,167 53,691 49,949 45,448
2016 76,791 86,417 56,042 52,345 46,738
2017 77,639 85,782 59,102 54,718 48,043
2018 84,706 90,772 62,677 57,732 50,620

(1) The difference between consecutive yearsis not an estimate of change from one year to the next; combinations
of data are used each year to identify the estimated mean of income from which the median is computed.

Source: © The Nielsen Company, SteReports, 2014-2017; and Claritas © 2018 by Environics Analytics (EA).
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Percent of Households by Effective Buying Income Groups — 2018 Estimates

Effective Buying Town of Douglas Denver-Aurora United
Income Group Castle Rock County MSA Colorado States
Under $24,999 8.2% 6.3% 15.1% 17.4% 22.3%
$25,000-49,999 14.5 12.6 239 25.7 27.1
$50,000-74,999 191 17.9 204 20.3 19.6
$75,000-99,999 20.6 20.3 16.8 16.1 14.3
$100,000-124,999 134 14.0 8.6 7.6 6.0
$125,000-149,999 9.2 9.8 5.3 4.6 3.7
$150,000 or More 15.0 191 9.9 8.3 7.0

Source: Claritas, © 2018 Environics Anlaytics (EA).

The following table sets forth annual per capita personal income levels for
Douglas County, Denver-AuroraM SA, the State, and the nation.

Per Capita Personal Income

Douglas Denver-Aurora
Year® County MSA Colorado United States
2012 $60,251 $49,302 $45,120 $44,283
2013 61,354 51,596 46,869 44,489
2014 65,220 55,082 50,021 46,486
2015 67,314 57,081 51,956 48,429
2016 67,139 56,892 52,097 49,204
2017 n‘a n‘a 53,504 50,392

(1) County and MSA figures posted November 2017; state and national figures posted March 2018. All figuresare
subject to periodic revisions.

Source: United States Department of Commerce, Bureau of Economic Analysis.
Employment

The following table presents information on employment within Douglas County,
Denver-AuroraM SA, the State and the nation for the time period indicated.
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L abor Force and Employment®

Douglas Denver-Aurora United
County® MSA® Colorado® States
L abor Percent L abor Percent Labor Percent Percent
Y ear Force Unemployed _Force Unemployed _ Force  Unemployed Unemployed
2013 164,441 5.3% 1,463,915 6.6% 2,767,153 6.9 7.4%
2014 169,078 4.0 1,486,178 4.8 2,799,491 5.0 6.2
2015 172,093 31 1,505,317 3.7 2,824,759 39 53
2016 177,471 2.7 1,541,280 31 2,893,268 33 4.9
2017 183,263 24 1,590,441 2.7 2,992,307 2.8 4.4
Month of March
2017 180,326 2.3% 1,566,152 2.7% 2,948,935 2.8% 4.5%
2018@ 187,191 25 1,624,011 2.8 3,060,622 29 4.1
(1) Figuresfor Douglas County, Denver-AuroraMSA, and the State are not seasonally adjusted; and are subject to
revision.
(2) Preliminary.

Sources. State of Colorado, Department of Labor and Employment, Labor Market Information, Colorado Areas

Labor Force Data, and U.S. Bureau of Labor, Bureau of Labor Statistics.

The following two tables set forth the number of individuals employed within
selected industries in Douglas County which are covered by unemployment insurance. In 2016,
the largest employment sector in Douglas County was retail trade (comprising approximately
15.3% of the county’ s work force), followed, in order, by government, professional and technical
services, accommodation and food services, and health care and social assistance. For the
twelve-month period ended December 31, 2016, total average employment in the County
increased 3.5% as compared to the same period ending December 31, 2015, while total average
weekly wages decreased by (1.0)% during the same time period.
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Average Number of Employees Within Selected | ndustries — Douglas County

Industry Title 2012 2013 2014 2015 2016 2017%
Agriculture, Forestry, Fishing, Hunting 155 166 180 188 193 213
Mining 425 456 583 567 478 320
Utilities n/d? n/a? n/a? n/a? n/a? n/a?
Construction 6,118 6,370 7,092 7,786 8340 8,324
Manufacturing 2,298 2,305 2,380 2,481 2,378 2,290
Wholesale Trade 3,345 3,654 3554 3,698 3,800 4,010
Retail Trade 15,808 16,612 16,981 17,486 17,924 17,759
Transportation and Warehousing 722 787 855 995 977 1,381
Information 3,714 5026 4,606 5,450 5584 5334
Finance and Insurance 6,009 6,632 6,846 7,052 8,231 8,998
Real Estate, Rental and Leasing 1,196 1,315 1,415 1,568 1694 1,828
Professional and Technical Services 9,775 11,376 11,746 12,044 12,028 13,112
Management of Companies/Enterprises 2,232 2,608 2,849 2,852 3,010 3,161
Administrative and Waste Services 5,545 5740 5,958 6,225 6,070 5,937
Educational Services 1,662 1,751 1,931 1,899 2,079 2,006
Health Care and Social Assistance 8,554 9,549 10,633 11,117 11,825 12,381
Arts, Entertainment and Recreation 3,240 3,057 3,107 3,135 3,220 3,740
Accommodation and Food Services 10,092 10,735 11,179 11,735 11,962 12,115
Other Services 3,019 3,202 3,436 3,657 3,952 4,239
Non-classifiable 24 28 30 8 9 7
Government 11,111 11,454 11,976 12,750 12,845 13,336
Tota® 95,223 103,012 107,528 112,883 116,808 120,714

(1) Averaged figures through 3 quarter 2017.

(2) Dueto confidentiality, figures were not rel eased.
(3) Figures may not equal totals when added, due to the rounding of averages or the inclusion in the total figure of
employees that were not disclosed in individual classifications.

Source: State of Colorado, Department of Labor and Employment, Labor Market Information, Quarterly Census of

Employment and Wages (QCEW).

In 2016, the largest employment sector in the Denver-Aurora MSA was
government (comprising approximately 13.7% of the metro area’s work force), followed in order
by health care and socia assistance; retail trade; accommodations and food services; and
professional and technical services. For the twelve month period ending December 31, 2016,
total average employment in the Denver-Aurora MSA increased by approximately 2.7% as
compared to the same twelve month period ending December 31, 2015, and total average weekly
wages increased by 1.0% during the same time period.
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Average Number of Employees Within Selected Industries — Denver-Aurora M SA

Industry 2012 2013 2014 2015 2016 2017
Agriculture, Forestry, Fishing, Hunting 1,979 2,051 2,452 2,551 2,847 3,474
Mining 11,088 11,295 12,452 11,907 9,505 9,473
Utilities 3,571 3,512 3,689 3,697 3,653 3,609
Condtruction 62,113 69,234 77,834 82,575 87,752 91,261
Manufacturing 63,182 63,790 65,329 68,051 69,012 68,955
Wholesde Trade 63,631 65,231 67,695 69,961 71,162 72,134
Retal Trade 125240 128551 131,937 135857 137,944 137,051
Trangportation & Warehousing 41,208 43,510 45,010 46,339 47,875 50,376
Information 42,892 44,089 44,636 45,620 46,671 46,783
Finance & Insurance 66,499 69,191 69,635 72,729 75,009 76,669
Red Edate, Rentd & Lessing 23,372 23,913 24,912 26,334 27,460 28,138
Professond & Technicd Sarvices 107,999 114,997 119,678 125078 129546 132,577
Management of CompaniesEnterprises 25,857 28,351 29,173 30,058 30,123 31,804
Adminigrative & Waster Sarvices 89,309 89,621 93,353 96,173 97,341 97,839
Educationd Services 20,721 20,810 21,551 22,192 22,817 22,760
Hedth Care& Socid Asigance 130,238 136,530 143,722 151,849 158,017 156,215
Arts Entertainment & Recregtion 21,530 21,527 22,263 23,121 23,901 26,067
Accommodation & Food Services 114391 120,085 125,841 131,824 137,006 139,855
Other Sarvices 37,929 38,829 40,781 42,057 43,724 45,821
Non-Classfidble 132 173 194 148 144 49
Government 178,686 _ 181,722 _ 184,615 189,753 194,000 _196,752

Total All Industries? 1,231,565 1,277,012 1,326,750 1,377,873 14415507 1,437,662

(1) Averaged figures through 3 quarter 2017.
(2) Figures may not equal totals when added, due to the rounding of averages or the inclusion in the total figure of
employees that were not disclosed in individual classifications.

Source:  State of Colorado, Department of Labor and Employment, Labor Market Information, Quarterly Census of
Employment and Wages (QCEW).

The following table sets forth magor employers in Douglas County. No
independent investigation of the stability or financial condition of the employers listed hereafter
has been conducted; therefore, no representation can be made that these employers will continue
to maintain their status as major employersin Douglas County.
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Major Private Non-Retail Employersin Douglas County

Estimated

Number of
Name of Employer Product or Service Employees®
Charles Schwab Financial services 3,700
DISH Network Satellite TV and equipment 2,620
Centura: Parker Adventist Hospital &

Castle Rock Adventist Hospital Healthcare 1,560
CH2M Engineering/architectural services 1,400
Western Union Financia services 1,300
HealthOne: Sky Ridge Medical Center Healthcare 1,290
Specialized Loan Servicing LLC Debt collection services 950
VISA Dehit Processing Services Transaction processing 930
Cognizant (formerly TriZetto Corp.) Healthcare software solutions 830
IHS Market Indexed technical data 790

(1) Revised May 2017.
Source: Development Research Partners as posted by Metro Denver Economic Development Corp.

Retail Sales

Annual retail salesfiguresfor the Town of Castle Rock, Douglas County, Denver-
AuroraMSA and the State are set forth below.

Retail Sales®
(in thousands)
Town of Denver-
Castle  Percent Douglas Percent  Aurora  Percent Percent
Y ear Rock Change County Change MSA Change Colorado Change
2011 $1,024,402 -- $7,694,322 -- $ 83,602,218 -- $154,697,943 --

2012 1,133,125 10.6% 8,291,006 7.8%  91,013565 89% 164,387,648 6.3%
2013 1,204,517 6.3 8,326,440 0.4 95,950,941 54 172,784,033 5.1
2014 1,315800 9.2 8,409,964 1.0 100,015,388 4.2 182,709,978 5.7
2015 1,369,100 4.1 9,824,997 16.8 101,283,636 1.3 182,845695 0.1

(1) The Department of Revenue has not released numbers for 2016 and 2017 due to system problems.

Source: State of Colorado, Department of Revenue, “ Sales Tax Statistics’, 2011-2015.
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Building Permit Activity

The following tables set forth a history of building permits issued for new
structures in the Town of Castle Rock and in unincorporated Douglas County.

Building Permit |ssuance for New Structures within Town of Castle Rock

Single Family® Multi-Family Commercial

Yea Permits Vaue Permits Value Permits Vaue

2013 825  $205,176,742 3 $7,507,781 19 $12,637,596
2014 808 192,749,533 0 0 20 6,436,059
2015 794 182,149,931 83 9,565,533 51 25,430,159
2016 753 169,668,570 43 38,810,205 79 59,440,534
2017 644 188,237,052 29 21,735,136 102 46,650,365
2018@ 368 110,788,484 168 7,847,238 18 31,431,974

(1) Includessingle family attached permits.
(2) Asof April 30, 2018.

Source: Town of Castle Rock, Building Inspection Division.

Building Permit |ssuances in Unincorporated Douglas County

Residential - New Multi-Family® Commercial - New
Y ear Permits Vaue Permits Vaue Permits Vaue
2013 592 $186,248,894 188 $ 74,504,368 84 $53,592,318
2014 725 235,935,151 260 103,455,769 83 62,293,189
2015 955 305,990,236 7 9,704,822 68 111,244,300
2016 857 275,619,304 24 48,523,416 56 66,415,881
2017 969 307,832,358 89 83,237,391 68 53,689,689
2018 369 114,289,684 5 17,763 24 39,983,035

(1) Includes apartments, condominiums and townhouses.
(2) Asof April 30, 2018.

Source: Douglas County Building Division.

Foreclosure Activity

The following table sets forth data on the number of foreclosures filed in the
Douglas County for the time period indicated. Such information does not take into account the
number of foreclosures which were filed and subsequently redeemed or withdrawn.
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History of Foreclosures — Douglas County

Number of Percent
Y ear Foreclosures Filed Change
2013 769 --
2014 440 (42.8)%
2015 322 (26.8)
2016 314 (2.5
2017 254 (19.2)
2018M 96 --

(1) Filingsthrough April 30, 2018.

Sources. Colorado Division of Housing (2013-2017) and Douglas County Public Trustee (2018).

TAX MATTERS
Federal Tax Matters

The Internal Revenue Code of 1986, as amended (the “Code’), contains a
number of restrictions and requirements that apply to the Bonds including, without limitation,
(i) investment restrictions, (ii) requirements for periodic payments of arbitrage profits to the
United States, and (iii) rules regarding the proper use of the proceeds of the Bonds and the
facilities financed or refinanced with such proceeds. The District has covenanted to comply
with all of the restrictions and requirements of the Code that must be satisfied in order for the
interest on the Bonds to be and remain excludable from the gross income of the owners thereof
for federal income tax purposes (the “ Tax Covenants’).

In the opinion of Ballard Spahr LLP, Denver, Colorado, Bond Counsel, interest
on the Bonds is excludable from gross income for purposes of federal income tax under existing
laws as enacted and construed on the date of initial delivery of the Bonds, assuming the
accuracy of the certifications of the District and continuing compliance by the District with the
requirements of the Code. Interest on the Bondsis not an item of tax preference for purposes of
the individual federal alternative minimum tax. The corporate aternative minimum tax was
repealed by legidation enacted on December 22, 2017 (known as the “ Tax Cuts and Jobs Act”),
effective for tax years beginning after December 31, 2017. For tax years beginning on or before
December 31, 2017 interest on the Bonds is not an item of tax preference for purposes of the
corporate aternate minimum tax in effect prior to enactment of the Tax Cuts and Jobs Act;
however, interest on Bonds held by a corporation (other than an S Corporation, regulated
investment company, or real estate investment trust) indirectly may be subject to federal
alternative minimum tax because of its inclusion in the adjusted current earnings of a corporate
holder. Bond Counsel expresses no opinion regarding other federal tax consequences relating
to ownership or disposition of, or the accrual or receipt of interest on, the Bonds.

In rendering its opinion, Bond Counsel will rely on, and will assume the accuracy
of, certain representations and certifications, and compliance by the District with certain
covenants, including the Tax Covenants. Bond Counsel will not independently verify the
accuracy of the District’ s representations and certifications. In addition, Bond Counsel has not
been engaged, and will not undertake, to monitor compliance with the Tax Covenants or to
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inform any person as to whether the Tax Covenants are being complied with; nor has Bond
Counsel undertaken to determine or to inform any person whether any actions taken or not
taken, or events occurring or not occurring, after the date of issuance of the Bonds may affect
the federal tax status of the interest on the Bonds. Failure to comply with certain of the Tax
Covenants could result in the inclusion of the interest on the Bonds in the gross income of the
owners for federal income tax purposes, retroactive to the date of issuance of the Bonds.

Certain requirements and procedures contained or referred to in the Indentures
and certain other documents executed in connection with the issuance of the Bonds may be
changed and certain actions (including, without limitation, defeasance of the Bonds) may be
taken or omitted in the future if alegal opinion is rendered at the time to the effect that such
action will not cause the interest on the Bonds to be included in the gross income of the owners
for federal income tax purposes. The opinions of Bond Counsel rendered in connection with
theinitial issuance of the Bonds will not address any such actions.

Backup Withholding. A person making payments of tax-exempt interest to a bondholder
is generally required to make an information report of the payments to the Interna Revenue
Service and to perform “backup withholding” from the interest if the bondholder does not
provide an IRS Form W-9 to the payor. “Backup withholding” means that the payor withholds
tax from the interest payments at the backup withholding rate, currently 24%. Form W-9 states
the bondholder’ s taxpayer identification number or basis of exemption from backup withholding.

If a holder purchasing a Bond through a brokerage account has executed a Form
W-9 in connection with the account, as generally can be expected, there should be no backup
withholding from the interest on the Bond.

If backup withholding occurs, it does not affect the excludability of the interest on
the Bonds from gross income for federal income tax purposes. Any amounts withheld pursuant
to backup withholding would be allowed as a refund or a credit against the owner’s federal
income tax once the required information is furnished to the Internal Revenue Service.

State of Colorado Tax Matters

In the opinion of Bond Counsel, under existing law, to the extent that interest on
the Bonds is excludable from gross income for federal income tax purposes, such interest is also
excludable from gross income for State of Colorado income tax purposes and from the
caculation of State of Colorado alternative minimum taxable income. Bond Counsal will
express no opinion regarding other state or local tax consequences arising with respect to the
Bonds, including whether interest on the Bonds is exempt from taxation under the laws of any
jurisdiction other than the State of Colorado.

General

The opinions expressed by Bond Counsel are based upon existing legislation and
regulations as interpreted by relevant judicial and regulatory authorities as of the date of
issuance and delivery of the Bonds, and Bond Counsel has expressed no opinion as of any date
subsequent thereto or with respect to any proposed or pending legislation, regulatory initiatives
or litigation.
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The foregoing is only a general summary of certain provisions of the Code as
enacted and in effect on the date hereof and does not purport to be complete; holders of the
Bonds should consult their own tax advisors as to the effects, if any, of the Code in their
particular circumstances.

See Appendix G hereto for the proposed Forms of Bond Counsel Opinions.
LEGAL MATTERS
No Litigation Involving the District

In connection with the issuance of the Bonds, the District states that no litigation
of any nature is now pending or, to the best of their knowledge, threatened, seeking to restrain or
to enjoin the execution, issuance or delivery of the Bonds or the Indentures, or the levy or
collection of any taxes to pay the principal of or interest on the Bonds, or in any manner
guestioning the authority or proceedings for the Elections, or the issuance of the Bonds, or the
execution of the Indentures or the levy or collection of said taxes, or affecting the validity of the
Elections, the Bonds, the Indentures, or the levy or collection of said taxes; and no litigation of
any nature is now pending or, to the best of its knowledge, threatened, which, if determined
adversely to the District, would have a materia adverse effect upon the District’s ability to
comply with its obligations under the Bond Resolution, the Indentures or the Continuing
Disclosure Agreement, or the ability of the District to consummate the transactions contemplated
thereby. The District’s general counsel is expected to render an opinion stating that, to the best
of its actual knowledge, there is no pending action, suit, proceeding, inquiry or investigation in
which the District is a party.

Recent Colorado Court Casesand Legisation

On April 21, 2016, the Colorado Court of Appeas (the “Court of Appeals’)
issued an opinion in the case Landmark Towers Association, Inc. v. UMB Bank, n.a., 2016 WL
1594047 (Colo. App. Apr. 21, 2016) (referred to herein as the “2016 Marin Decision” and
together with the 2018 Marin Decision, as defined below, “Marin”). The Marin litigation was
filed by homeowners seeking to recover ad valorem property taxes paid to the Marin
Metropolitan District (the “Marin District”) and to enjoin the future levying of ad valorem
property taxes on the basis of, among other things, that the persons who approved the Marin
District’s debt and taxes were not eligible electors and that the Marin District has provided no
actual benefit to the homeowners' property.

The Court of Appeals held in the 2016 Marin Decision that those persons who
voted at the Marin District’s TABOR election and approved the Marin District’s debt and taxes
were not eligible electors and those persons that the Court of Appeals stated were eligible
electors were not given the opportunity to participate in the election. Accordingly, the Court of
Appeals held in the 2016 Marin Decision that the Marin District’'s TABOR election was
conducted illegally and the ad valorem property taxes authorized by such election to pay the
Marin District’s bonds were levied illegally. On December 11, 2017, the Colorado Supreme
Court (the “Supreme Court”) issued an opinion in the case UMB Bank, N.A., et al. v. Landmark
Towers Association, Inc. et al., 408 P.3d 836 (Colo. 2017) which reversed the 2016 Marin
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Decision; provided that not all issues addressed in the 2016 Marin Decision were reached by the
Supreme Court. The Supreme Court held that the litigation relating to the legality of the Marin
District's TABOR election brought by the homeowners was time-barred by statute, and
therefore, the Supreme Court did not opine on the legality of such election or the taxes
authorized by such election. The Supreme Court remanded the case to the Court of Appeals “for
further proceedings consistent with this opinion, including on those claims that the [Court of
Appeals] did not address based on its previous disposition of this case.”

On May 31, 2018, on remand from the Supreme Court, the Colorado Court of
Appeals issued Landmark Towers Association, Inc. v. UMB Bank, n.a., 2018 COA 75 (Colo.
App. June 1, 2018) (referred to herein as “2018 Marin Decision”). In the 2018 Marin Decision,
the Court of Appeals held that (a) the inclusion of certain property (including property now
owned by homeowners) into the Marin District violated the homeowners' rights to due process,
(b) the ad valorem property taxes imposed by the Marin District were actually specia
assessments under Colorado law and imposing the assessments against the homeowners
property which does not specialy benefit from improvements funded by the Marin District also
violated homeowners' rights to due process; and (c) the mill levy imposed by the Marin District
exceeded the amount permitted by its service plan. Consequently, the Court of Appeals barred
the Marin District from levying taxes to pay its bonds and concluded that the homeowners are
owed arefund of excessive assessments. The parties may seek the Supreme Court review of this
decision.

In response to the Court of Appeals 2016 Marin Decision, the Colorado General
Assembly unanimously passed Senate Bill 16-211 (“SB 211"), codified at Section 1-1-105.5,
C.R.S. and Sections 32-1-808(5) and (6), C.R.S., which states that, generaly, no special district
election conducted on or before May 3, 2016, may be contested on the grounds that any person
who voted at such election was not an eligible elector. It aso validates the qualifications of all
board members appointed or elected on or before May 3, 2016, and all actions undertaken by any
board member appointed or elected on or before May 3, 2016. SB 211 has not been applied or
interpreted by any court and there is no guarantee that SB 211 will effectively bar state or federal
constitutional claimsfiled at any given time.

Based on the applicable federal and Colorado law and taking into account the
Marin litigation described above, Bond Counsel has concluded, and will provide an opinion with
respect to each series of Bonds to the effect that, each series of Bonds constitutes a valid and
binding limited tax general obligation of the District and of all of the taxable property of the
District is subject to the levy of an ad valorem tax at the rate and in the amount of the Senior
Required Mill Levy and the Subordinate Required Mill Levy, for the purpose of paying the
principal of and interest on the Bonds. See Appendix G — Forms of Bond Counsel Opinions.

Approval of Certain Legal Proceedings

Legal matters relating to the issuance of the Bonds, as well as the treatment of
interest on each series of the Bonds for purposes of federal and State income taxation, are subject
to the approving legal opinion of Ballard Spahr LLP, Denver, Colorado, as Bond Counsel. Such
opinions, the forms of which are attached hereto as Appendix G, will be dated as of and
delivered at closing. Certain legal matters pertaining to the organization and operation of the
District will be passed upon by its general counsel, Collins Cockrel & Cole P.C., Denver,
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Colorado. Lega feesto Bond Counsel and Underwriter’s counsel are contingent upon the sale
and delivery of the Bonds. Bond Counsel represents the Underwriter from time to time in
connection with certain matters. Bond Counsel does not represent the Underwriter or any other
party (other than the District) in connection with the issuance of the Bonds.

Certain Constitutional Limitations

In 1992, the voters of Colorado approved a constitutional amendment which is
codified as Article X, Section 20, of the Colorado Constitution (the Taxpayers Bill of Rights or
“TABOR”). In general, TABOR redtricts the ability of the State and local governments to
increase revenues and spending, to impose taxes, and to issue debt and certain other types of
obligations without voter approval. TABOR generally applies to the State and all local
governments, including the District (“local governments’), but does not apply to “enterprises,”
defined as government owned businesses authorized to issue revenue bonds and receiving under
10% of annual revenue in grants from all state and local governments combined.

Because some provisions of TABOR are unclear, litigation seeking judicial
interpretation of its provisions has been commenced on numerous occasions since its adoption.
Additional litigation may be commenced in the future seeking further interpretation of TABOR.
No representation can be made as to the overall impact of TABOR on the future activities of the
Didtrict, including its ability to generate sufficient revenues for its general operations, to
undertake additional programs or to engage in any subsequent financing activities.

Voter Approval Requirements and Limitations on Taxes, Spending, Revenues,
and Borrowing. TABOR requires voter approva in advance for: (a) any new tax, tax rate
increase, mill levy above that for the prior year, valuation for assessment ratio increase,
extension of an expiring tax, or a tax policy change causing a net tax revenue gain; (b) any
increase in alocal government’s spending from one year to the next in excess of the limitations
described below; (c) any increase in the real property tax revenues of a local government from
one year to the next in excess of the limitations described below; or (d) creation of any multiple-
fiscal year direct or indirect debt or other financia obligation whatsoever, subject to certain
exceptions such as the refinancing of obligations at alower interest rate.

TABOR limits increases in government spending and property tax revenues to,
generaly, the rate of inflation and alocal growth factor which is based upon, for school districts,
the percentage change in enrollment from year to year, and for non-school districts, the actual
value of new construction in the local government. Unless voter approval is received as
described above, revenues collected in excess of these permitted spending limitations must be
rebated. Debt service, however, including the debt service on the Bonds, can be paid without
regard to any spending limits, assuming revenues are available to do so. TABOR'’s tax increase
limitations could cause the District’s property tax revenues to decrease if the assessed valuation
of taxable real property in the District should decline, absent voter approval to increase the
District’s property tax mill levy as explained above. At the Elections, the District’s voters
approved election questions which authorize the District to retain excess revenues which may
otherwise be required by TABOR to be refunded to taxpayers.

As required by TABOR, the issuance of the Bonds was authorized at the
Elections.
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Emergency Reserves. TABOR also requires loca governments to establish
emergency reserves. Emergency reserves must consist of at least 3% of fiscal year
spending. TABOR allows local governments to impose emergency taxes (other than property
taxes) if certain conditions are met. Local governments are not alowed to use emergency
reserves or taxes to compensate for economic conditions, revenue shortfalls, or local government
salary or benefit increases. The District has budgeted emergency reserves as required by
TABOR.

Other Limitations. TABOR also prohibits new or increased real property transfer
tax rates and loca government income taxes. TABOR allows loca governments to enact
exemptions and credits to reduce or end business personal property taxes,; provided, however, the
local governments' spending is reduced by the amount saved by such action. With the exception
of K-12 public education and federal programs, TABOR also allows local governments (subject
to certain notice and phase out requirements) to reduce or end subsidies to any program
delegated for administration by the general assembly; provided, however, the local governments
gpending is reduced by the amount saved by such action.

Sovereign Immunity

The Colorado Governmental Immunity Act, Title 24, Article 10, Part 1, C.R.S.
(the “Immunity Act”), provides that, with certain specified exceptions, sovereign immunity acts
as a bar to any action against a public entity, such as the District, for injuries which lie in tort or
could lieintort.

The Immunity Act provides that sovereign immunity is waived by a public entity
for injuries occurring as a result of certain specified actions or conditions, including: the
operation of a non-emergency motor vehicle, owned or leased by the public entity; the operation
of any public hospital, correctional facility or jail; a dangerous condition of any public building;
certain dangerous conditions of a public highway, road or street; and the operation and
maintenance of any public water facility, gas facility, sanitation facility, electrical facility, power
facility or swimming facility by such public entity. In such instances, the public entity may be
liable for injuries arising from an act or omission of the public entity, or an act or omission of its
public employees, which occur during the performance of their duties and within the scope of
their employment. The maximum amounts that may be recovered under the Immunity Act,
whether from one or more public entities and public employees, are as follows: (a) for any
injury to one person in any single occurrence, the sum of $350,000 for claims accruing before
January 1, 2018, or the sum of $387,000 for claims accruing on or after January 1, 2018, and
before January 1, 2022; (b) for an injury to two or more persons in any single occurrence, the
sum of $990,000 for claims accruing before January 1, 2018, except in such instance, no person
may recover in excess of $350,000; or the sum of $1,093,000 for claims accruing on or after
January 1, 2018, and before January 1, 2022, except in such instance, no person may recover in
excess of $387,000. These amounts increase every four years pursuant to a formula based on the
Denver-Boulder-Greeley Consumer Price Index, with the first such increase to occur on or
before January 1, 2018. The Board by resolution may increase any maximum amount that may
be recovered from the District for certain types of injuries. However, the District may not be
held liable either directly or by indemnification for punitive or exemplary damages unless the
District voluntarily pays such damages in accordance with State law. The District has not acted
to increase the damage limitations in the Immunity Act.
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The District may be subject to civil liability and damages including punitive or
exemplary damages under federal laws, and it may not be able to claim sovereign immunity for
actions founded upon federal laws. Examples of such civil liability include suits filed pursuant
to Section 1983 of Title 42 of the United States Code, aleging the deprivation of federal
constitutional or statutory rights of an individual. In addition, the District may be enjoined from
engaging in anti-competitive practices which violate federal and State antitrust laws. However,
the Immunity Act provides that it applies to any State court having jurisdiction over any claim
brought pursuant to any federal law, if such action liesin tort or could liein tort.

Police Power

The obligations of the District are subject to the reasonable exercise in the future
by the State and its governmental bodies of the police power inherent in the sovereignty of the
State and to the exercise by the United States of America of the powers delegated to it by the
Federal Constitution, including bankruptcy.

NO RATINGS

The District has not submitted, and does not intend to submit, an application to
any securities rating agency with respect to the Bonds.

UNDERWRITING

D.A. Davidson & Co., Denver, Colorado (the “Underwriter”) has agreed to
purchase the 2018A Senior Bonds from the District under a Bond Purchase Agreement at a
purchase price equal to $31,306,100 (which is equa to the par amount of the 2018A Senior
Bonds, less Underwriter’s discount of $638,900). The Underwriter has also agreed to purchase
the 2018B Subordinate Bonds from the District under a Bond Purchase Agreement at a purchase
price equal to $3,162,200 (which is equal to the par amount of the 2018B Subordinate Bonds,
less Underwriter’s discount of $97,800). The Underwriter is committed to take and pay for al of
the Bonds if any are taken.
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LIMITED OFFERING MEMORANDUM CERTIFICATION

The preparation of this Limited Offering Memorandum and its distribution have
been authorized by the District. This Limited Offering Memorandum is hereby duly approved
by the District as of the date on the cover page hereof.

CROWFOOT VALLEY RANCH
METROPOLITAN DISTRICT NO. 2

By /s/ Chad Murphy

Chad Murphy, President
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Background

Objective

Key Assumptions

Contact Information

Crowfoot Valley Ranch Metro District 2 (“the District”) hired John Burns Real Estate Consulting, LLC (“*JBREC”) to complete
a market analysis for the Canyons South development. Canyons South (“Subject” or “Canyons South”) is a proposed
master-planned community in Castle Rock, Colorado. The Subject is a project of HT Canyons South, LP, a Delaware
limited partnership, acting through its subsidiaries HT Canyons South Development LP, a Delaware limited partnership,
and HT Canyons South Land LP, a Delaware limited partnership (collectively, the “Developer”). It will be located east of
the confluence of Founder's Parkway and Crowfoot Valley Road, approximately 2.0 miles east of Interstate 25. The Subject
is about 27 miles south of Denver. It includes about 1,100 acres, and a maximum of 968 homesites. William Lyon, Lennar,
David Weekley, and Toll Brothers (“Subject Builders”) are under contract to purchase lots in the community.

The objective of this assignment is to evaluate the market opportunity for the Subject in conjunction with a pending bond
application. Key questions addressed in this analysis include the following:

What are reasonable per project absorption rates for the planned homes and prices?

o What are competitive market conditions in the market and submarket?

. What are the key housing market, economic, and demographic trends that are driving the opportunity for housing in
the Denver MSA and the submarket?

JBREC assumes the Developer and Subject Builders will: 1) offer floor plan sizes and types as proposed, 2) be executed in
a quality “market appropriate” manner with specification levels and unit finishes in-line with market expectations, 3) include
amenities recommended by JBREC, 4) fund the operation and maintenance of these amenities by District revenues
without supplementary HOA fees, 5) commence advertising and marketing efforts prior to construction to generate qualified
shopper traffic, 6) consider establishing a pre-sales program, 7) have experienced sales agents familiar with the local
market, and 8) come to market in March 2020. We assumed that the quality of the builders’ products at the Subject will be
commensurate with the quality of products in top comparable master planned communities. We assume the proposed
“Standard” products will be most similar to Terrain, and luxury products will be most similar to Stepping Stone.

Subject prices in this report reflect the Subject Builders’ expected pricing when sales start in March 2020. Macro
housing market conditions in the Denver MSA are as of March 2018. Comparable project data are as of January
2018.

John Burns Real Estate Consulting, LLC (“JBREC”) completed this analysis. Ken Perlman, Principal, served as Project
Manager of this assignment. Chris Dorociak, Senior Manager, oversaw the daily operations of the study. Don Walker,
President and CFO, reviewed this report. Follow-up questions should be directed to:

kperiman@realestateconsulting.com — (858) 281-7214
cdorociak@realestateconsulting.com — (858) 281-7218
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Executive Summary: Pricing and Product Assumptions
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* Per the Developer, William Lyon, Lennar, David Weekley, and Toll Brothers are under contract to purchase lots at Canyons South.

These builders placed non-refundable deposits on their committed lots, equating to about 15% of finished lot prices. The absorption
targets from builders translate to home sales through 2024. The takedown schedules and absorption targets per builder appear
reasonable within the context of the competitive market. Collectively, precedent exists in this market and submarket for the absolute
number of sales and market capture the Developer is forecasting and the builders are committing to in Canyons South.

The Developer provided expected builder home sizes and prices as of the start of master plan community sales in March 2020. Based
on these pricing expectations, JBREC estimated a reasonable sales pace per product line and build-out for the community.

JBREC forecasts that home prices in the Denver market should appreciate 8.2% between January 2018 (date of the competitive market
survey) and March 2020, the date sales will begin at Canyons South. To provide an appropriate comparison of the Subject product lines
(anticipated pricing) to the current competitive market, JBREC adjusted the builders’ prices downward 8.2%. Prices for both January
2018 and March 2020 (those reported by the Developer) are reflected in the table.

The Subject’s net total pricing (January 2018) is about 10.0% above Terrain in Castle Rock due to the Subject’s superior location, larger
lots, and superior recommended amenities. It is similar to The Meadows in Castle Rock and Stepping Stone in Parker. The Meadows
and Stepping Stone’s superior locations (including schools) are generally offset by larger lots and assumed amenities at Canyons
South. January 2018 price positioning is about 10% below Sterling Ranch due to a locational premium for the Littleton area, and
estimated Subject sales rates per product that are above per-product sales rates at Sterling Ranch.

Product and Pricing Assumptions for Canyons South

HOME SALES START: MARCH 2020 INVENTORY  LOT SIZE LIVING AREA MARCH 2020 PRICING JAN 2018 PRICING
Canyons South MIX % Aw. Lot Size Range SEE%[e Net Total Ne;;?;f' / F’:/; ())/rr]rtht Net Total Nest;('):t:l d xz::;lzt
50' SFD Standard (Currently Lyon) 150  15% 5,750 1,969 - 2,865 2,417 $552,500 $229 $2,653 $509,800 $211 $2,448
60' SFD Standard (Currently Lyon) 180  19% 7,500 2,305 - 3453 2,879 $607,500 $211 $2,918 $560,500 $195 $2,692
60' SFD Luxury (Currently Lennar) 103 11% 7,500 2,900 - 3,875 3,388 $670,000 $198 $3,218 $618,200 $182 $2,969
70' SFD Standard (Currently Lyon) 100  10% 9,450 2,113 - 3,154 2,634 $607,500 $231 $2,918 $560,500 $213 $2,692
70' SFD Luxury (Currently Weekley) 264  27% 9,450 2,300 - 3,600 2,950 $694,000 $235 $3,333 $640,400 $217 $3,076
80' SFD Luxury (Currently Toll) 114 12% 11,200 3,400 - 4,160 3,780 $844,100 $223 $4,054 $778,900 $206 $3,741
100" SFD Luxury (Custom & Spec) 57 6% 15,000 4,000 - 6,000 5,000 | $1,500,000 $300 $7,204 $1,384,100 $277 $6,647
Total or Weighted Average: 968 100% 8,839 3,087 $709,600 $228 $3,408 $654,800 $210 $3,145
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It is reasonable to estimate home price appreciation at Canyons South that is consistent with JBREC’s forecasts for the Denver MSA.
JBREC demonstrates Subject Builder pricing when sales start in March 2020. Based on our forecasts, we show estimated builder pricing
as of January 2018. We also show forecasted home prices from April 2020 through December 2021.

2018P 2019P 2020P 2021P
JBREC MSA Forecast
Opening Day
Home Price Appreciation Subject Forecast 4.9% 2.8% 0.5% 1.5% 0.5%
Canyons South Count Jan-18 Dec-18 Dec-19 Mar-20 Apr-20 to Dec-20 Dec-21
50' SFD Standard (Currently Lyon) 150 $509,800 $534,777 $549,751 $552,500 $560,788 $563,591
60' SFD Standard (Currently Lyon) 180 $560,500 $588,013 $604,478 $607,500 $616,613 $619,696
60' SFD Luxury (Currently Lennar) 103 $618,200 $648,508 $666,667 $670,000 $680,050 $683,450
70' SFD Standard (Currently Lyon) 100 $560,500 $588,013 $604,478 $607,500 $616,613 $619,696
70" SFD Luxury (Currently Weekley) 264 $640,400 $671,739 $690,547 $694,000 $704,410 $707,932
80' SFD Luxury (Currently Toll) 114 $778,900 $817,024 $839,900 $844,100 $856,762 $861,045
100" SFD Luxury (Custom & Spec) 57 $1,384,100 $1,451,885 $1,492,537 $1,500,000 $1,522,500 $1,530,113
TOTAL OR WEIGHTED AVERAGE 968 $654,800 $686,874 $706,106 $709,600 $720,281 $723,883

Between January 2018 and March 2020, we expect || Between April 2020 and
Subject home prices to appreciate by approximately 8.2%. || December 2021, we expect
home prices to appreciate by
approximately 2.0%. This
appreciation equates to 1.5%
for the remainder of 2020 and
0.5% for 2021.

After 2021, we expect average home price appreciation for Canyons South to range from 1.0% to 2.0% per annum. This is
consistent with our expectation for the Denver MSA. We provide details regarding price appreciation after 2021 on the following
page.
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JBREC offers forecasts new home price appreciation for the Denver market for 2018 through 2021. As reflected in this report,
those appreciation numbers are:

2018P 2019P 2020P 2021P

4.9% 2.8% 2.0% 0.5%

We forecast that home prices at the Subject should appreciate 8.2% between the date of our competitive survey (January
2018) and the start of sales in March 2020.

JBREC does not currently forecast price appreciation beyond 2021. For perspective on long-term price appreciation we
reviewed the annual rate of appreciation for the median new home price in Denver between 1999 and 2017. It was 5.6% per
annum. We also looked at our Burns Home Value Index (BHVI), which measures home value trends for all homes (new and
resale) in the market, allowing us to report on and forecast price appreciation without the noise of shifts in the mix
of homes selling, as well as other issues. The BHVI increased 4.0% on average annually between 1985 and 2017. It is
important to note that these price increases took place during a period of declining interest rates. Further, price increases are
making the market less affordable now than in previous years. The combined impact of higher interest rates and home price on
absorption portends more muted price appreciation going forward.

Given these conditions, we would recommend no more than a 1.0% to 2.0% average annual rate of appreciation for the Subject
property beyond 2021. The 1.0% to 2.0% would be an annual average over time. Because real estate is cyclical, the
appreciation rate could be less in some years, perhaps even negative, and more in others.

This recommendation, like all of our forecasts, is our estimate looking several years out. In general, for future projects, we are
assuming “normal” real estate market conditions, and not a condition of either prolonged “boom” or “bust” market conditions. We
assume that economic conditions, employment, and household growth will occur in accordance with current expectations. We
are not taking into account major shifts in the level of consumer confidence; in the ability of developers to secure needed project
entitlements; in the cost of development or construction; in tax laws that favor or disfavor real estate markets; or in the
availability and/or cost of capital and mortgage financing for real estate developers, owners, and buyers. Should there be such
major shifts affecting real estate markets, this analysis should be updated, with the conclusions and recommendations
summarized herein reviewed and reevaluated under a potential range of scenarios reflecting changed market conditions.
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Subject Product (Lot Size) f;;"stsé Sjisér Sféisr/ 2020 | 2021 | 2022 | 2023 2024 | 2025 | 2026 | 2027 | 2028 | 2029
50' SFD Standard (Currently Lyon) 3.25 9.8 39.0 0
60' SFD Standard (Currently Lyon) 3.25 9.8 39.0 27 39 39 39 36 0 0 0 0
60' SFD Luxury (Currently Lennar) 3.00 9.0 36.0 30 36 36 1 0 0 0 0 0 0
70' SFD Standard (Currently Lyon) 2.50 7.5 30.0 26 30 30 14 0 0 0 0 0 0
70' SFD Luxury (Currently Weekley) 2.00 6.0 24.0 17 24 13 0 0 0 0 0 0 0
70' SFD Luxury (TBD) 3.00 9.0 36.0 0 0 11 30 36 36 36 36 25 0
80' SFD Luxury (Currently Toll) 1.50 4.5 18.0 14 18 18 4 0 0 0 0
80' SFD Luxury (TBD) 1.50 45 18.0 0 0 0 14 18 18 10 0 0
100" SFD Luxury (Custom & Spec) 0.50 1.5 6.0 5 6 6 6 6 6 6 6 6 4
TOTAL ANNUAL SALES| 16.00 48.0 192.0 146 192 192 147 102 60 52 42 31 4

+ JBREC targets stabilized monthly sales rates of 0.50 to 3.25 sales per product line for homes in Canyons South. We assume seven
concurrent points of sale. JBREC believes it is reasonable to target approximately 192 annual new home sales per year at Canyons South
in peak years. Our estimated annual sales at the Subject translate into a 1.8% capture rate of the future Denver MSA’s annual new home
sales of approximately 10,900 transactions. The capture rate is similar to Terrain’s average capture and below The Meadows, representing
reasonable benchmarks for Subject sales pace.

+ JBREC estimates sales pace by product or neighborhood. Home closings will occur after these sales. Home closings can be influenced
positively or negatively by factors such as weather as well as availability of materials and labor to construct the homes.

+ JBREC assumes home sales begin in March 2020 and that the Subject’s amenity center opens in summer/fall 2020.
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= Anticipated Buyer Profiles. JBREC anticipates a masterplan for homebuyers who are predominantly working professional families
with school-age children. This group of buyers accounts for the majority of new home sales in comparable communities. Locational
advantages of the Subject include Douglas County schools and reasonable commuting access to employment hubs such as the
Denver Tech Center. To achieve targeted absorption, we assume that future builders will offer a selection of single-level floorplans,
which can appeal to move-down buyers and retirees in Castle Rock. The local area population over the age of 65 is projected as the
fastest growing segment over the next five years, followed by 1st time homebuyers (25-34 year olds) and move-up home buyers (35-
44).

= Denver MSA Housing Market Conditions. Denver's housing market remains stable. Pricing power remains nominal due to
continued affordability concerns. Builders are mainly raising prices to cover costs. Ever-increasing materials prices and a lack of
skilled workers are driving costs up. Resale homes appreciated 5.5% YOY per the Burns Home Value Index™ (as of March 2018).
Strong resale buyer demand is fueling steady appreciation, as evidenced by nearly 60K resale homes sold in the last 12 months.

= Denver’'s New and Resale Home Prices. The median new home price in the Denver MSA is $490,700, and the median resale price
is $396,200. There is a 22% price premium for a new versus a resale home, which equates to $94,500. This premium has decreased
over the past five years given greater annual price appreciation for resale homes over new homes (10% versus 8% per year).
Denver’s home price appreciation contributed to FHA and GSE loan limit increases. The new Denver FHA and GSE loan limits have
increased 7% to $529,000. The median prices of new and resale homes both fall under the conforming loan limits. Nevertheless, the
Burns Affordability Index for the Denver MSA is 9.7, where 10 is the least affordable in the market’s history. The median resale home
price in Denver has appreciated about $190,000 since 2008 ($208,700 to $396,200). Growth in home home equity provides existing
homeowners with down payment resources for a move-up home at Canyons South.
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Project Overview
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Canyons South is located in Castle Rock, within the South Denver/Douglas County submarket. Key comparable projects are also located
within the South Denver/Douglas County (“South Denver”) submarket, including Terrain, The Meadows, and Stepping Stone. Sterling Ranch
is included in this report as a point of reference for price and segmentation, but JBREC considers this master plan to be less of a true
“‘competitor” for Canyons South. Castle Rock buyers tend to be loyal to the area and Sterling Ranch is outside of Castle Rock, about 15
miles northwest of town. Comparable communities offered multiple residential product options, amenities, and good access to employment
and services. They benefit from Douglas County schools, which are in one of the most weII-respected school districts in Colorado.
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Canyons South Project Overview

JOHN [{<BURNS

REAL ESTATE CONSULTING

Canyons South is planned to encompass approximately 1,100
acres and will include a maximum of 968 homesites, all of which
are planned as single-family detached lots.

The Subject occupies a cohesive parcel with rolling topography,
bordering residential development on the east side of Castle
Rock. Crowfoot Valley Road provides direct access to services
and amenities along Founder’s Parkway. The Subject is about
two miles east of Interstate 25, a key north-south corridor
connecting Denver to Colorado Springs.

The Subject’s 968 lots will range from approximately 50’ x 115’
(5,750 square feet) to 100’ x 150’ (15,000 square feet). The
current master plan includes lots that are single-loaded and
border open space, which can provide builder premium
opportunities.

The Developer’s vision is to create a community with lots that
are larger and more dispersed than competitive projects. These
lots will be elevated with potential for regional views. The
Subject’'s larger lots and open space frontage will be
competitive advantages.

A $5.0 million amenity center is planned for Canyons South, which
will enhance its marketability. JBREC assumes this facility
includes a clubhouse, pool, and exercise room. JBREC’s sales
conclusions in this report are predicated on these amenities
being completed and opened by summer/fall 2020. The
Meadows in Castle Rock provides an example of the quality, look,
and feel of such an amenity center.

www.realestateconsulting.com
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JOHN [¢<BURNS

Lifestyle and Amenity Assumptions REAL ESTATE CONSULTING

Our absorption conclusions assume that Canyons South includes the amenities listed below. If these amenities are not included, it would
negatively impact the pricing and absorption estimates included in this analysis. JBREC is not opining on the reasonableness of costs to
complete these amenities.

v

v

Clubhouse and Pool. A $5.0 million facility is planned. We assume that it will feature upscale architecture and design, with interior
sitting areas, a fitness room, changing rooms, and a small demonstration/catering kitchen. We assume this complex will feature an
outdoor pool, extensive terrace space, shaded areas, and barbeque pavilions. The pool can promote a lively environment for families with
children.

Preserved Open Space and Trails. The clubhouse at Canyons South will serve as the community’s “trailhead.” Networks of paved and
unpaved trails will lead to and from the clubhouse. Paved walking trails will be important for families, especially parents with baby
joggers. Unpaved trails willl enhance the lifestyle of Canyons South by providing opportunities for trail running and mountain biking.

Parks. In addition to open space, Canyons South will include neighborhood parks for young children and a dog park. Neighborhood parks
will be developed with playground equipment and tied into the community’s paved trail network. Given the importance of dogs to
Coloradans, a dog park can serve as a marketing element for Canyons South and a social hub for its residents.

Schools. Canyons South’s assigned schools will be similar to local comparables in terms of school scores, including Terrain and The
Meadows. Overall, schools in Douglas County rank as some of the best in the Denver metro area. The masterplan includes two school
sites, one for an elementary school and one for a middle school. These sites are located on the north and west side of the master plan.
They are close to Crowfoot Valley Road and well buffered from planned residential areas. The convenient presence of schools at
Canyons South will enhance marketability to families.
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Amenity Concepts — Clubhouse and Pool
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JOHN [{<BURNS

REAL ESTATE CONSULTING

Denver Submarket Grading Map

Our submarket grades are intended to be used to explain to someone unfamiliar with a market where people prefer to live (e.g.,
approximately 20% live in A submarkets, 20% in B, etc.). Each submarket can have good and bad areas within it. The South Denver/Douglas

County submarket (location of Canyons South) is rated as an A market, which ranks it with the most attractive in Denver.
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Conclusions
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Product Assumptions and Conclusions: Summary

JOHN [¢<BURNS

REAL ESTATE CONSULTING

SUBJECT SIZE TAX & HOA MARCH 2020 JAN 2018

Product Lot Size SF Base HOA| Net Total Price Total/SF Total Pmt| Net Total Price Total/SF Total Pmt|
50' SFD Standard (Currently Lyon) 5,750

Product/Density: SFD 1,969 1.18% $0 $530,000 $269 $2,545 $489,000 $248  $2,348

Lot Dimensions 50x115 2,865 1.18% $0 $575,000 $201 $2,762 $530,600 $185  $2,548

JBREC Target Sales/Mo.  3.25

Lot Count: 150

Totals/Averages: 2,417 $552,500 $229 $2,653 $509,800 $211  $2,448
E 60' SFD Standard (Currently Lyon) 7,500

Product/Density: SFD 2,305 1.18% $0 $570,000 $247 $2,738 $525,900 $228  $2,526

Lot Dimensions 60x125 3,453 1.18% $0 $645,000 $187 $3,098 $595,100 $172  $2,858

JBREC Target Sales/Mo.  3.25

Lot Count: 180

Totals/Averages: 2,879 $607,500 $211 $2,918 $560,500 $195  $2,692
60' SFD Luxury (Currently Lennar) 7,500

Product/Density: SFD 2,900 1.18% $0 $645,000 $222 $3,098 $595,100 $205  $2,858

Lot Dimensions 60x125 3,875 1.18% $0 $695,000 $179 $3,338 $641,300 $165  $3,080

JBREC Target Sales/Mo.  3.00

Lot Count: 103

Totals/Averages: 3,388 $670,000 $198 $3,218 $618,200 $182  $2,969
E 70' SFD Standard (Currently Lyon) 9,450

Product/Density: SFD 2,113 1.18% $0 $570,000 $270 $2,738 $525,900 $249  $2,526

Lot Dimensions 70x135 3,154 1.18% $0 $645,000 $205 $3,098 $595,100 $189  $2,858

JBREC Target Sales/Mo.  2.50

Lot Count: 100

Totals/Averages: 2,634 $607,500 $231 $2,918 $560,500 $213  $2,692
70' SFD Luxury (Currently Weekley) 9,450

Product/Density: SFD 2,300 1.18% $0 $639,000 $278 $3,069 $589,600 $256  $2,832

Lot Dimensions 70x135 3,600 1.18% $0 $749,000 $208 $3,597 $691,200 $192  $3,320

JBREC Target Sales/Mo.  2.00

Lot Count: 264

Totals/Averages: 2,950 $694,000 $235 $3,333 $640,400 $217  $3,076
80' SFD Luxury (Currently Toll) 11,200

Product/Density: SFD 3,400 1.18% $0 $824,000 $242 $3,957 $760,400 $224  $3,652

Lot Dimensions 80x140 4,160 1.18% $0 $864,200 $208 $4,150 $797,400 $192  $3,830

JBREC Target Sales/Mo.  1.50

Lot Count: 114

Totals/Averages: 3,780 $844,100 $223 $4,054 $778,900 $206  $3,741
100" SFD Luxury (Custom & Spec) 15,000

Product/Density: SFD 4,000 1.18% $0 $1,450,000 $363 $6,964 $1,338,000 $335  $6,426

Lot Dimensions 100x150 6,000 1.18% $0 $1,550,000 $258 $7,444 $1,430,200 $238  $6,869

JBREC Target Sales/Mo.  0.50

Lot Count: 57

Totals/Averages: 5,000 $1,500,000 $300 $7,204 $1,384,100 $277  $6,647

* Wiliam Lyon and David Weekley

provided an expected range of net
total home prices and plan sizes
reflected in the table.

Lennar and Toll Brothers provided
expected average prices and plan
sizes reflected in the table, by which
JBREC estimated ranges per
product.

For 100’ lots, the Developer expects
to sell retail lots, with total home
values averaging +/-$1.5 million.
JBREC estimated a range of custom
home sizes and prices based on this
expectation.
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Property Taxes and HOA Fees REAL ESTATE CONSULTING

The Subject Mill Levy of 164.232 was provided by D.A. Davidson and the Developer with the breakdown as published (grey box) on the
following page.

Per the Douglas County Assessor’s Office, an assessment percentage of 7.20% is applied to the actual home value for homes in the
County to determine the assessed value.

To determine property tax rates, the assessed value is multiplied by the decimal equivalent of the total mill levy. This process
determines the total taxes a homeowner pays.

JBREC's analysis reflects tax rates as a percentage of home prices for this analysis. For example:

* A Mill Levy of 164.232 times an assessment of 7.2% equates to a tax rate of 1.18% on the actual home value.
« Applying the calculation to a “typical” $479,600 home at the Subject yields annual taxes of $5,668, or 1.18% of the home price.

The Subject’s property tax rate of 1.18% is consistent with the competitive market. Projects we surveyed had rates ranging from 1.00%
to 1.26%, with an average of 1.11% and a median of 1.10%.

The Developer reports that District fees paid by homeowners at Canyons South will be sufficient to fund the operation and
maintenance of amenities in Canyons South without supplementary HOA fees. Per the Developer, this analysis does not
model any HOA fees for the Subject.

* The Developer reports that if HOA fees are charged in the future, the District tax rate could be lower, which would not result in
material changes to total monthly payments.

* Changes in total HOA fees and/or District tax rates that result in material changes to monthly payments will impact the results of
JBREC’s analysis.
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Property Tax Calculations

JOHN [¢<BURNS

REAL ESTATE CONSULTING

Per the Developer and D.A. Davidson the following represents the mill levy and property tax calculation for the Subject.

@@ DOUGLAS COUNTY

ASSESSOR'S OFFICE COLORADO

Example for Residential Property:

The actual value of Mr. Brown’s home is $400,000. The Notice of Valuation shows the current assessment percentage is 7.20 percent.

Actual Value x Assessment Percentage = Assessed Value
$ 400,000 Actual Value x 7.20% Assessment Percentage = $ 28,800 Assessed Value

To determine the property tax, multiply the assessed value times the decimal equivalent of the total mill levy. A mill is equal to 1/1000 of a
dollar. A tax rate is the mill levy expressed as a percentage. Thus 98.42 mills = 9.842 percent or .09842 as the decimal equivalent.

If Mr. Brown'’s assessed value is $28,800, his taxes will be:

Assessed Value x Mill Levy = Taxes

$ 28,800 Assessed Value x .09842 Mill Levy = $ 2,834.50 Taxes

Subject Mill Levy

Subject Property Tax Calculation

Taxing Entity®
Douglas County School District Re-1
Douglas County
Castle Rock Fire Protection District
Douglas County Law Enforcement Authority
Douglas County Libraries
Cherry Creek Basin Water Quality Authority
Cedar Hill Cemetery Association

Total Overlapping Sample Mill Levy

The District
Total Sample Mill Levy

Mill Levy@
38.996
19.774
11.490
4.500
4,021
0.453

0.148
79.382

84.850
164.232

Mill Levy = 164.232/1,000 = 0.164232
Assessment Percentage = 0.072

Tax Rate on Actual Home Value = 0.164232 x 0.072 =0.0118 = 1.18%

House Value = $479,600 (Actual)
Assessment Percentage = 7.2%
Assessed Value = $34,513

$34,514 Assed Value x 0.164232 = $5,668
$5,668/$479,600 = 1.18%
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Builder Assumptions: Net Total Prices as of March 2020 REAL ESTATE CONSULTING
$1,650,000 I I
$1,600,000 | | Builder & Developer =@-A. 50' SFD Standard (Currently Lyon), 5,750
Projections (March 2020) sq ft, 3.25/mo.
$1,550,000 /I
$1,500,000 //
$1,450,000 | g
$1.400.000 =4—B. 60' SFD Standard (Currently Lyon), 7,500
e sq ft, 3.25/mo.
$1,350,000
$1,300,000
$1,250,000 ( | )
=@—C. 60' SFD Luxury (Currently Lennar), 7,500
$1,200,000 sq ft, 3.00/mo.
Q $1,150,000
& $1,100,000
8 $1,050,000
2 $ =4&—D. 70' SFD Standard (Currently Lyon), 9,450
- $1,000,000 sq ft, 2.50/mo.
< $950,000
$900,000
1
$850,000 = =>=F. 70' SFD Luxury (Currently Weekley),
$800,000 9,450 sq ft, 2.00/mo.
$750,000
$700,000 —
$650,000 0‘% ===F. 80' SFD Luxury (Currently Toll), 11,200 sq
$600,000 ,A ft, 1.50/mo.
y ”/
$550,000
$500,000
$450,000 == G. 100' SFD Luxury (Custom & Spec),
1,800 2,400 3,000 3,600 4,200 4,800 5,400 6,000 15,000 sq ft, 0.50/mo.
Unit Size (Square Feet)
Source: John Burns Real Estate Consulting, Community Sales Offices; Absorption = Historical/3 Month
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Total Price Summary

JOHN [¢<BURNS

REAL ESTATE CONSULTING

The following summarizes JBREC’s assumptions for prices by product type for the Canyons South master plan.

HOME SALES START: MARCH 2020 INVENTORY  LOT SIZE LIVING AREA MARCH 2020 PRICING JAN 2018 PRICING
Canyons South MIX % Awy. Lot Size Range SE;\%[e Net Total Ni};gﬁ' / F':/la(;/xr:Zt Net Total Ni;'o:tfl / Ii?/r:gzt
50" SFD Standard (Currently Lyon) 150  15% 5,750 1,969 - 2,865 2,417 $552,500 $229 $2,653 $509,800 $211 $2,448
60' SFD Standard (Currently Lyon) 180  19% 7,500 2,305 - 3,453 2,879 $607,500 $211 $2,918 $560,500 $195 $2,692
60" SFD Luxury (Currently Lennar) 103 11% 7,500 2,900 - 3,875 3,388 $670,000 $198 $3,218 $618,200 $182 $2,969
70' SFD Standard (Currently Lyon) 100  10% 9,450 2,113 - 3,154 2,634 $607,500 $231 $2,918 $560,500 $213 $2,692
70' SFD Luxury (Currently Weekley) 264  27% 9,450 2,300 - 3,600 2,950 $694,000 $235 $3,333 $640,400 $217 $3,076
80" SFD Luxury (Currently Toll) 114 12% 11,200 3,400 - 4,160 3,780 $844,100 $223 $4,054 $778,900 $206 $3,741
100" SFD Luxury (Custom & Spec) 57 6% 15,000 4,000 - 6,000 5,000 | $1,500,000 $300 $7,204 $1,384,100 $277 $6,647
Total or Weighted Average: 968 100% 8,839 3,087 $709,600 $228 $3,408 $654,800 $210 $3,145

* In reality, not all products will sell concurrently. The distribution of product is likely to be different at any point in time and this distribution
will impact the overall weighted price.

* Home prices and lot prices shown are representative, based on the mid-point pricing of the assumed product range. Actual prices will likely

vary.
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Basements REAL ESTATE CONSULTING

In Denver, new homes are commonly built and sold with basements. The basements tend to be below grade and are typically offered as
“‘unfinished” by the builder. Home size (square feet) quoted by most builders does not include basement space. Those same
assumptions hold true for JBREC’s assumptions with regard to unit sizes in the Denver market:

Home sizes (square feet) are indicative of finished, heated space above grade.

Most builders in the Denver market will offer an unfinished basement as standard with their home. Most builders in the Denver
market do not offer finished basements as standard.

Builders may finish basements at the buyer’s request as an “option.” In conducting our research for purposes of this analysis,
JBREC inquired at each competitive project as to whether or not (1) an unfinished basement was included as standard (2) the
builder would, as an option, offer a finished basement

In instances where the builder would finish the basement, we surveyed that builder for what the typical cost (to the buyer) would be
and how common it was for homebuyers to select a finished basement.

In instances where homebuyers commonly exercised the option to finish the basements, the quoted price to finish was included as
“option” revenue for that same project. Even in instances where basements were finished, JBREC’s comparables table does not
adjust the size of the house for a finished basement.

This analysis assumes that builders in the Subject property will include an unfinished basement as standard with each home. The

unfinished basement included in this assumption is not part of the quoted square footage of the homes.

It is reasonable to assume that a portion of the option and upgrade revenues that each builder can expect at the Subject is part of
the quoted “option and upgrade” revenue in this report. We anticipate that about half of all buyers select a finished basement as an

upgrade.
It is reasonable to target revenues of $30 to $50 per square foot (and sometimes more to finish a basement). As an example a

2,500 square foot home might include a 1,000 to 1,200 square foot basement. Finishing costs might be $30,000 to $50,000 for
those basements. The price to finish a basement will of course, vary based on the quality of the finishes selected.
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Product Positioning
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Positioning within the Competitive Market JP@AL EST!x?EwCONSUiPENG

The following exhibits display JBREC’s assumed price positioning for Canyons South. The charts compare Subject product lines against the
competitive market. The Developer reported that builder prices for were as of project opening in March 2020. The date of the market
survey for this analysis is January 2018. JBREC expects that between January 2018 and March 2020, the new home market in the Denver
MSA (and the Subject) will appreciate by 8.2%. To provide an appropriate comparison of the Subject product lines (anticipated pricing) to
the competitive market (January 2018), JBREC adjusted the Subject Builders’ prices downward by this appreciation factor.

The Subject can support an array of product segments for a wide range of household types. JBREC believes that the community can
compete well in the greater Denver market.

» The site offers good proximity to high-paying jobs, in the Denver Tech Center and elsewhere (such as the Lockheed campus).
» The site offers good proximity to local services in Castle Rock and recreational opportunities such as Rueter-Hess Reservoir.

» Local demographics are weighted toward upper-income households. The median household income is $102,800 within a five-mile
radius of the Subject.

» The site is large and plans include preserving a substantial amount of open space, offering larger lots than typical for competitive
communities, and positioning many of these lots as single-loaded on open space.

Canyons South will compete with large new masterplans in South Denver, including Terrain in Castle Rock, Stepping Stone in Parker, and
Sterling Ranch in Littleton. All three of these communities are underway selling new homes that are similar to expected Subject product
lines.
In the following pages, JBREC presents positioning comparisons for new homes at Canyons South that focus on:

1. Products priced relative to competitive projects;

2. Products priced relative to each other; and

3. Products priced with a reasonable target absorption pace.

Total prices are a function of base prices, options spending, and lot premiums, less incentives. For competitive projects, options spending
averages about 9.0% of base prices; premiums average about 3.0% of base prices; and incentives average about 2.0% of base prices.
JBREC anticipates the Subject can achieve similar averages.
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Subject product lines within Canyons South are generally positioned as follows:

= Relative to Terrain. Subject pricing is about 10% above Terrain. We evaluated new home pricing and location premiums for the
Subject area versus Terrain, as well as surveyed regional real estate executives. The Subject’s location and access points are superior.
Canyons South can offer superior amenities to Terrain in its recreation center, trail network, and parks. The Subject's topography
provides superior view settings. We anticipate additional pricing premiums to Canyons South’s larger lots.

» Relative to Stepping Stone. We evaluated new home pricing for the Subject area versus Stepping Stone, as well as surveyed regional
real estate executives, who indicated that Stepping Stone has a small locational advantage (further north). After adjusting for location
and including the Subject’s larger lot sizes, product lines in these two communities would be priced competitively with one another.

= Relative to Sterling Ranch. Price positioning is about 10% lower than Sterling Ranch. We evaluated new home pricing by area,
homebuilder offerings, and surveyed regional real estate executives. Sterling Ranch’s location close to Highlands Ranch with views of
the Front Range is superior to the Subject’s location. Larger lots at Canyons South narrows this locational difference. However, JBREC
also considers sales pace, and the majority of actively selling product lines in Sterling Ranch are selling at a pace of less than 2.0 sales
per month. Our pricing estimates are also below Sterling Ranch to support an absorption pace that is higher than this masterplan.

JBREC recognizes that the Developer is very well respected in Denver. This sense of trust among new home buyers can enhance pricing
and/or absorption. The Developer’s brand can provide early momentum to sales within the masterplan when the project is still in its infancy.
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Net Total Price Positioning: Builder Products as of January 2018

JOHN [{<BURNS

REAL ESTATE CONSULTING

The chart demonstrates the Subject’s builder pricing relative to the competitive market. The Developer plans to sell 100’ lats to individuals
and spec builders. The Subject’s 100’ lots are excluded from this chart.

Net Total Price
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50' SFD Standard (Currently Lyon), 5,750 sq ft, 3.25/mo.

. 60" SFD Standard (Currently Lyon), 7,500 sq ft, 3.25/mo.

60" SFD Luxury (Currently Lennar), 7,500 sq ft, 3.00/mo.

. 70' SFD Standard (Currently Lyon), 9,450 sq ft, 2.50/mo.

70" SFD Luxury (Currently Weekley), 9,450 sq ft, 2.00/mo.

80' SFD Luxury (Currently Toll), 11,200 sq ft, 1.50/mo.

70' SFD - 8,400 sq ft, Century, 1.2/1.3. sales per mo.

45' SFD - 4,500 sq ft, TriPointe, 1.5/1.0. sales per mo.

50" SFD - 5,500 sq ft, Tripointe, 1.9/2.0. sales per mo.

45' SFD - 4,950 sq ft, Richmond American, 3.1/3.0. sales per mo.
50' SFD - 5,500 sq ft, Richmond American, 2.5/4.0. sales per mo.
45' SFD - 4,500 sq ft, Taylor Morrison, 4.0/1.7. sales per mo.

40' SFD - 4,000 sq ft, Century, 1.4/1.3. sales per mo.

50' SFD - 5,100 sq ft, KB Home, 2.1/2.0. sales per mo.

40' SFD - 2,000 sq ft, Richmond American, 4.0/NA. sales per mo.
. Patio Homes - 5,000 sq ft, CalAtlantic, 2.5/2.7. sales per mo.
55' SFD - 5,500 sq ft, Shea, 2.4/2.0. sales per mo.

. 65' SFD - 8,125 sq ft, Shea, 2.5/1.7. sales per mo.

60' SFD - 6,825 sq ft, Shea, 2.4/2.7. sales per mo.

72' SFD - 8,600 sq ft, Shea, 3.8/2.7. sales per mo.

40" SFD - 4,400 sq ft, Brookfield, 1.3/1.0. sales per mo.

60' SFD - 6,600 sq ft, CalAtlantic, 1.5/2.0. sales per mo.

. 70' SFD - 8,400 sq ft, CalAtlantic, 0.3/0.7. sales per mo.

75' SFD - 9,000 sq ft, CalAtlantic, 0.3/0.3. sales per mo.

—— 1.
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60' SFD
50' SFD
66' SFD
50' SFD
60' SFD
45' SFD
60'+ SFD
70+ SFD
55+ SFD
. 76'+ SFD
85' SFD -

- 8,100 sq ft, Lennar, 4.2/1.5. sales per mo.

- 5,500 sq ft, Richmond American, 3.4/2.3. sales per mo.
- 7,260 sq ft, Wonderland Homes, 1.7/1.7. sales per mo.
- 5,250 sq ft, Lennar, 2.2/2.3. sales per mo.

- 6,900 sq ft, Lennar, 1.5/1.7. sales per mo.

- 4,700 sq ft, Richmond American, 1.4/2.0. sales per mo.
- 8,000 sq ft, Shea, 1.8/3.0. sales per mo.

- 8,500 sq ft, Shea, 2.0/2.0. sales per mo.

- 7,000 sq ft, Shea, 2.5/2.3. sales per mo.

- 8,740 sq ft, Toll Brothers, 1.6/1.7. sales per mo.
8,500 sq ft, CalAtlantic, 3.5/2.0. sales per mo.
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Net Total Price Positioning: 50’ Subject Products (Jan. 2018)
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$700,000
Estimated Subject Prices (Jan 2018)
Terrain
$675,000 The Meadows B~
Stepping Stone 27 =
$650,000 Sterling Ranch 2
Castle Pines Valley
$625,000 Backcountry
The Highlands (Parker) }9___’0
$600,000 =T
$575,000
$550,000 o
)
Q
@ $525,000 ’\\., —
T o
S)
~  $500,000
5 ' 4
z s
$475,000 /
$450,000 {’\; ; :
$425,000
$400,000
$375,000 /
$350,000
$325,000
1,400 1,800 2,200 2,600 3,000
Unit Size (Square Feet)
Source: John Burns Real Estate Consulting, Community Sales Offices; Absorption = Historical/3 Month

== A 50' SFD Standard (Currently Lyon), 5,750 sq ft,
3.25/mo.

g 2 45' SFD - 4,500 sq ft, TriPointe, 1.5/1.0. sales
per mo.

et 3. 50" SFD - 5,500 sq ft, Tripointe, 1.9/2.0. sales per
mo.

e 4. 45' SFD - 4,950 sq ft, Richmond American,
3.1/3.0. sales per mo.

=== 5 50' SFD - 5,500 sq ft, Richmond American,
2.5/4.0. sales per mo.

e 6. 45' SFD - 4,500 sq ft, Taylor Morrison, 4.0/1.7.
sales per mo.

== 7. 40" SFD - 4,000 sq ft, Century, 1.4/1.3. sales per
mo.

=== 8. 50' SFD - 5,100 sq ft, KB Home, 2.1/2.0. sales
per mo.

g 9. 40" SFD - 2,000 sq ft, Richmond American,
4.0/NA. sales per mo.

e=—g===11. 55' SFD - 5,500 sq ft, Shea, 2.4/2.0. sales per
mo.

e==Om=s 0. 50" SFD - 5,500 sq ft, Richmond American,
3.4/2.3. sales per mo.

g 22. 50' SFD - 5,250 sq ft, Lennar, 2.2/2.3. sales per
mo.

= 4l = 24.45' SFD - 4,700 sq ft, Richmond American,
1.4/2.0. sales per mo.

e 27, 55'+ SFD - 7,000 sq ft, Shea, 2.5/2.3. sales per

3,400 mo.
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Total Price Positioning: 60’ Subject Products (Jan. 2018) REAL ESTATE CONSULTING
$800,000 | _ _ _
Estimated Subject Prices (Jan 2018) —4¢—B. 60' SFD Standard (Currently Lyon),
Terrain 7,500 sq ft, 3.25/mo.
$775,000 The Meadows
Stepping Stone
$750,000 | Sterling Ranch .
Castle Pines Valley =@ C. 60' SFD Luxury (Currently Lennar),
$725’000 | BaCkCOUntry 7,500 Sq ft, 300/m0
The Highlands (Parker) ~A
$700,000 |
—@—11. 55' SFD - 5,500 sq ft, Shea, 2.4/2.0.
$675,000 sales per mo.
$650,000
° —f—13. 60' SFD - 6,825 sq ft, Shea, 2.4/2.7.
L $625,000 sales per mo.
a
£ $600,000
= -=@- 16. 60" SFD - 6,600 sq ft, CalAtlantic,
2 $575,000 1.5/2.0. sales per mo.
$550,000
—@—17.70' SFD - 8,400 sq ft, CalAtlantic,
$525,000 0.3/0.7. sales per mo.
$500,000
—4¢—19. 60' SFD - 8,100 sq ft, Lennar, 4.2/1.5.
$475,000 sales per mo.
$450,000 "\Y
21. 66' SFD - 7,260 sq ft, Wonderland
$425,000 Homes, 1.7/1.7. sales per mo.
$400,000
1,800 2,200 2,600 3,000 3,400 3,800 4,200

Unit Size (Square Feet)

Source: John Burns Real Estate Consulting, Community Sales Offices; Absorption = Historical/3 Month

=d= 23.60' SFD - 6,900 sq ft, Lennar, 1.5/1.7.
sales per mo.
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Total Price Positioning: 70’ Subject Products (Jan. 2018) REAL ESTATE CONSULTING

$850,000 | Estimated Subject Prices (Jan 2018)
Terrain
The Meadows

$825,000 Stepping Stone

The Highlands (Parker)

Sterling Ranch
$800,000 Castle Pines Valley
Backcountry /

$775,000

$750,000

$725,000 /,/

$700,000 La

$675,000
/

Net Total Price

$650,000 /

$625,000

$600,000 e

\\ \\

$575,000
$550,000 // /../I
$525,000 e o
$500,000 4
1,800 2,200 2,600 3,000 3,400 3,800

Unit Size (Square Feet)
Source: John Burns Real Estate Consulting, Community Sales Offices; Absorption = Historical/3 Month

—4=D. 70' SFD Standard (Currently Lyon), 9,450 sq
ft, 2.50/mo.

=>¢=E. 70' SFD Luxury (Currently Weekley), 9,450 sq
ft, 2.00/mo.

=—1. 70' SFD - 8,400 sq ft, Century, 1.2/1.3. sales
per mo.

——14.72' SFD - 8,600 sq ft, Shea, 3.8/2.7. sales
per mo.

=8—17. 70' SFD - 8,400 sq ft, CalAtlantic, 0.3/0.7.
sales per mo.

—#—18. 75' SFD - 9,000 sq ft, CalAtlantic, 0.3/0.3.
sales per mo.

4,206=—==28. 76'+ SFD - 8,740 sq ft, Toll Brothers, 1.6/1.7.

sales per mo.
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Total Price Positioning: 80" and 100" Subject Products (Jan. 2018) REAL ESTATE CONSULTING
$1,500,000 Estimated Subject Prices (Jan 2018) ===F. 80" SFD Luxury (Currently Toll), 11,200 sq ft,
$1,450,000 Terrain 1.50/mo.

The Meadows
$1,400,000 Stepping Stone //.
Sterling Ranch // —8—-G. 100' SFD L C &S 15,000
$1,350,000 Castle Pines Valley — : uxury (Custom & Spec), 15,
Backcountry sq ft, 0.50/mo.
$1,300,000 The Highlands (Parker)
$1,250,000 =#—1. 70' SFD - 8,400 sq ft, Century, 1.2/1.3. sales
$1,200,000 permo.
$1,150,000
—¢—14. 72' SFD - 8,600 sq ft, Shea, 3.8/2.7. sales
.8 $1,100,000 per mo.
2 $1,050,000
g
IE $1,000,000 =8—17. 70' SFD - 8,400 sq ft, CalAtlantic, 0.3/0.7.
3 sales per mo.
Z  $950,000 ' )\'/1\ P
$900,000 i ]
—4—18. 75' SFD - 9,000 sq ft, CalAtlantic, 0.3/0.3.
$850,000 sales per mo.
$800,000 /A s
$750,000 / 26. 70'+ SFD - 8,500 sq ft, Shea, 2.0/2.0. sales
./'/ per mo.
$700,000 “
$650,000 =28, 76'+ SFD - 8,740 sq ft, Toll Brothers, 1.6/1.7.
$600,000 sales per mo.
$550,000 +—
2,000 2,400 2,800 3,200 3,600 4,000 4,400 4,800 5,200 5,600 6,000 29. 85' SFD - 8,500 sq ft, CalAtlantic, 3.5/2.0.
Unit Size (Square Feet) sales per mo.
Source: John Burns Real Estate Consulting, Community Sales Offices; Absorption = Historical/3 Month




Summary of Key Comparables
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JBREC surveyed actively selling new home communities in the following master plans to evaluate pricing assumptions and reasonable sale paces
for Canyons South. The following summarizes key results from our survey in January 2018. Detail regarding surveyed master plans including plan-
by-plan pricing is presented in Appendix B of this analysis.

PRODUCT PRICE PRICE/SF | Payment Pace

# MPC Competitor Builder Units| Dimensions A\Q'F:g:a'e S:(_];V‘_ S'—(:‘g:t Base Incentive % Incentive Options % Options Premiums % Premiums  Net Total Base Total Monthly | L3M Overall
1 Terrain 70' SFD Century 67 70" x 120' 2,897 2,515 3,260 $487,950 ($15,000) -3.1% $25,000 5.1% $30,000 6.1% $527,950 $163 $182 $2,517 13 12
2 Terrain 45' SFD TriPointe 157 45' x 100 2,391 2,059 2,788 $391,700 ($5,000) -1.3% $10,000 2.6% $5,000 1.3% $401,700 $162 $168 $1,930 1.0 15
3 Terrain 50' SFD Tripointe 100 50" x 110 2,585 2,018 3,139 $428,067 ($5,000) -1.2% $20,000 4.7% $10,000 2.3% $453,067 $164  $175 $2,169 20 19
4 Terrain 45' SFD Richmond American 75 45'x 110 2,182 1,981 2,365 $390,200 ($11,706) -3.0% $39,020 10.0% $7,500 1.9% $425,014 $174 $195 $2,038 3.0 31
5 Terrain 50' SFD Richmond American 60 50" x 110" 2,577 1,890 3,000 $427,664 ($12,830) -3.0% $42,766 10.0% $10,000 2.3% $467,601 $161 $181 $2,237 40 25
6 Terrain 45' SFD Taylor Morrison 101 45'x 100’ 2,471 1,932 3,000 $412,590 ($7,000) -1.7% $41,259 10.0% $6,000 1.5% $452,849 $164  $183 $2,168 1.7 40
7 The Meadows 40' SFD Century 98 40' x 100 2,038 1,560 2,641 $371,283 ($10,000) -2.7% $15,000 4.0% $15,000 4.0% $391,283 $177 $192 $1,889 13 14
8 The Meadows 50' SFD KB Home 160 50'x 110" 2,242 1,722 2,839 $449,755 $0 0.0% $60,000 13.3% $14,000 3.1% $523,755 $201 $234 $2,505 20 21
9 The Meadows 40' SFD Richmond American 149 40" x 50’ 1,739 1,700 1,802 $393,617 ($26,809) -6.8% $22,500 5.7% $5,000 1.3% $394,308 $211 $227 $1,935 NA 40
10 The Meadows Patio Homes CalAtlantic 69 50" x 100' 1,994 1,714 2,144 $572,461 ($42,500) -7.4% $0 0.0% $15,000 2.6% $544,961 $266 $273 $2,759 27 25
11 Stepping Stone 55' SFD Shea 192 55'x 100" 2,112 1,863 2,384 $429,400 ($5,000) -1.2% $30,000 7.0% $5,000 1.2% $459,400 $201 $218 $2,342 20 24
12 Stepping Stone 65' SFD Shea 138 65'x 125' 2,739 2,488 3,110 $512,900 ($5,000) -1.0% $40,000 7.8% $17,500 3.4% $565,400 $185 $206 $2,853 17 25
13 Stepping Stone 60' SFD Shea 60 60" x 105 2,449 2,103 2,726 $520,275 ($5,000) -1.0% $55,000 10.6% $10,000 1.9% $580,275 $210  $237 $2,925 27 24
14 Stepping Stone 72' SFD Shea 119 72'x 119' 3,701 3,172 4,153 $608,100 ($5,000) -0.8% $50,000 8.2% $12,000 2.0% $665,100 $163 $180 $3,333 27 38
15 Sterling Ranch 40' SFD Brookfield 22 40'x 110 1,999 1,786 2,159 $524,680 ($3,500) -0.7% $11,000 2.1% $16,200 3.1% $650,304 $261 $325 $3,134 1.0 13
16 Sterling Ranch 60' SFD CalAtlantic 60 60" x 110 2,212 1,986 2,328 $563,390 ($35,000) -6.2% $64,000 11.4% $0 0.0% $592,390 $239 $268 $2,855 20 15
17 Sterling Ranch 70' SFD CalAtlantic 6 70'x 120" 3,106 2,539 3,703 $666,190 ($35,000) -5.3% $90,000 13.5% $15,000 2.3% $736,190 $203 $237 $3,548 0.7 03
18 Sterling Ranch 75' SFD CalAtlantic 9 75'x 120" 3,131 2,873 3,249 $714,240 ($35,000) -4.9% $100,000 14.0% $20,000 2.8% $799,240 $217 $255 $3,852 03 03
19 Sterling Ranch 60' SFD Lennar 41 60" x 135 3,125 2,258 4,155 $620,650 ($5,000) -0.8% $20,000 3.2% $10,000 1.6% $645,650 $197 $207 $3,112 15 42
20 Sterling Ranch 50' SFD Richmond American 148 50'x 110" 2,700 1,900 3,200 $530,750 ($35,000) -6.6% $79,613 15.0% $21,000 4.0% $596,363 $184 $221 $2,874 23 34
21 Sterling Ranch 66' SFD Wonderland Homes 39 66'x 110" 3,127 2,898 3,332 $634,900 ($3,000) -0.5% $55,000 8.7% $15,000 2.4% $701,900 $202 $224 $3,383 17 17
22 Castle Pines Valley 50' SFD Lennar 94 50' X 105' 2,599 1,974 3,083 $569,400 ($5,000) -0.9% $12,500 2.2% $5,000 0.9% $581,900 $217 $224 $2,833 23 22
23 Castle Pines Valley 60' SFD Lennar 81 60'x 115' 3,123 2,258 4,122 $632,900 ($5,000) -0.8% $28,500 4.5% $10,000 1.6% $666,400 $201 $213 $3,245 17 15
24 Backcountry 45' SFD Richmond American 54 45' X105 3,010 2,840 3,150 $596,950 ($17,909) -3.0% $53,726 9.0% $25,000 4.2% $657,767 $192 $219 $3,413 20 14
25 Backcountry 60+ SFD Shea 120 8,000 3,123 2,604 3,594 $617,200 ($10,000) -1.6% $50,000 8.1% $30,000 4.9% $687,200 $194  $220 $3,553 3.0 18
26 Backcountry 70+ SFD Shea 30 8,500 3,522 2,830 3,908 $740,167 ($10,000) -1.4% $150,000 20.3% $60,000 8.1% $940,167 $207 $267 $4,751 20 20
27 Backcountry 55+ SFD Shea 90 7,000 2,652 2,221 3,415 $611,933 ($10,000) -1.6% $122,387 20.0% $45,000 7.4% $769,320 $227 $290 $4,230 23 25
28 The Highlands 76'+ SFD Toll Brothers 54 76' X115 3,759 3,405 3,999 $594,495 $0 0.0% $125,000 21.0% $65,000 10.9% $784,495 $158 $209 $3,830 17 00
29 Inspiration 85' SFD CalAtlantic 110 85' x 100" 2,281 1,856 2,735 $485,832 ($7,500) -1.5% $75,000 15.4% $25,000 5.1% $578,332 $210 $254 $2,801 20 35

Competition Average 2,675 2,239 3,086 $534,470 ($12,854) -2.4% $51,285 9.2% $18,076 3.2% $594,492 $197 $224 $2,931 19 22

Competition Median 2,599 2,059 3,110 $530,750 ($7,500) -1.5% $42,766 8.7% $15,000 2.4% $581,900 $201 $220 $2,855 20 21
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Douglas County Future Supply
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Competitive Lot Supply (Douglas County) JP@AL ESThE'CONsiﬁNe

* When Canyons South’s home sales start in March 2020, our research indicates most existing competition in key master plans
will be built-out or close to built-out. The table summarizes key master planned communities in the competitive market area (CMA),
the total number of homes in those master plans, and the number of units remaining as of 1/4/18. Per this analysis, there is 2.0 to 2.7
years of supply in key master planned communities including Terrain, Stepping Stone, and The Meadows. Additional longer term supply
is likely to be available within master plans such as Sterling Ranch and Inspiration, but these communities represent less relevant
competitive supply. Sterling Ranch is included in this report as a point of reference for price and segmentation, but JBREC considers this
master plan to be less of a true “competitor” for Canyons South. Our research indicates the South Douglas County and Castle Rock
buyers are loyal to this area and that the buyer profile in Sterling Ranch is different.

» Builders and brokers we surveyed indicate a strong demand or interest for finished lots in the competitive market. Homebuilders
in the local market recognize the aforementioned potential supply constraints in the CMA and also recognize that the Developer is one of
only three local entities (Newland and Sterling Ranch Development are the others) willing to deliver finished lots on a consistent basis, a
factor that we expect enhances the opportunity for the Developer at Canyons South.

* We identified four key master plans proposed for the CMA. These include Canyons South as well as Canyons North (currently
controlled by Shea Homes), Lagae Ranch, and Hess Ranch. Lagae Ranch is the smallest (just 231 lots) and our research indicates most
if not all of these lots are already committed to homebuilders. It is unclear as to whether Shea Homes will make future lots available to
other production homebuilders. These three communities combine for a total of 6,188 units, meaning that the 968 lots the Developer
would control at Canyons South represents about 16% of future inventory in the local market.

DOUGLAS COUNTY, CO
Source: Douglas County Department of Community Development, JBREC. (as of 1/4/2018)

POTENTIAL | HOMES |REmaining| AYVE:HOME 1 \nuAL
MASTERPLAN SFD LOTS solp | seoLors | SAEESPER | quppLy
YEAR

Under Development
The Meadows® 6,360 5,731 629 231 2.7
Terrain® 655 392 263 131 2.0
Stepping Stone® 900 607 293 133 2.2
Sterling Ranch (Near Term)* 2,160 97 2,063 325 6.3

Totals/Averages 10,075 6,827 3,248 820 4.0
Proposed
Subject - Canyons South® 968 0 968
Canyons North® 2,500 0 2,500
Lagae Ranch’ 231 0 231
Hess Ranch® 2,489 0 2,489

Totals/Averages 6,188 0 6,188
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Compe’ri’rive Lot Supply - Notes JP@AL EST!\;;CONSLIE/ING

The following footnotes relate to the lot supply table on the previous page.

1/ The Meadows: 6,360 platted SFD lots as of 1/1/17 (most recent data available); could include up to 10,800 residential units

2/ Terrain: Included 1,300 remaining residential units as of 1/1/15. Remainder proposed for 300 apartments, 345 age-restricted, and 655 SFD lots
3/ Stepping Stone: Awerage home sales per year consistent with 2017; includes one builder (Shea Homes)

4/ Sterling Ranch: 784 lots in first filing and 1,376 lots in new filings; up to 12,050 residential units at build-out

5/ Canyons South: 968 single-family detached homesites

6/ Canyons North: Up to 2,500 residental units, lot development to start in 2018 and first homes to be complete in 2019

7/ Lagae Ranch: May be entitled for up to 400 multi-family, 231 SFD

8/ Hess Ranch: Zoning for up to 2,489 residential units
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The table highlights remaining supply in the incorporated portions of Douglas County. Castle Rock is highlighted as the most relevant to the
Subject. While the Subject is not technically within incorporated Castle Rock (it is in the “Non-Urban” portion of Douglas County immediately
to the east), Canyons South is well within Castle Rock’s sphere of influence. The key competitive master plans referenced in this analysis
including The Meadows and Terrain are within incorporated Castle Rock. Based on the calculations shown below, incorporated Castle Rock
includes about 3.9 years of lot supply (assuming the number of single family building permits issued over the last 12 months represented a
reasonable proxy for activity there). More than half of this existing supply will be built-out by the time Canyons South comes to market.

DOUGLAS COUNTY, CO - SINGLE FAMILY DETACHED RESIDENTIAL LOTS
CURRENT AS OF 12-1-2017
Source: Douglas County Department of Community Development.
BUILT EST.
DOUGLAS COUNTY SINGLE-FAMILY PILA(‘)-I:I_TSED HOUSING REMAINING BUIII:_LZDI:ANG ANNUAL
INCORPORATED 12/1/17 UNITS PLATTED PERMITS SUPPLY
12/1/17 LOTS
Incorporated Areas
Castle Rock 20,107 17,198 2,909 738 3.9
Aurora 1,051 471 580 208 2.8
Castle Pines 3,456 3,075 381 40 9.5
Larkspur 52 51 1 1 1.0
Littleton 0 0 0 0 0.0
Lone Tree 2,932 2,858 74 21 3.5
Parker 15,468 14,066 1,402 348 4.0
Incorporated Totals/Averages 43,066 37,719 5,347 1,356 3.9

The Douglas County Department of Community Development defines a “platted lot” as approved with the plat recorded with the Clerk &
Recorder.



Douglas County Future Supply — Unincorporated Areas
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Canyons South is the largest new project in Non-Urban Douglas County. The Unincorporated Non-Urban area of Douglas County contains
about 2,713 platted lots including 425 currently platted lots in Canyons South (another 543 Subject lots are zoned but not platted). Per
Douglas County, remaining Non-Urban platted lots are primarily within plats of fewer than 125 lots, typically including 2 to 60 lots. These
plats collectively represent substantial supply, but do not represent significant opportunities for production homebuilders looking for a consistent

supply of lots in this market and with the benefits of being in a master planned community.

DOUGLAS COUNTY, CO - SINGLE FAMILY DETACHED RESIDENTIAL LOTS
CURRENT AS OF 12-1-2017
Source: Douglas County Department of Community Development.
BUILT EST.
DOUGLAS COUNTY SINGLE-FAMILY PLL%TTTSED HOUSING REMAINING BULIEEI:ANG ANNUAL
UNINCORPORATED 12/1/17 UNITS PLATTED PERMITS SUPPLY
12/1/17 LOTS
Unincorporated Areas
Non-Urban (includes 425 lots in Canyons South) 11,630 8,917 2,713 144 18.8
Primary Urban Area (includes Highlands Ranch) 33,094 32,211 883 523 1.7
Castle Pines Separated Urban Area 1,641 1,479 162 18 9.0
Pinery Separated Urban Area 4,525 4,126 399 16 24.9
Roxborough Separated Urban Area 3,563 3,277 286 18 15.9
Castle Rock Municipal Planning Area 263 236 27 0 0.0
Parker Municipal Planning Area 4,515 4,064 451 39 11.6
Chatfield Urban Area (includes Sterling Ranch) 779 28 751 180 4.2
Unincorporated Totals/Averages 60,010 54,338 5,672 938 6.0

The Douglas County Department of Community Development defines a “platted lot” as approved with the plat recorded with the Clerk &
Recorder. Estimates of platted lots in unincorporated areas provided by Douglas County exclude lots that the Community Development

Department considers “over-zoned,” or unlikely to be built due to various restraints.



Douglas County Land Use Plan
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The map shows land use types according to Douglas County’s Comprehensive Master Plan. Canyons South is located within the

Unincorporated Castle Rock area.

Land Use

Map 1.1
Comprehensive Master Plon 2035
Revised August 2014
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Conceptual Buildout (Home SQ'GS) . Canyons South REAL ESTATE CONSULTING
Subject Product (Lot Size) f;;"stsé Sjisér Sféisr/ 2020 | 2021 | 2022 | 2023 | 2024 | 2025 | 2026 | 2027 | 2028 | 2029
50' SFD Standard (Currently Lyon) 3.25 9.8 39.0 0
60' SFD Standard (Currently Lyon) 3.25 9.8 39.0 27 39 39 39 36 0 0 0 0
60' SFD Luxury (Currently Lennar) 3.00 9.0 36.0 30 36 36 1 0 0 0 0 0 0
70' SFD Standard (Currently Lyon) 2.50 7.5 30.0 26 30 30 14 0 0 0 0 0 0
70' SFD Luxury (Currently Weekley) 2.00 6.0 24.0 17 24 13 0 0 0 0 0 0 0
70' SFD Luxury (TBD) 3.00 9.0 36.0 0 0 11 30 36 36 36 36 25 0
80' SFD Luxury (Currently Toll) 1.50 4.5 18.0 14 18 18 4 0 0 0 0
80' SFD Luxury (TBD) 1.50 45 18.0 0 0 0 14 18 18 10 0 0
100" SFD Luxury (Custom & Spec) 0.50 1.5 6.0 5 6 6 6 6 6 6 6 6 4
TOTAL ANNUAL SALES| 16.00 48.0 192.0 146 192 192 147 102 60 52 42 31 4

Per the Developer, we assume Subject home sales begin in March 2020 and that the community amenity center opens in summer/fall
2020.

 JBREC’s product expectations for Canyons South include a product and lot mix that is consistent with the Developer’'s current
program. Changes in builders and site planning could impact the build-out modeled in this analysis.

» JBREC believes it is reasonable to target approximately 192 annual new home sales per year at Canyons South in peak years. Atthe
targeted pace, the build-out indicates a capture a peak of 1.8% of future home sales in the Denver MSA’s new home market. The
capture rate is well established in the Douglas County market with master plans such as Inspiration and Terrain capturing similar
volumes with a similar number of points of sale (there are currently six in Inspiration and six in Terrain with the actual number
fluctuating periodically as neighborhoods enter each master plan or sell out).

The table above represents the sale of new homes from production builders to home purchasers. We assume lot sales occur six months
prior to the start of home sales. Builders in this market are typically purchasing lots in phases of 75 to 150 homesites, but in an
environment where lot inventory is limited, some builders may choose larger neighborhoods.



Elasticity of Demand
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Each point on the graph represents the an actively selling new home product series from our survey. The graphic measures each project’s
absorption rate (overall and over the last 3.0 months) versus that project’s average total price. Targeted absorption rates for the Subject product
lines are shown for perspective. Sales paces for the Subject products are generally consistent with what would be expected for comparable
homes in the competitive market.
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Absorption Projections: Market Context
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The tables reflects approximate market capture rates of annual new home sales for selected larger scale master planned communities in the
Denver MSA. At the proposed build-out, JBREC expects Canyons South could capture a peak of 1.8% of all new home sales in Denver
going forward. The capture rate is reasonable and is established in the market.

HISTORICAL MARKET CAPTURE OF NEW HOME SALES IN DENVER MSA (2010 - 2017)

MASTERPLAN 2011 2012 2013 2014 2015 2016 2017 Avg

Green Valley Ranch +-4%  +/-5% +[-4% +/-4% +/-4%  +/-4%
Highlands Ranch +/-6% +/-11% +/-4% +/-4% +/-3% +/-1% +/-2% +/-4%
Inspiration +-1% +/-2% +/-1%
Leyden Rock +-4% +/-4% +/-3% +/-4%
The Meadows +-4% +/-5% +/-4% +/-4% +/-4% +/-3% +/-2%  +/-4%
Stapleton +-9% +/-11% +/-9% +/-8% +/-9% +/-5% +/-8%  +/-8%
Terrain +/-2%  +/-2% +/-1% +/-2%  +/-2%

Source: JBREC; estimated market capture rates are rounded.
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Absorption Projections: Market Context
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JBREC'’s analysis suggests a peak 1.8% capture rate of the future Denver market, with the MSA’s total new home sales of an estimated +/-
10,900 transactions per year. The capture rate is similar to Terrain, which represents a reasonable comparable for community build-out. The
Meadows is a larger master plan and achieved a higher sales totals at its peak. Future home sales in the competitive market are likely to
come from on-going sales at Terrain and Inspiration (Newland Communities) and from Canyons North (Shea Homes) and Lagae.

Annual New Percent Implied Sales (% Capture) Subject Estimated Implied
Home Closings Change 1.50% 1.75% 2.00% SEEH] Capture

2011 4,074

2012 4,659 14.4%

2013 6,304 35.3%

2014 6,557 4.0%

2015 7,655 16.7%

2016 8,694 13.6%

2017 9,067 4.3% 136 159 181
2018 P 10,500 15.8% 158 184 210
2019 P 11,400 8.6% 171 200 228
2020 P 11,500 0.9% 173 201 230 146 1.3%
2021 P 10,900 -5.2% 164 191 218 192 1.8%
2022 P 10,900 0.0% 164 191 218 192 1.8%
2023 P 10,900 0.0% 164 191 218 147 1.3%
2024 P 10,900 0.0% 164 191 218 102 0.9%

Min 4,074

Max 11,500
Median 9,784
Awverage 8,858




Location Analysis
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Location Analysis — Proximity to Employment
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Canyons South is approximately a +/- 30 minute drive to employment nodes in surrounding towns) and a +/- 45 minute drive to major
employment concentrations in Denver and Colorado Springs. It is generally within a 45-minute commute of the Denver Tech Center on non
Toll Roads (within 35 minutes using the E-470 toll road), one of the largest job centers in all of Denver and offers the benefit of a commute
north on Highway 83 (versus Interstate 25).

TOP EMPLOYERS

Rank Employer Employees
1 HealthONE 10,180
2 UCHealth: University of 6,550

Colorado Hospital
3 Centura Health 5,980
4 Lockheed Martin 5,900
5 CenturyLink 5,840
6 United Airlines 5,500
7  Children's Hospital Colorado 5,250
8  Kaiser Permanente 5,190
9 Comcast Corporation 5,130
10 University of Denver 3.830

Source: Metro Denver Economic
Development Carporation
Metro Denver EDC Largest Employers 2016-

2017

Date: 05/01/2016
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22,948
12,807
6,389
2,330
34

to
o
to
to

to

32,407
22,848
12,906
6,388
2,320

2017 Total {SIC01-29) Employees by

\\ ,.J ] .\?\’_':3[\\ \{_,.‘§ LI J
e -~ i eto o 1\'
\ , e Denver Tech Center 4 A-
’,\&\‘ [ Villqge _L :
- |
. '\l e

\
Seuth) : ,
_ ¥ & | Loty -} :
= / ~ — . ) /l
a L A U R 20-minute drive ML

46



JOHN [{<BURNS

REAL ESTATE CONSULTING

Denver School District Comparison

Canyons South is within the Douglas County school district, which is an advantage relative to other areas in Denver. Douglas County was the
only school district with over 30,000 students in Colorado to earn an Accredited with Distinction rating. Only 25 of the 185 school districts in
Colorado received an accreditation with distinction in the district performance framework, which measure student performance in academic

achievement, academic growth, academic growth gaps and post-secondary and workforce readiness. Douglas counted tested above the
state average in Writing, Reading, and Math.

2014 District Accreditation Map

Denver MSA School Districts

2014 %
Points Earned

DISTRICT NAME
DEER TRAIL 26J

2014 Final Plan Type Category

LITTLETON 6

KIOWA C-2

|DOUGLAS COUNTY RE 1

BIG SANDY 100J 78.5 Accredited
LIMON RE-4J 77.9 Accredited
GILPIN COUNTY RE-1 76.5 Accredited
CLEAR CREEK RE-1 76.1 Accredited
PARK COUNTY RE-2 76.0 Accredited
CHERRY CREEK 5 75.8 Accredited

PLATTE CANYON 1

75.4 Accredited

ELBERT 200 72.6 Accredited
STRASBURG 31J 71.1 Accredited
ELIZABETH C-1 70.2 Accredited
JEFFERSON COUNTY R-1 68.5 Accredited
BYERS 32J 66.5 Accredited
BENNETT 29J 62.8 Accredited with Improvement Plan
SCHOOL DISTRICT 27J 57.5 Accredited with Improvement Plan
DENVER COUNTY 1 54.4 Accredited with Improvement Plan
J SHERIDAN 2 48.8 Accredited w/Priority Improvement Plan

r ‘ WESTMINSTER 50 46.8 Accredited w/Priority Improvement Plan

MAPLETON 1

46.0 Accredited with Improvement Plan

45.2 Accredited with Improvement Plan

44.7 Accredited w/Priority Improvement Plan

42.7 Accredited w/Priority Improvement Plan
Accredited

ENGLEWOOD 1
ADAMS-ARAPAHOE 28J
ADAMS COUNTY 14
AGATE 300

A
.'!i-
i m-"l

L s

Accredited with Improvement Plan

B Accredited with Turnaround Plan

Writing Reading Math  Score
Douglas County School District (Subject) | 66% 80% 69% 72%

Denwer State Average 54% 69% 56% 60%
! Score = 2014% Proficient and Advanced

2014 Final Plan Type Category

B Accredited with Disfinction

B Accredited

B Accredited wiPriority Improvement Plan

2 Ranked based on score; higher score = 1, lower score =5
Source: http://mww.cde.state.co.us/assessment/CoAssess-DataAndResults

www.realestateconsulting.com



School Scores
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The Subject’s assigned schools are equivalent to Terrain, and similar in ranking to The Meadows and Sterling Ranch.

Elementary

Project District Elementary Great Schools
Canyons South - Subject Douglas County Sage Canyon 4
Backcountry at Highlands Ranch  Douglas County Stone Mountain 9
Stepping Stone Douglas County Prairie Crossing 7
Castle Pines Valley Douglas County Buffalo Ridge 7
The Meadows Douglas County Soaring Hawk 6
Sterling Ranch Douglas County Roxborough 5
Terrain Douglas County Sage Canyon 4

Project District Middle Great Schools
Canyons South - Subject Douglas County Mesa 3
The Meadows Douglas County Castle Rock 5
Castle Pines Valley Douglas County Rocky Heights 5
Sterling Ranch Douglas County Ranch View 4
Backcountry at Highlands Ranch  Douglas County Ranch View 4
Terrain Douglas County Mesa 3
Stepping Stone Douglas County Sierra 3

High School

Project District High School Great Schools
Canyons South - Subject Douglas County Douglas County HS 7
Sterling Ranch Douglas County ThunderRidge 8
Backcountry at Highlands Ranch  Douglas County ThunderRidge 8
Terrain Douglas County  Douglas County HS 7
The Meadows Douglas County Castle View 7
Castle Pines Valley Douglas County Rock Canyon 7
Stepping Stone Douglas County Chaparral 6

Source: JBREC, GreatSchools
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Nearby Retail and Amenities JREJREAL EST!\E:ONSFENG

The Subject is a short drive to amenities and services. Grocers such as King Soopers and Sprouts are a short drive from the Subject.
The CanAm Hwy (Hwy 25) is around 3.0 miles from the Subject. Many retailers are already in place to meet the growing population in
Castle Rock.

www.realestateconsulting.c
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Denver MSA Housing Market Trends
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Market Definitions

Housing market, economic and demographic data provided in this analysis is for the Denver-
Aurora-Lakewood, CO Metropolitan Statistical Area (“Denver MSA”). The MSA includes 10
Colorado counties: Denver County, Arapahoe County, Jefferson County, Adams County, Douglas \ '
County, Broomfield County, Elbert County, Park County, Clear Creek County, and Gilpin County. Douglas
The Canyons South master plan is located within Douglas County as defined below. County

i

PARKER

The Denver-Aurora-Lakewood, CO Metropolitan Statistical Area does not include Boulder County | & o
(defined as the Boulder MSA). Between 2005 and 2015 there were an average 610 new home
sales per year in the Boulder MSA.
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=l

5-Miles

s Cofafhdo Blv

Radius [SEEEEEE

Cherry
Hills Village
Littieton

{Denver | .|
A Aurofa
|

eeeeeee
|

n Calyl % I columbine

Littletol”

Colorado/
Springs

51



JOHN [{55BURNS
Denver MSA: Current Market Conditions — March 2018 REAL ESTATE CONSULTING

Denver remains Normal; however, we are evaluating an upgrade to Strong. Entry-level builders on the north and east sides of
Denver report robust sales, and builders on the desirable south side are metering lot releases. The pricing environment is stable, but
YOY appreciation has eased from the past few years. Resale months of supply remains abysmally low, and single-family rental
occupancies are the highest in the county.

Affordability worsens. Denver sits at 9.6 on our Burns Affordability Index™, where 0-1 is the 10% most affordable months in the
market’s history, 5 is the median, and 9-10 is the 10% least affordable months. Affordability has rapidly deteriorated from an 8.9 rating
just one year ago. We forecast a 9.7 affordability rating in 2018, the worst in Denver’s history.

Apartment rental market is overpriced. Our Burns Intrinsic Apartment Rent Index™ measures apartment rents relative to the
metro’s own historical rent-to-income ratio. Denver rents are currently 8% overpriced assuming our 18% intrinsic rent-to-income ratio.
We project the market will be 11% overpriced by 2020 as rents rise due to increased demand and limited supply, which may turn
some renters into home buyers.

Lennar controls 15% of open communities post-acquisition of CalAtlantic, making them the largest builder in Denver.
Previously, Lennar held the 6th spot with 15 open communities, while CalAtlantic stood at 2nd with 23 communities. The combined 38
communities represent a 9% increase YOY compared to the total number of Lennar and CalAtlantic communities one year ago.
Lennar may adjust its community count while optimizing its metro footprint.

52



JOHN [{55BURNS
Denver MSA: Housing Cycle Risk Index™ REAL ESTATE CONSULTING

JBREC'’s Housing Cycle Risk Index (HCRI) is a measure of housing market fundamentals in a given market. The HCRI for the Denver,
MSA is currently Normal Risk but is projected to worsen to High-Risk through 2021. Movements from Normal Risk to High Risk are
indicative of markets where the level of investment risk is increasing as in the case of the Denver MSA. This index is broad and not all

products and price points will react the same. JBREC projects continued, but slowing year-over-year price appreciation in the Denver
MSA through 2021.

Annual

Monthly
Housing Cycle Risk Index™ Housing Cycle Risk Index™
Very Low Very Low
Risk Risk
Low Risk Low Risk
Normal Normal
Risk Risk
High Risk High Risk
‘ery High Very High
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Paositive Value Appreciaiion [l Negative Value Appreciation

Our Housing Cycle Risk Index (HCRI) measures the health of market fundamentals (i.e.. demand. supply. and affordability) and gauges investment risk within a housing market. For example. Average indicates
relatively normal rizk levelz, while Poor indicates a high level of risk. When the HCRI increazes from High Rizk (below average fundamentals) to Low Rizk (good fundamentals), it iz time to invest. When the index fallz
from Low Rizk to High Risk. it is time to divest. When the HCRI iz improving and has reached Normal Rizk or better. we recommend investing with optimizm. including long-term investments.
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The Denver MSA issued about 23,000 total building permits in 2017, about 4% year-over-year increase. We expect total annual permit
issuances to remain stable through 2020, with annual single-family permits increasing and multifamily permits decreasing. In 2021, we
expect a modest pull-back in total permits (both single-family and multifamily).

Residential Building Permit Issuances (12-Month Rolling): Denver, CO
m Single-Family Permits  m Multifamily Permits
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Sources: U.S. Census Bureau; John Burns Real Estate Consulting, LLC (Data as of January 2018, projections as of March 2018)

Permit History & Projections 2012 2013 2014 2015 2016 2017 Current  2018P
Single-Family Permits 3,660 3,630 5,606 6,965 8,064 9,324 10,247 11,083 11,363 12,000 12,900 13,100 12,600
1-Year Growth Rate 34% -1% 54% 24% 16% 16% 10% 8% 11% 8% 8% 2% -4%
Multifamily Permits 1,382 3,043 8,154 8,510 7,703 9,002 11,700 11,826 = 12,186 10,800 9,800 9,600 9,000
1-Year Growth Rate -1% 120% 168% 4% -9% 17% 30% 1% 4% -9% -9% -2% -6%
Total Permits 5,042 6,673 13,760 15,475 15,767 18,326 21,947 22,909 23,549 22,800 22,700 22,700 21,600
1-Year Growth Rate 23% 32% 106% 12% 2% 16% 20% 4% 7% 0% 0% 0% -5%
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About 3,800 listings are on the market today, representing less than a 1.0 month supply of homes at today’s sales volumes. A four- to
five- month supply of units is considered an equilibrium in the resale market, indicating that the market is significantly under-supplied.

Lower levels of resale supply will push more buyers toward new-home communities, and also provides underlying support for rising
home values.

Monthly Home Inventory (Existing): Denver, CO
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The Employment to Permit (E/P) ratio measures the number of new jobs created for each building permit issued and is a strong indicator
of housing supply and demand. The E/P ratio for the Denver MSA is currently 1.2, where an E/P ratio of 1.2 to 1.4 represents a balanced
market. Based on projections for the Denver MSA, JBREC anticipates relatively balanced E/P ratios through 2020. In 2021, we anticipate
a decrease in the E/P ratio as annual employment growth decreases.

Employment / Permit Ratio: Denver, CO
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While new home sales volume has trended up since 2011, total new home sales (all product types) have been low over the past few
years relative to historical norms (most recently due to a lack of supply, not a lack of demand). With continued albeit slower job growth,
sales are expected to continue growing through 2020. The median new home price is currently at an all-time high of $490,700. Median
new home prices rose 10% in 2015, 6% in 2016, and 3% in 2017. JBREC is forecasting much more modest price appreciation over the
next four years.

Annual New Home Sales vs. Median Price: Denver, CO
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Sources: Corelogic, Texas Real Estate Center, M.O.R.E, RB Intel, NAR, Various MLS’s; John Burns Real Estate Consulting, LLC (Data as of January 2018, projections as of March 2018)

New Home Projections 2010 2011 2012 2013 2014 2015 2016 2017 Current 2018P 2019P 2020P
Annualized New Home Sales 4,129 4,074 4,659 6,304 6,557 7,655 8,694 9,067 9,086 10,500 11,400 11,500 10,900
1-Year Growth Rate -11% -1% 14% 35% 4% 17% 14% 4% 3% 16% 9% 1% -5%
Median New Home Price $299,000 $309,600 $341,800 $377,500 $401,300 $442,300 $468,500 $483,400 $490,700 n/a na na n/a

1-Year Growth Rate 3% 4% 10% 10% 6% 10% 6% 3% -12%
New Home Price Appreciation Forecast n/a n/a n/a n/a n/a n/a n/a n/a n/a 4.9% 2.8% 2.0% 0.5%
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Due to supply constraints, annual existing home sales volume has remained flat over the past two years. The median existing home price
is at an all-time high. JBREC expects the rate of existing home sales growth to decline from 2018 through 2021.

Annual Existing Home Sales vs. Median Price: Denver, CO
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Sources: CorelLogic, Texas Real Estate Center, M.O.R.E, RB Intel, NAR, Various MLS’s; John Burns Real Estate Consulting, LLC (Data as of January 2018, projections as of March 2018)

Resale Home History & Projections 2010 2011 2012 2013 2014 2015 2016 2017 Current 2018P 2019P

Annualized Existing Home Sales 38,965 39,933 48,818 58,240 58,296 62,005 60,379 59,763 59,592 60,500 60,200 58,800 58,100
1-Year Growth Rate -9% 2% 22% 19% 0% 6% -3% -1% -2% 1% 0% -2% -1%

Median Existing Home Price $226,000 $221,100 $245,000 $272,400 $295,400 $330,600 $365,200 $395,800 $396,200 na na n/a n/a
1-Year Growth Rate 8% -2% 11% 11% 8% 12% 10% 8% 10%

Burns Home Value Index™ -2% 0% 8% 10% 11% 13% 10% 8% 7% 6% 5% 3% 1%
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The Burns Home Value Index (BHVI), measures home values in a market in its entirety and not just recent home sale transactions. In this
sense, the index eliminates the “mix” challenges that can be associated with specific transactions that take place at a specific time. The
BHVI indicates that existing home values in the Denver MSA improved 7.3% year-over-year and our BHVI forecast calls for annual
growth of 6.4% in 2018, tapering to 1.2% in 2021.

Burns Home Value Index™ AVG. SINCE 1982*
185
4.4% 7.3%
180
Monthly Data Year End Values
175 Date Value YOY % Date Value YOY %
Apr-16 1587  114%  Dec00 940
170 May-16 1609  109%  Dec-01 99.6 6.0%
165 Jun-16 1622  105%  Dec02 102.9 3.3%
Jul-16 1635 10.3%  Dec03 104.9 2.0%
160 Aug-16 1647  102%  Dec-04 1082 3.1%
155 . I Sep-16 1659  10.1%  Dec05 110.9 2 5%
2 © 9 © g 2 © E ©w g 2 ~ ~ t ~ & ~ ~ t ~ ~ ~ ~ E @© Oct-16 166.9 9.9% Dec-06 110.8 -0.1%
L s E eSS DAagEZOCcOEg s> S ODAY 2O CD Nov-16 168.0 99%  DecO7 1069  -36%
0 @8 2053 3 0 3 0o 8a3F5 98283888
= < = o 2z =< = (O}
- =7 <0 - => =<9 e - Dec-16 1694  9.8%  Dec-08 1027  -4.0%
BHYI Indexed to 100 in January 2002 Jan-17 170.3 9.8% Dec-09 105.4 2 6%
Burns Home Value Index™ (2000 to 2021) Feb-17 1718 9.6%  Dec10 1032 -2.0%
we Index Hisfory === Dec-2021 Index Level Index Forecast Mar-17 1733 9.5% Dec-11 103.2 0.0%
220 YOY Growth
7 30 Apr-17 174.6 93%  Dec12 111.4 7.9%
200 : May-17 1754 9.0%  Dec-13 1225  10.0%
180 MOM Growth Jun17 1763 87%  Dec14 1262 11.2%
160 0.5% Jul-17 1773 84%  Dec15 1540  13.0%
140 Current Value Aug-17 178.3 83%  Dec-16 169.1 9.8%
184.3 Sep-17 1793  81%  Dec-17 1827  80%
120 Current to Oct-17 180 4 81%  Dec-18P 194 4 6.4%
100 Dei;m Nov-17 1817  82% Deci19P 2042  50%
80 Dec-17 1827 80%  Dec20P 210.8 3.3%
O - DN MWWk N0 - MWD~ 000 Dec-21 value is
P22 EESERSES T TR LT T TE LYY abovepesklevels Jan-18 183.5 7.7%  Dec-21P 2134 1.2%
1 (] L] Ld L] m Ly [ L] ] o o o] o 11 Lo (1] L] [ g [+ 1]
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Source: John Burns Real Estate Consulting, LLC (Data:Feb 18, Pub:Mar 18) January 2002

* Historical average growth rate hased on annual averages. 59
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The JBREC Affordability Index measures the historical relationship between the monthly costs of owning the median-priced home and
the median household income. The current index is 9.6 (where 5.0 is the historical median dating back to 1985). Moving forward, we
expect stable but historically high levels through 2021. The market is approaching the historical worst affordability.

Declining affordability is a function of

Burns Affordablllty IndexTM . Denver CO factors that include rising home prices and
. ’

increasing interest rates.

10-0 ’-----
Overpriced Market
9.0
Current ¥ 9.6

8.0

7.0

6.0

5.0

4.0

3.0

2.0

1.0

0.0 Underpriced Market
DDOMNOODOdANNMITLLON~NOODDO T ANNMITOLONDOODOTNMSTSULONAAQAAOA
VOO0 0O dddadddddooo O dH
oNoNoNoNoNoNoNoNoNoNoNoNoNoNoNeoNeoNeoNolNoNolNolNololollololohololo o R o iy N
AT ddddddddd ddddNNNANANNNNNANNNNNNNNNOOOO

Source: John Burns Real Estate Consulting, LLC (Data as of February 2018, projections as of March 2018) N N AN N

Affordability History & Projections Dec-10 Dec-11 Dec-12 Dec-13 Dec-14 Dec-15 Dec-16 Dec-17 Current Dec-18 Dec-19 Dec-20
Burns Affordability Index™ 11 0.1 0.4 3.9 4.5 5.6 8.7 9.2 9.6 9.7 9.7 9.7 9.7

Median Housing Costs/Median Income 24% 23% 23% 28% 28% 29% 31% 32% 33% 35% 36% 37% 37%
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Economic & Demographics Overview
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Denver MSA: Emp|oymen1' REAL ESTATE CONSULTING

Employment growth in Denver has been increasing since 2011, generating increasing demand for new housing in the region. JBREC
anticipates 29,200 new jobs for the MSA in 2018—a 2.0% increase over 2017’s total. Moving forward we expect continued positive, but
slowing, job growth from 2018 through 2020.

Annual Employment Growth vs. Unemployment: Denver, CO
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mmm Annual Job Growth (left axis) = Jnemployment (right axis) ©

Sources: U.S. Bureau of Labor Statistics (BLS); John Burns Real Estate Consulting, LLC (Data as of January 2018, projections as of March 2018)

Employment History & Projections 2010 2011 2012 2013 2014 2015 2016 2017  Current 2018P 2019P 2020P 2021P

Payroll Survey Total 1,193,900 1,214,300 1,249,500 1,296,300 1,346,300 1,397,400 1,433,000 1,460,100 1,457,900 1,489,300 1,515,300 1,539,300 1,552,300
1-Year Change -6,200 20,400 35,200 46,800 50,000 51,100 35600 27,100 28,900 29,200 26,000 24,000 13,000
1-Year Growth Rate -0.5% 1.7% 2.9% 3.7% 3.9% 3.8% 2.5% 1.9% 2.0% 2.0% 1.7% 1.6% 0.8%

Unemployment Rate 8.7% 8.3% 7.8% 6.6% 4.8% 3.7% 3.1% 2.6% 2.9%
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Denver MSA: Employment Growth by Sector

Most job sectors showed positive growth over the past 12 months in the Denver MSA, with the Leisure and Hospitality sector and
Professional & Business Services sectors reflecting the largest growth in terms of absolute numbers of jobs. Over the past twelve
months, the MSA has added about 28,900 jobs, or about a 2% increase.

Current Employment Growth by Sector: Denver, CO

10’000 9,200 Financial Activities (FA)
Information (Info)
Professional & Business Senices (PBS)
Construction (Cons)
8,000 Education & Health Senices (EHS)
Gowvernment (Gov)
. Leisure & Hospitality (LH)
High Income Sectors Manufacturing (Mfg)
Other Senvices (OS)
6,000 Trade, Transp. and Utilities (TTU)
5,100
4,600
4,000
2,000
900 900
0
-100
-2,000
< o 0 2] 92 = I = n )
L c m c T o _| = O —
= o S T O = —

Sources: U.S. Bureau of Labor Statistics (BLS); John Burns Real Estate Consulting, LLC (Data as of January 2018, projections as of March 2018)
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The Denver MSA'’s population grew by 45,700 residents, or 1.6%, over the past 12 months. JBREC anticipates population will grow year-
over-year by an average +/- 47,475 new residents from 2018 through 2021, equating to +/-189,900 new residents over the four year span.

Annual Average Population Growth: Denver, CO (1990 to 2021P)
80,000

70,000
60,000
50,000 45,700
40,000
30,000
20,000

10,000

o
(o)}
(o]
i

Sources: John Burns Real Estate Consulting, LLC; (Data as of January 2018, projections as of March 2018)

1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
Current
2018P
2019P
2020P
2021P

Population History & Projections 2010 2011 2012 2013 2014 2015 2016 2017 Current 2018P 2019P 2020P 2021P
Population Total 2,553,000 2,599,000 2,646,200 2,696,400 2,750,300 2,805,100 2,851,300 2,896,500 2,921,300 2,942,500 2,989,400 3,037,400 3,086,400
1-Year Change 43,700 46,000 47,200 50,200 53,900 54,800 46,200 45,200 45,700 46,000 46,900 48,000 49,000
1-Year Growth Rate 1.7% 1.8% 1.8% 1.9% 2.0% 2.0% 1.6% 1.6% 1.6% 1.6% 1.6% 1.6% 1.6%
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Denver MSA: Household Growth REAL ESTATE CONSULTING

The Denver MSA added 23,800 new households over the past 12 months, a 2.1% annual increase. We projected annual household
growth to gain momentum through 2021, averaging an addition of 25,225 households per year.

Annual Average Household Growth: Denver, CO (1990 to 2021P)
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Sources: John Burns Real Estate Consulting, LLC; (Data as of January 2018, projections as of March 2018)

Household History & Projections 2010 2011 2012 2013 2014 2015 2016 2017 Current 2018P 2019P 2020P 2021P
Household Total 1,009,500 1,027,200 1,046,500 1,066,700 1,089,600 1,115,500 1,140,100 1,163,600 1,176,600 1,187,800 1,212,800 1,238,400 1,264,500
1-Year Change 17,800 17,700 19,300 20,200 22,900 25,900 24,600 23,500 23,800 24,200 25,000 25,600 26,100
1-Year Growth Rate 1.8% 1.8% 1.9% 1.9% 2.1% 2.4% 2.2% 2.1% 2.1% 2.1% 2.1% 2.1% 2.1%
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For the following demographic exhibits, we define the areas as follows:

+ Denver, MSA
* Douglas County
* Five-Mile Radius of Subject site
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The following provides a demographic comparison of the MSA, Douglas County, and a five-mile radius of the Subject.

EXISTING POPULATION/HOUSEHOLDS AND EXPECTED ANNUAL GROWTH BY AREA

Population Comparison (2017)
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Sources: ESRI; John Burns Real Estate Consulting,LLC

Household Comparison (2017)
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Sources: ESRI; John Burns Real Estate Consulting, LLC

Expected Annual Household Growth (2017 to 2022)

Denver, MSA

Douglas County

Sources: ESRI; John Burns Real Estate Consulting, LLC

www.realestateconsulting.com

5-Mile Radius
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Denver, MSA
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Sources: ESRI; John Burns Real Estate Consulting, LLC
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The median age for the five-mile radius is 36.1 years, which is lower than Douglas County and the MSA.

Median Age (2017)
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38.0

37.6

37.5
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United States Denver, MSA Douglas County 5-Mile Radius
Sources: ESRI; John Burns Real Estate Consulting, LLC
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Population Distribution by Age (2017) REAL ESTATE CONSULTING

Within a five-mile radius, approximately 25.4% of the population is under the age of 15, which reflects a strong presence of young
families. Also, 15.8% of the population in the Submarket is between 35 and 54 years of age (the move-up home buyers age group).
The demographics suggest a significant presence of families.

Population Distribution By Age (2017)
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Sources: ESRI; John Burns Real Estate Consulting, LLC
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Population Growth by Age

The population over the age of 65 will be the fastest growing segment in each of the defined markets. The data suggest that within
the five-mile radius there will also be notable growth in the 1st time home buyer (25-34 year olds) and Move-up home buyer (35-44)
segments.

Annual Population Growth By Age (2017 to 2022)
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Sources: ESRI; John Burns Real Estate Consulting, LLC
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Average Household Size (2017) REAL ESTATE CONSULTING

The average household size within the defined five-mile radius is 2.91, slightly above Douglas County and significantly higher than
the Denver MSA (2.52). The average household size demonstrates a significant presence of families.
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Medi(]n |ncome (20] 7) REAL ESTATE CONSULTING

The median household income in Douglas County was an estimated $109,183 (per the U.S. Census) in 2017 compared to $102,818
within a five-mile radius of the Subject. Douglas County and the five-mile radius have substantially higher median incomes compared
to the MSA.

Median Household Income (2017)
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Sources: ESRI; John Burns Real Estate Consulting, LLC
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Household Income Distribution(2017) REAL ESTATE CONSULTING

Within the five-mile radius, households earning salaries less than $50,000 compose less than 19% of the market area. Households
with salaries of $100,000 or greater capture over 52% of the competitive market area, with the largest category attributed to
households earning $100,000 to $149,999, accounting for a quarter of the five-mile radius. This upper-income cohort represents a
key source of potential new-home buyers at Canyons South.

Household Income Distribution (2017)
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Sources: ESRI; John Burns Real Estate Consulting, LLC 73
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Household Growth by Income REAL ESTATE CONSULTING

The highest projected household income growth segments in Douglas County and within a five-mile radius of the Subject are
households earning $200,000 or more. The growing segment earning over $100,000 would be income-qualified to purchase real
estate at the Subject property.

Annual Household Growth by Income (2017 to 2022)
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Monthly Pmft. Positioning: 50’ Subject Products (JCIH. 201 8) REAL ESTATE CONSULTING
$3,250 - _ _ _ == A. 50' SFD Standard (Currently Lyon), 5,750 sq
Estimated Subject Prices (Jan 2018) ft, 3.25/mo.
Terrain
$3.125 The Meadows == 2. 45' SFD - 4,500 sq ft, TriPointe, 1.5/1.0. sales
' Stepping Stone per mo.
Sterling Ranch ) o
$3.000 - Castle Pines Valley —4¢— 3. 50' SFD - 5,500 sq ft, Tripointe, 1.9/2.0. sales
' Backcountry per mo.
The Highlands (Parker) == 4. 45' SFD - 4,950 sq ft, Richmond American,
$2,875 3.1/3.0. sales per mo.
=0O=15. 50" SFD - 5,500 sq ft, Richmond American,
$2,750 O/ 2.5/4.0. sales per mo.
./ =t 6. 45' SFD - 4,500 sq ft, Taylor Morrison,
= $2,625 4.0/1.7. sales per mo.
()
g —@—7. 40" SFD - 4,000 sq ft, Century, 1.4/1.3. sales
=
& $2,500 r\ per mo.
=) ; —@— 8. 50' SFD - 5,100 sq ft, KB Home, 2.1/2.0. sales
é $2,375 i/ — 5 permo.
/ ==f==9. 40' SFD - 2,000 sq ft, Richmond American,
4.0/NA. sales per mo.
$2,250
—@—11. 55' SFD - 5,500 sq ft, Shea, 2.4/2.0. sales
per mo.
$2,125 ~ .
- 7 -@®= 15. 40' SFD - 4,400 sq ft, Brookfield, 1.3/1.0.
sales per mo.
$2,000 , . .
=== 20. 50' SFD - 5,500 sq ft, Richmond American,
3.4/2.3. sales per mo.
$1.875 | —8—22.50' SFD - 5,250 sq ft, Lennar, 2.2/2.3. sales
A/ per mo.
$1,750 | — = 24.45' SFD - 4,700 sq ft, Richmond American,
1,400 1,800 2,200 2,600 3,000 3,400 1.4/2.0. sales per mo.
Unit Size (Square Feet) ¥ 26. 70'+ SFD - 8,500 sq ft, Shea, 2.0/2.0. sales
Source: John Burns Real Estate Consulting, Community Sales Offices; Absorption = Historical/3 Month per mo.
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Monthly Pmt. Positioning: 60’ Subject Products (Jan. 2018) JP@AL ESESONSL%NG

$3,750
Estimated Subject Prices (Jan 2018) =¢=—=B. 60' SFD Standard (Currently Lyon), 7,500 sq
Terrain ft, 3.25/mo.
$3,625 The Meadows
Stepping Stone
Sterling Ranch .
: «=@=—C. 60' SFD Luxury (Currently Lennar), 7,500 sq
$3,500 Castle Pines Valley i/ "— ft, 3.00/mo.
Backcountry / ’,'
The Highlands (Parker) T
rd

$3,375 . -
o / —&— 11. 55' SFD - 5,500 sq ft, Shea, 2.4/2.0. sales
s er mo.
7 p
$3,250 s ,

- $3.125 ’ ~ ——t—13. 60' SFD - 6,825 sq ft, Shea, 2.4/2.7. sales
S ' g per mo.
g i »
= ’
$  $3,000 & v /
> = @= 16. 60' SFD - 6,600 sq ft, CalAtlantic, 1.5/2.0.
g sales per mo.
§ $2,875 P »
,y /
$2,750 [ | 7 +—19. 60' SFD - 8,100 sq ft, Lennar, 4.2/1.5. sales

/ per mo.
$2,625 ,
/ 21. 66' SFD - 7,260 sq ft, Wonderland Homes,
$2.500 1.7/1.7. sales per mo.
$2,375 / == 23,60 SFD - 6,900 sq ft, Lennar, 1.5/1.7. sales
/\/ per mo.
$2,250

1,800 2,200 2,600 3,000 3,400 3,800 4,200
=g 2560+ SFD - 8,000 sq ft, Shea, 1.8/3.0. sales
Unit Size (Square Feet) per mo.

Source: John Burns Real Estate Consulting, Community Sales Offices; Absorption = Historical/3 Month
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MOﬂTh'Y Pmt. PosiTioning: /0’ Subjec’r Products (JCIH. 20]8) REAL ESTATE CONSULTING

$4,000
Estimated Subject Prices (Jan 2018)

Terrain A
$3,875 The Meadows

Stepping Stone

=== 70' SFD Standard (Currently Lyon), 9,450 sq ft,
2.50/mo.

y=F. 70' SFD Luxury (Currently Weekley), 9,450 sq

$3,750 Sterling Ranch
Castle Pines Valley
Backcountry
$3,625

The Highlands (Parker) /

$3,500 /’ /

$3,375 & /
$3,250 -
$3,125 /

Monthly Payment

$2,875 yd

$2,750

$3,000 //
e
/

$2,625 yd

$2,500 (/ /‘./.
P

$2,375
$2,250
1,800 2,200 2,600 3,000 3,400 3,800 4,200

Unit Size (Square Feet)
Source: John Burns Real Estate Consulting, Community Sales Offices; Absorption = Historical/3 Month

4,600

ft, 2.00/mo.

=@=1.70' SFD - 8,400 sq ft, Century, 1.2/1.3. sales
per mo.

=414, 72' SFD - 8,600 sq ft, Shea, 3.8/2.7. sales per
mo.

—=@—17. 70' SFD - 8,400 sq ft, CalAtlantic, 0.3/0.7.
sales per mo.

=f=18. 75' SFD - 9,000 sq ft, CalAtlantic, 0.3/0.3.
sales per mo.

=ie=26. 70'+ SFD - 8,500 sq ft, Shea, 2.0/2.0. sales
per mo.
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oy . . , ) .
Monthly Pmt. Positioning: 80" and 100" Subject Products REAL ESTATE CONSULTING
$7,500 . . .
Estimated Subject Prices (Jan 2018) =&=F. 80' SFD Luxury (Currently Toll), 11,200 sq ft,
$7,250 Terrain 1.50/mo.
The Meadows
$7.000 Stepping Stone
' Sterling Ranch
$6,750 Castle Pines Valley //. —@=G. 100" SFD Luxury (Custom & Spec), 15,000 sq
Backcountry |
; ft, 0.50/mo.
$6,500 The Highlands (Parker)
$6,250
=@=1.70"' SFD - 8,400 sq ft, Century, 1.2/1.3. sales per
$6,000 mo.
$5,750
g $5,500
g ' =414, 72' SFD - 8,600 sq ft, Shea, 3.8/2.7. sales per
E $5,250 mo.
>
% $5,000
(@) A A( .
= $4.750 =@—17. 70' SFD - 8,400 sq ft, CalAtlantic, 0.3/0.7.
’ ;l sales per mo.
$4,500 e
$4,250
—#=18. 75' SFD - 9,000 sq ft, CalAtlantic, 0.3/0.3.
$4,000 sales per mo.

b

$3,750 ‘/A/Edrl

$3,500
—r /,.»

$3,250

$3,000 ‘
2,400 2,800 3,200 3,600 4,000 4,400 4,800 5,200 5,600 6,000 6,400

Unit Size (Square Feet)
Source: John Burns Real Estate Consulting, Community Sales Offices; Absorption = Historical/3 Month

26. 70'+ SFD - 8,500 sq ft, Shea, 2.0/2.0. sales per
mo.

29. 85' SFD - 8,500 sq ft, CalAtlantic, 3.5/2.0.
sales per mo.
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Appendix B: Comparables Detail
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Competitive Project Summary: Terrain REAL ESTATE CONSLI}TNG

SIZE  PLAN CONFIGURATION TAX & HOA PRICE QUALIFY
SF Level Bed+ MBD Bath Pkg Base Addl HOA Base Incentive Net Base Options  Premiums Net Total ~ Base/SF Total/SF  Total Pmt. Income
Terrain 70' SFD Century
Product / Density SFD 3.1 2,515 1 4 3.0 3 100% 0.00% $61 $464,950 ($15,000) $449,950 $25,000  $30,000 $504,950 $179 $201 $2,410 $93,304
Configuration: 8,400  70'x 120’ 2,694 2 3 25 3 1.00% 0.00% $61 $479,950 ($15,000) $464,950 $25,000  $30,000 $519,950 $173 $193 $2,480 $96,006
Open / Total Units 11/1/2014 67 2,982 2 4 35 3 1.00% 0.00% $61 $489,950 ($15,000) $474,950 $25,000  $30,000 $529,950 $159 $178 $2,527 $97,807
Sold 3 Mo's/Total 4 43 3,035 2 3 25 3 1.00% 0.00% $61 $494,950 ($15,000) $479,950 $25,000  $30,000 $534,950 $158 $176 $2,550 $98,707
Mo Rate: 1.3 12 3,260 2 4 35 3 1.00% 0.00% $61 $509,950 ($15,000) $494,950 $25,000  $30,000 $549,950 $152 $169 $2,620 $101,409
Totals/Averages: 2,897 $487,950 ($15,000) $472,950 $25,000  $30,000 $527,950 $163 $182 $2,517 $97,447
Terrain 45' SFD TriPointe
Product / Density SFD 6.3 2,059 2 3 25 2 1.00% 0.00% $61 $365,900 ($5,000) $360,900 $10,000  $5,000 $375,900 $175 $183 $1,810 $70,062
Configuration: 4,500 45' x 100" 2,239 2 3 25 2 1.00% 0.00% $61 $379,900 ($5,000) $374,900 $10,000 $5,000 $389,900 $167 $174 $1,875 $72,583
Open / Total Units 7112017 157 2,311 2 3 25 2 1.00% 0.00% $61 $390,900 ($5,000) $385,900 $10,000 $5,000 $400,900 $167 $173 $1,926 $74,565
Sold 3 Mo's/Total 3 8 2,556 2 4 35 2 1.00% 0.00% $61 $405,900 ($5,000) $400,900 $10,000  $5,000 $415,900 $157 $163 $1,996 $77,266
Mo Rate: 1.0 15 2,788 2 4 35 2 1.00% 0.00% $61 $415,900 ($5,000) $410,900 $10,000  $5,000 $425,900 $147 $153 $2,043 $79,067
Totals/Averages: 2,391 $391,700 ($5,000) $386,700 $10,000 $5,000 $401,700 $162 $168 $1,930 $74,709
Terrain 50" SFD Tripointe
Product / Density SFD 4.0 2,018 1 2 25 2 1.00% 0.00% $61 $399,900 ($5,000) $394,900 $20,000  $10,000 $424,900 $196 $211 $2,038 $78,887
Configuration: 5500 50'x 110' 2,226 2 3 25 3T 1.00% 0.00% $61 $404,900 ($5,000) $399,900 $20,000  $10,000 $429,900 $180 $193 $2,061 $79,787
Open / Total Units 9/1/2017 100 2,494 2 4 35 3T 1.00% 0.00% $61 $419,900 ($5,000) $414,900 $20,000  $10,000 $444,900 $166 $178 $2,131 $82,489
Sold 3 Mo's/Total 6 6 2,699 3 4 35 3T 1.00% 0.00% $61 $432,900 ($5,000) $427,900 $20,000  $10,000 $457,900 $159 $170 $2,191 $84,830
Mo Rate: 2.0 1.9 2,934 2 3 40 3T 1.00% 0.00% $61 $447,900 ($5,000) $442,900 $20,000  $10,000 $472,900 $151 $161 $2,261 $87,532
3,139 2 5 50 3T 1.00% 0.00% $61 $462,900 ($5,000) $457,900 $20,000  $10,000 $487,900 $146 $155 $2,331 $90,233
Totals/Averages: 2,585 $428,067 ($5,000) $423,067 $20,000  $10,000 $453,067 $164 $175 $2,169 $83,960
A Terrain 45' SFD Richmond American
Product / Density SFD 5.7 1,981 2 3 25 2 1.00% 0.00% $61 $384,950 ($11,549) $373,402 $38,495 $7,500 $419,397 $188 $212 $2,012 $77,896
Configuration: 4950 45'x 110’ 2,187 2 3 25 2 1.00% 0.00% $61 $388,950 ($11,669) $377,282 $38,895 $7,500 $423,677 $173 $194 $2,032 $78,667
Open / Total Units 7/25/2017 75 2,193 2 3 25 2 1.00% 0.00% $61 $391,950 ($11,759) $380,192 $39,195  $7,500 $426,887 $173 $195 $2,047 $79,245
Sold 3 Mo's/Total 9 14 2,365 2 3 25 2 1.00% 0.00% $61 $394,950 ($11,849) $383,102 $39,495 $7,500 $430,097 $162 $182 $2,062 $79,823
Mo Rate: 3.0 3.1
Totals/Averages: 2,182 $390,200 ($11,706) $378,494 $39,020  $7,500 $425,014 $174 $195 $2,038 $78,908
Terrain 50' SFD Richmond American
Product / Density SFD 5.1 1,890 1 3 20 2 1.00% 0.00% $61 $402,950 ($12,089) $390,862 $40,295  $10,000 $441,157 $207 $233 $2,114 $81,815
Configuration: 5500 50'x 110' 2,300 2 3 25 2 1.00% 0.00% $61 $400,950 ($12,029) $388,922 $40,095  $10,000 $439,017 $169 $191 $2,104 $81,429
Open / Total Units 4/25/2017 60 2,500 2 4 25 2 1.00% 0.00% $61 $424,950 ($12,749) $412,202 $42,495  $10,000 $464,697 $165 $186 $2,223 $86,054
Sold 3 Mo's/Total 12 19 2,680 2 3 25 2 1.00% 0.00% $61 $435,950 ($13,079) $422,872 $43,595  $10,000 $476,467 $158 $178 $2,278 $88,174
Mo Rate: 4.0 2.5 2,740 2 3 25 2 1.00% 0.00% $61 $432,950 ($12,989) $419,962 $43,295  $10,000 $473,257 $153 $173 $2,263 $87,596
2,930 2 4 25 2 1.00% 0.00% $61 $444,950 ($13,349) $431,602 $44,495  $10,000 $486,097 $147 $166 $2,323 $89,909
3,000 2 4 25 2 1.00% 0.00% $61 $450,950 ($13,529) $437,422 $45,095  $10,000 $492,517 $146 $164 $2,353 $91,065
Totals/Averages: 2,577 $61 $427,664 ($12,830) $414,834 $42,766  $10,000 $467,601 $161 $181 $2,237 $86,578
Al Terrain 45' SFD Taylor Morrison
Product / Density SFD 6.3 1,932 1 2 20 2 1.00% 0.00% $61 $391,990 ($7,000) $384,990 $39,199  $6,000 $430,189 $199 $223 $2,063 $79,840
Configuration: 4500 45' x 100" 2,198 2 3 25 3 1.00% 0.00% $61 $406,990 ($7,000) $399,990 $40,699 $6,000 $446,689 $182 $203 $2,139 $82,811
Open / Total Units 4/1/2016 101 2,391 2 3 25 3 1.00% 0.00% $61 $406,990 ($7,000) $399,990 $40,699 $6,000 $446,689 $167 $187 $2,139 $82,811
Sold 3 Mo's/Total 5 81 2,836 2 4 25 3 1.00% 0.00% $61 $420,990 ($7,000) $413,990 $42,099 $6,000 $462,089 $146 $163 $2,211 $85,585
Mo Rate: 1.7 4.0 3,000 2 4 25 3 1.00% 0.00% $61 $435,990 ($7,000) $428,990 $43,599  $6,000 $478,589 $143 $160 $2,288 $88,557
)

Totals/Averages: 2,471 $412,590 ($7,000; $405,590 $41,259 $6,000 $452,849 $164 $183 $2,168 $83,921



OHN I 9BURNS
Competitive Project Summary: The Meadows J&EAL EST!A:SCONSL}}TNG

SIZE PLAN CONFIGURATION TAX & HOA PRICE QUALIFY
Mix SF Level Bed MBD Bath Pkg Base Add' HOA Base Incentive Net Base Options  Premiums Net Total Base/SF Total/SF  Total Pmt. Income
The Meadows  40' SFD Century
Product / Density SFD 7.1 1,560 2 3 25 2 1.00% 0.00% $68 $342,950 ($10,000) $332,950 $15,000 $15,000 $362,950 $213 $233 $1,757 $68,001
Configuration: 4000 40' x 100' 1,756 1 3 20 2 1.00% 0.00% $68 $378,950 ($10,000) $368,950 $15,000 $15,000 $398,950 $210 $227 $1,924 $74,484
Open / Total Units 8/1/2017 98 1,813 2 4 25 2 1.00% 0.00% $68 $356,950 ($10,000) $346,950 $15,000 $15,000 $376,950 $191 $208 $1,822 $70,522
Sold 3 Mo's/Total 4 6 1,893 2 4 25 2 1.00% 0.00% $68 $362,950 ($10,000) $352,950 $15,000 $15,000 $382,950 $186 $202 $1,850 $71,603
Mo Rate 1.3 1.4 1,966 2 4 25 2 1.00% 0.00% $68 $366,950 ($10,000) $356,950 $15,000 $15,000 $386,950 $182 $197 $1,868 $72,323
2,211 2 4 25 2 1.00% 0.00% $68 $372,950 ($10,000) $362,950 $15,000 $15,000 $392,950 $164 $178 $1,896 $73,404
2,159 2 4 25 2 1.00% 0.00% $68 $378,950 ($10,000) $368,950 $15,000 $15,000 $398,950 $171 $185 $1,924 $74,484
2,345 2 4 25 2 1.00% 0.00% $68 $384,950 ($10,000) $374,950 $15,000 $15,000 $404,950 $160 $173 $1,952 $75,565
2,641 2 4 25 2 1.00% 0.00% $68 $395,950 ($10,000) $385,950 $15,000 $15,000 $415,950 $146 $157 $2,003 $77,546
Totals/Averages: 2,038 $371,283 ($10,000) $361,283 $15,000 $15,000 $391,283 $177 $192 $1,889 $73,103
BN The Meadows  50' SFD KB Home
Product / Density SFD 5.6 1,722 2 3 25 2 1.00% 0.00% $68 $417,995 $0 $417,995 $60,000 $14,000 $491,995 $243 $286 $2,357 $91,242
Configuration: 5100 50'x 110' 1,860 1 3 20 2 1.00% 0.00% $68 $435,495 $0 $435,495 $60,000 $14,000 $509,495 $234 $274 $2,439 $94,394
Open / Total Units 3/1/2017 160 1,906 1 2 20 2 1.00% 0.00% $68 $443,995 $0 $443,995 $60,000 $14,000 $517,995 $233 $272 $2,478 $95,925
Sold 3 Mo's/Total 6 20 1,936 1 2 25 2 1.00% 0.00% $68 $460,335 $0 $460,335 $60,000 $14,000 $534,335 $238 $276 $2,554 $98,867
Mo Rate 2.0 21 2,194 2 3 25 2 1.00% 0.00% $68 $444,995 $0 $444,995 $60,000 $14,000 $518,995 $203 $237 $2,483 $96,105
2,396 2 3 25 2 1.00% 0.00% $68 $456,995 $0 $456,995 $60,000 $14,000 $530,995 $191 $222 $2,539 $98,266
2,653 1 2 25 2 1.00% 0.00% $68 $448,995 $0 $448,995 $60,000 $14,000 $522,995 $169 $197 $2,501 $96,825
2,669 2 4 25 2 1.00% 0.00% $68 $465,995 $0 $465,995 $60,000 $14,000 $539,995 $175 $202 $2,580 $99,887
2,839 2 4 25 2 1.00% 0.00% $68 $472,995 $0 $472,995 $60,000 $14,000 $546,995 $167 $193 $2,613 $101,148
Totals/Averages: 2,242 $449,755 $0 $449,755  $60,000  $14,000  $523,755 $201 $234  $2505  $96,962
PN The Meadows  40' SFD Richmond American
Product/Density SFD 14.2 1,700 3 2 25 2 1.00% 0.00% $100  $392,950 ($26,789) $366,162 $22,500 $5,000 $393,662 $215 $232 $1,932 $74,771
Configuration: 2000 40' x 50' 1,716 3 2 25 2 1.00% 0.00% $100  $389,950 ($26,699) $363,252 $22,500 $5,000 $390,752 $212 $228 $1,918 $74,246
Open / Total Units 11/15/2017 149 1,802 3 2 25 2 1.00% 0.00% $100  $397,950 ($26,939) $371,012 $22,500 $5,000 $398,512 $206 $221 $1,954 $75,644
Sold 3 Mo's/Total NA 3
Mo Rate: NA 4.0
Totals/Averages: 1,739 $393,617 ($26,809) $366,808 $22,500 $5,000 $394,308 $211 $227 $1,935 $74,887
[T} The Meadows  Patio Homes CalAtlantic
Product / Density SFD 5.7 1,714 1 3 30 2 1.00% 0.00%  $223 $574,216 ($42,500) $531,716 $0 $15,000 $546,716 $310 $319 $2,767 $107,097
Configuration: 5000 50" x 100" 2,125 1 3 35 2 100% 0.00%  $223 $579,739 ($42,500) $537,239 $0 $15,000 $552,239 $253 $260 $2,792 $108,092
Open / Total Units 12/1/2015 69 2,144 1 4 35 2 1.00% 0.00%  $223  $563,427 ($42,500) $520,927 $0 $15,000 $535,927 $243 $250 $2,716 $105,154
Sold 3 Mo's/Total 8 62
Mo Rate: 27 25

Totals/Averages: 1,994 $572,461 ($42,500) $529,961 $0 $15,000 $544,961 $266 $273 $2,759 $106,781



OHN RS BURNS
Competitive Project Summary: Stepping Stone J&EAL EST!;QCONSL%NG

SIZE  PLAN CONFIGURATION TAX & HOA PRICE QUALIFY
Mix SF Lewel Bed+ MBD Bath Pkg Base Addl HOA Base Incentive Net Base Options  Premiums  Net Total Base/SF Total/SF  Total Pmt. Income

FEN stepping Stone  55' SFD Shea
Product / Density SFD 5.1 1,863 2 3 25 2 1.20% 0.00% $128  $409,400 ($5,000) $404,400 $30,000 $5,000 $439,400 $217 $236 $2,246 $86,927
Configuration 5500 55' x 100 1,906 2 3 25 2 1.20% 0.00% $128  $429,400 ($5,000) $424,400 $30,000 $5,000 $459,400 $223 $241 $2,342 $90,658
Open / Total Units 5/1/2013 192 2,000 2 3 25 2 1.20% 0.00% $128  $411,900 ($5,000) $406,900 $30,000 $5,000 $441,900 $195 $211 $2,258 $87,393
Sold 3 Mo's/Total 6 135 2,170 2 3 25 2 1.20% 0.00% $128  $430,400 ($5,000) $425,400 $30,000 $5,000 $460,400 $196 $212 $2,347 $90,844
Mo Rate: 2.0 24 2,256 2 3 25 2 1.20% 0.00% $128  $440,400 ($5,000) $435,400 $30,000 $5,000 $470,400 $193 $209 $2,395 $92,710
2,384 2 4 25 2 1.20% 0.00% $128  $454,900 ($5,000) $449,900 $30,000 $5,000 $484,900 $189 $203 $2,465 $95,415
Totals/Averages: 2,112 $429,400 ($5,000) $424,400 $30,000 $5,000 $459,400 $201 $218 $2,342 $90,658

\ Stepping Stone 65" SFD Shea
Product / Density SFD 35 2,488 1 3 25 3 1.20% 0.00% $128  $506,400 ($5,000) $501,400 $40,000  $17,500 $558,900 $202 $225 $2,822 $109,220
Configuration 8125 65' x 125 2,524 2 3 35 3T 1.20% 0.00% $128  $491,400 ($5,000) $486,400 $40,000  $17,500 $543,900 $193 $215 $2,749 $106,422
Open / Total Units 5/1/2013 138 2,834 2 5 40 3 1.20% 0.00% $128  $515,900 ($5,000) $510,900 $40,000  $17,500 $568,400 $180 $201 $2,867 $110,992
Sold 3 Mo's/Total: 5 137 3,110 2 5 45 3 1.20% 0.00% $128  $537,900 ($5,000) $532,900 $40,000  $17,500 $590,400 $171 $190 $2,973 $115,097

Mo Rate: 1.7 25

Totals/Averages: 2,739 $512,900 ($5,000) $507,900 $40,000  $17,500 $565,400 $185 $206 $2,853 $110,433

EE) stepping Stone 60’ SFD Shea
Product / Density: SFD 4.1 2,103 1 2 25 3T 1.20% 0.00% $128  $489,900 ($5,000) $484,900 $55,000  $10,000 $549,900 $231 $261 $2,778 $107,541
Configuration 6825 60" x 105' 2,399 1 2 25 3 1.20% 0.00% $128  $516,900 ($5,000) $511,900 $55,000  $10,000 $576,900 $213 $240 $2,908 $112,578
Open / Total Units: 2/1/2016 60 2,568 1 2 25 3 1.20% 0.00% $128  $529,900 ($5,000) $524,900 $55,000  $10,000 $589,900 $204 $230 $2,971 $115,003
Sold 3 Mo's/Total: 8 53 2,726 1 2 25 3 1.20% 0.00% $128  $544,400 ($5,000) $539,400 $55,000  $10,000 $604,400 $198 $222 $3,041 $117,708

Mo Rate: 2.7 2.4

Totals/Averages: 2,449 $520,275 ($5,000) $515,275 $55,000 $10,000 $580,275 $210 $237 $2,925 $113,208

2 stepping Stone 72 SFD Shea
Product / Density: SFD 33 3,172 1 3 33 3 1.20% 0.00% $128  $586,900 ($5,000) $581,900 $50,000 $12,000 $643,900 $183 $203 $3,231 $125,077
Configuration 8600 72'x 119 3,362 2 4 43 3 1.20% 0.00% $128  $581,900 ($5,000) $576,900 $50,000 $12,000 $638,900 $172 $190 $3,207 $124,144
Open / Total Units: 3/1/2017 119 3,739 2 4 45 4T 1.20% 0.00% $128  $601,900 ($5,000) $596,900 $50,000 $12,000 $658,900 $160 $176 $3,303 $127,876
Sold 3 Mo's/Total: 8 35 4,078 2 4 4.0 3 1.20% 0.00% $128  $629,900 ($5,000) $624,900 $50,000 $12,000 $686,900 $153 $168 $3,438 $133,099
Mo Rate: 2.7 3.8 4,153 2 5 53 4 1.20% 0.00% $128  $639,900 ($5,000) $634,900 $50,000 $12,000 $696,900 $153 $168 $3,487 $134,965
Totals/Averages: 3,701 $608,100 ($5,000) $603,100 $50,000 $12,000 $665,100 $163 $180 $3,333 $129,032
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Competitive Project Summary: Sterling Ranch

JOHN [¢<BURNS

REAL ESTATE CONSULTING

SIZE PLAN CONFIGURATION TAX & HOA PRICE QUALIFY
SF Level Bed+ MBD Bath Pkg Base Addl HOA Base Incentive Net Base Options  Premiums Net Total Base/SF Total/SF Total Pmt. Income
Sterling Ranch 40' SFD Brookfield
Product / Density SFD 6.4 1,786 2 2 25 2 1.20% 0.00% $0 $514,880 ($3,500) $511,380 $11,000  $16,200 $636,522 $286 $356 $3,068 $118,746
Configuration: 4400 40'x 110’ 1,994 2 2 25 2 1.20% 0.00% $0 $521,880 ($3,500) $518,380 $11,000 $16,200 $653,749 $260 $328 $3,151 $121,960
Open / Total Units: 6/10/2017 22 1,997 2 2 20 2 1.20% 0.00% $0 $522,880 ($3,500) $519,380 $11,000 $16,200 $653,749 $260 $327 $3,151 $121,960
Sold 3 Mo's/Total 3 8 2,059 2 2 25 2 1.20% 0.00% $0 $529,880 ($3,500) $526,380 $11,000  $16,200 $653,749 $256 $318 $3,151 $121,960
Mo Rate: 1.0 1.3 2,159 2 2 25 2 1.20% 0.00% $0 $533,880 ($3,500) $530,380 $11,000 $16,200 $653,749 $246 $303 $3,151 $121,960
Totals/Averages: 1,999 $524,680 ($3,500)  $521,180 $11,000  $16,200 $650,304 $261 $325 $3,134 $121,317
Sterling Ranch 60' SFD CalAtlantic
Product / Density! SFD 4.3 1,986 1 3 25 2 1.20% 0.00% $0 $543,990 ($35,000)  $508,990 $64,000 $0 $572,990 $256 $289 $2,761 $106,894
Configuration: 6600 60" x 110' 2,177 1 2 25 2 1.20% 0.00% $0 $560,990  ($35,000)  $525,990 $64,000 $0 $589,990 $242 $271 $2,843 $110,065
Open / Total Units: 6/15/2017 60 2,261 1 2 25 3 1.20% 0.00% $0 $568,990 ($35,000)  $533,990 $64,000 $0 $597,990 $236 $264 $2,882 $111,558
Sold 3 Mo's/Total 6 9 2,310 1 2 25 3 1.20% 0.00% $0 $573,990 ($35,000)  $538,990 $64,000 $0 $602,990 $233 $261 $2,906 $112,490
Mo Rate: 2.0 15 2,328 1 2 25 3 1.20% 0.00% $0 $568,990  ($35,000)  $533,990 $64,000 $0 $597,990 $229 $257 $2,882 $111,558
Totals/Averages: 2,212 $563,390 ($35,000)  $528,390 $64,000 $0 $592,390 $239 $268 $2,855 $110,513
Sterling Ranch 70' SFD CalAtlantic
Product / Density SFD 3.4 2,539 1 3 25 3 1.20% 0.00% $0 $633,990 ($35,000)  $598,990 $90,000 $15,000 $703,990 $236 $277 $3,393 $131,332
Configuration: 8400 70'x 120’ 2,814 1 3 25 3 1.20% 0.00% $0 $645,990 ($35,000)  $610,990 $90,000 $15,000 $715,990 $217 $254 $3,451 $133,571
Open / Total Units: 6/15/2017 6 2,853 1 3 35 3 1.20% 0.00% $0 $654,990  ($35,000)  $619,990 $90,000  $15,000 $724,990 $217 $254 $3,494 $135,250
Sold 3 Mo's/Total 2 2 3,620 2 4 45 3 1.20% 0.00% $0 $690,990 ($35,000)  $655,990 $90,000 $15,000 $760,990 $181 $210 $3,667 $141,966
Mo Rate: 0.7 0.3 3,703 2 4 45 3 1.20% 0.00% $0 $704,990 ($35,000)  $669,990 $90,000 $15,000 $774,990 $181 $209 $3,735 $144,578
Totals/Averages: 3,106 $666,190  ($35,000)  $631,190 $90,000  $15,000 $736,190 $203 $237 $3,548 $137,339
Sterling Ranch 75' SFD CalAtlantic
Product / Density! SFD 31 2,873 1 2 25 3 1.20% 0.00% $0 $690,990 ($35,000)  $655,990 $100,000  $20,000 $775,990 $228 $270 $3,740 $144,764
Configuration: 9000 75'x 120" 3,168 1 3 35 3 1.20% 0.00% $0 $717,990  ($35,000) $682,990  $100,000  $20,000 $802,990 $216 $253 $3,870 $149,801
Open / Total Units: 6/15/2017 9 3,234 1 3 35 3 1.20% 0.00% $0 $726,990 ($35,000)  $691,990 $100,000  $20,000 $811,990 $214 $251 $3,913 $151,480
Sold 3 Mo's/Total 1 2 3,249 1 3 35 3 1.20% 0.00% $0 $720,990 ($35,000)  $685,990 $100,000  $20,000 $805,990 $211 $248 $3,884 $150,361
Mo Rate: 0.3 0.3
Totals/Averages: 3,131 $714,240  ($35,000) $679,240  $100,000  $20,000 $799,240 $217 $255 $3,852 $149,102
Sterling Ranch 60' SFD Lennar
Product / Density! SFD 35 2,258 1 4 30 3 1.20% 0.00% $0 $573,900 ($5,000) $568,900 $20,000 $10,000 $598,900 $252 $265 $2,886 $111,727
Configuration: 8100 60' x 135' 2,528 1 4 3.0 3 1.20% 0.00% $0 $598,900 ($5,000) $593,900 $20,000  $10,000 $623,900 $235 $247 $3,007 $116,391
Open / Total Units: 7/1/2017 41 2,626 1 4 30 3 1.20% 0.00% $0 $608,900 ($5,000) $603,900 $20,000 $10,000 $633,900 $230 $241 $3,055 $118,257
Sold 3 Mo's/Total 4.5 22 3,031 2 4 30 3 1.20% 0.00% $0 $608,900 ($5,000) $603,900 $20,000 $10,000 $633,900 $199 $209 $3,055 $118,257
Mo Rate: 1.5 4.2 3,058 2 4 3.0 3 1.20% 0.00% $0 $610,900 ($5,000) $605,900 $20,000  $10,000 $635,900 $198 $208 $3,065 $118,630
3,640 2 4 35 3 1.20% 0.00% $0 $643,900 ($5,000) $638,900 $20,000 $10,000 $668,900 $176 $184 $3,224 $124,786
3,707 2 4 35 3 1.20% 0.00% $0 $645,900 ($5,000) $640,900 $20,000 $10,000 $670,900 $173 $181 $3,233 $125,159
4,155 2 6 45 3 120% 0.00% $0 $673,900 ($5,000) $668,900  $20,000  $10,000 $698,900 $161 $168 $3,368 $130,383
Totals/Averages: 3,125 $620,650 ($5,000)  $615,650 $20,000  $10,000 $645,650 $197 $207 $3,112 $120,449
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Competitive Project Summary: Sterling Ranch

JOHN [¢<BURNS

REAL ESTATE CONSULTING

SIZE PLAN CONFIGURATION TAX & HOA PRICE QUALIFY
SF  Lewel Bed+ MBD Bath Pkg Base Addl HOA Base Incentive  Net Base Options  Premiums ~ Net Total Base/SF Total/SF Total Pmt.  Income
‘ Sterling Ranch 50' SFD Richmond American
Product / Density SFD 5.1 1,900 1 2 20 2 1.20% 0.00% $0 $499,950 ($35,000)  $464,950 $74,993  $21,000 $560,943 $245 $295 $2,703 $104,646
Configuration: 5500 50'x 110' 2,700 2 4 25 2 1.20% 0.00% $0 $515,950 ($35,000) ~ $480,950 $77,393  $21,000 $579,343 $178 $215 $2,792 $108,079
Open / Total Units: 11/1/2016 148 2,850 2 3 25 2 1.20% 0.00% $0 $542,950 ($35,000)  $507,950 $81,443  $21,000 $610,393 $178 $214 $2,942 $113,871
Sold 3 Mo's/Total: 7 45 2,850 2 3 25 2 1.20% 0.00% $0 $544,950 ($35,000)  $509,950 $81,743  $21,000 $612,693 $179 $215 $2,953 $114,300
Mo Rate: 2.3 3.4 3,200 2 4 25 3T 1.20% 0.00% $0 $549,950 ($35,000)  $514,950 $82,493  $21,000 $618,443 $161 $193 $2,980 $115,373
Totals/Averages: 2,700 $530,750 ($35,000)  $495,750 $79,613  $21,000 $596,363 $184 $221 $2,874 $111,254
‘ Sterling Ranch 66' SFD Wonderland Homes
Product / Density SFD 3.9 2,898 2 3 25 3T 1.20% 0.00% $0 $597,900 ($3,000) $594,900 $55,000  $15,000 $664,900 $205 $229 $3,204 $124,040
Configuration: 7260 66'x 110’ 3,045 2 4 35 3 1.20% 0.00% $0 $633,900 ($3,000) $630,900 $55,000  $15,000 $700,900 $207 $230 $3,378 $130,756
Open / Total Units: 7/1/2017 39 3,233 2 3 35 3T 1.20% 0.00% $0 $653,900 ($3,000) $650,900 $55,000  $15,000 $720,900 $201 $223 $3,474 $134,487
Sold 3 Mo's/Total: 5 9 3,332 2 4 35 3T 1.20% 0.00% $0 $653,900 ($3,000) $650,900 $55,000  $15,000 $720,900 $195 $216 $3,474 $134,487
Mo Rate: 17 1.7
Totals/Averages: 3,127 $634,900 ($3,000) $631,900 $55,000  $15,000 $701,900 $202 $224 $3,383 $130,943
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Competitive Project Summary: Castle Pines Valley JP@AL EST£SCONSL%NG

SIZE  PLAN CONFIGURATION TAX & HOA PRICE QUALIFY
SF Level Bed+ MBD Bath Pkg Base Addl HOA Base Incentive Net Base Options  Premiums Net Total Base/SF Total/SF  Total Pmt. Income
A castle Pines valley 50' SFD Lennar
Product / Density SFD 5.4 1,974 1 3 20 2 1.26% 0.00% $0 $534,900 ($5,000) $529,900 $12,500 $5,000 $547,400 $268 $277 $2,665 $103,179
Configuration: 5250 50' X 105' 2,574 2 4 35 2 1.26% 0.00% $0 $564,900 ($5,000) $559,900 $12,500 $5,000 $577,400 $218 $224 $2,812 $108,834
Open / Total Units 9/1/2017 94 2,763 2 5 40 2 1.26% 0.00% $0 $579,900 ($5,000) $574,900 $12,500 $5,000 $592,400 $208 $214 $2,885 $111,661
Sold 3 Mo's/Total 7 7 3,083 2 5 35 2 126% 0.00% $0 $597,900 ($5,000) $592,900 $12,500 $5,000 $610,400 $192 $198 $2,972 $115,054
Mo Rate: 2.3 2.2
Totals/Averages: 2,599 $569,400 ($5,000) $564,400 $12,500 $5,000 $581,900 $217 $224 $2,833 $109,682
E&] castle Pines Vvalley 60' SFD Lennar
Product / Density SFD 4.1 2,258 1 4 30 2 1.26% 0.00% $0 $584,900 ($5,000) $579,900 $28,500  $10,000 $618,400 $257 $274 $3,011 $116,562
Configuration: 6900 60" x 115' 2,737 1 3 30 3 1.26% 0.00% $0 $624,900 ($5,000) $619,900 $28,500  $10,000 $658,400 $226 $241 $3,206 $124,102
Open / Total Units 9/1/2017 81 3,001 2 5 40 3 1.26% 0.00% $0 $614,900 ($5,000) $609,900 $28,500  $10,000 $648,400 $203 $216 $3,157 $122,217
Sold 3 Mo's/Total 5 5 3,498 2 5 45 3 1.26% 0.00% $0 $654,900 ($5,000) $649,900 $28,500  $10,000 $688,400 $186 $197 $3,352 $129,756
Mo Rate: 1.7 15 4,122 2 6 45 3 1.26% 0.00% $0 $684,900 ($5,000) $679,900 $28,500  $10,000 $718,400 $165 $174 $3,498 $135,411

Totals/Averages: 3,123 $632,900 ($5,000) $627,900 $28,500  $10,000 $666,400 $201 $213 $3,245 $125,610



Competitive Project Summary: Backcountry at Highlands

JOHN [¢<BURNS

REAL ESTATE CONSULTING

SIZE PLAN CONFIGURATION TAX & HOA PRICE QUALIFY
SF Level Bed+ MBD Bath Pkg Base Addl HOA Base Incentive Net Base Options Premiums Net Total Base/SF Total/SF Total Pmt. Income
Backcountry 45' SFD Richmond American
Product / Density: SFD 6.0 2,840 1 4 40 2 1.10% 0.00% $298  $585,950 ($17,579) $568,372 $52,736 $25,000 $646,107 $200 $228 $3,358 $129,985
Configuration 4700 45' X 105' 3,040 1 4 30 2 1.10% 0.00% $298  $603,950 ($18,119) $585,832 $54,356 $25,000 $665,187 $193 $219 $3,448 $133,483
Open / Total Units: 8/1/2017 54 3,150 1 3 3.0 2 1.10% 0.00% $298  $600,950 ($18,029) $582,922 $54,086 $25,000 $662,007 $185 $210 $3,433 $132,900
Sold 3 Mo's/Total: 6 6
Mo Rate: 2.0 1.4
Totals/Averages: 3,010 $596,950 ($17,909) $579,042 $53,726 $25,000 $657,767 $192 $219 $3,413 $132,123
Backcountry 60'+ SFD Shea
Product / Density: SFD 3.5 2,604 1 3 25 3T 1.10% 0.00% $298  $590,200 ($10,000) $580,200 $50,000 $30,000 $660,200 $223 $254 $3,425 $132,569
Configuration: 8,000 8,000 2,875 2 4 35 3 1.10% 0.00% $298  $584,200 ($10,000) $574,200 $50,000 $30,000 $654,200 $200 $228 $3,396 $131,469
Open / Total Units: 12/1/2013 120 3,083 2 5 4.0 3T 1.10% 0.00% $298  $616,200 ($10,000) $606,200 $50,000 $30,000 $686,200 $197 $223 $3,548 $137,336
Sold 3 Mo's/Total: 9 88 3,226 2 4 3.5 3T 1.10% 0.00% $298  $629,700 ($10,000) $619,700 $50,000 $30,000 $699,700 $192 $217 $3,612 $139,811
Mo Rate: 3.0 1.8 3,357 2 5 45 3 1.10% 0.00% $298  $627,700 ($10,000) $617,700 $50,000 $30,000 $697,700 $184 $208 $3,602 $139,444
3,594 2 5 45 3 1.10% 0.00% $298  $655,200 ($10,000) $645,200 $50,000 $30,000 $725,200 $180 $202 $3,733 $144,485
Totals/Averages: 3,123 $617,200 ($10,000) $607,200 $50,000 $30,000 $687,200 $194 $220 $3,553 $137,519
Backcountry 70'+ SFD Shea
Product / Density: SFD 3.3 2,830 1 2 25 3T 1.10% 0.00% $298  $696,000 ($10,000) $686,000 $150,000 $60,000 $896,000 $242 $317 $4,541 $175,798
Configuration 8,500 8,500 3439 2 4 3.0 3 1.10% 0.00% $298  $713,000 ($10,000) $703,000  $150,000  $60,000 $913,000 $204 $265 $4,622 $178,915
Open / Total Units: 6/10/2017 30 3,523 2 3 45 3 1.10% 0.00% $298  $779,500 ($10,000) $769,500 $150,000 $60,000 $979,500 $218 $278 $4,937 $191,106
Sold 3 Mo's/Total: 8 12 3,637 2 4 45 3T 1.10% 0.00% $298  $731,500 ($10,000) $721,500 $150,000 $60,000 $931,500 $198 $256 $4,710 $182,306
Mo Rate: 2.0 2.0 3,795 2 4 45 2 1.10% 0.00% $298  $770,500 ($10,000) $760,500 $150,000 $60,000 $970,500 $200 $256 $4,894 $189,456
3,908 2 5 45 3 1.10% 0.00% $298  $750,500 ($10,000) $740,500 $150,000 $60,000 $950,500 $189 $243 $4,800 $185,789
Totals/Averages: 3,522 $740,167 ($10,000) $730,167 $150,000 $60,000 $940,167 $207 $267 $4,751 $183,895
Backcountry 55'+ SFD Shea
Product / Density: SFD 4.0 2,221 1 2 25 2 1.10% 0.45% $298  $583,000 ($10,000) $573,000  $116,600  $45,000 $734,600 $258 $331 $4,053 $156,872
Configuration. 7,000 7,000 2,320 1 2 25 2 1.10% 0.45% $298  $611,400 ($10,000) $601,400 $122,280 $45,000 $768,680 $259 $331 $4,227 $163,615
Open / Total Units: 1/1/2016 90 3,415 1 4 35 2 1.10% 0.45% $298  $641,400 ($10,000) $631,400 $128,280 $45,000 $804,680 $185 $236 $4,411 $170,737
Sold 3 Mo's/Total: 7 58
Mo Rate: 2.3 25
Totals/Averages: 2,652 $611,933 ($10,000) $601,933 $122,387 $45,000 $769,320 $227 $290 $4,230 $163,741
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Competitive Project Summary: The Highlands & Inspiration

JOHN [¢<BURNS

REAL ESTATE CONSULTING

SIZE PLAN CONFIGURATION TAX & HOA PRICE QUALIFY
SF Level Bed+ MBD Bath Pkg Base Add| HOA Base Incentive  Net Base Options  Premiums Net Total Base/SF Total/SF Total Pmf. Income
‘ The Highlands 76'+ SFD Toll Brothers

Product / Density SFD 3.2 3,405 1 3 25 3 110% 0.00% $115 $575,995 $0 $575,995 $125,000 $65,000 $765,995 $169 $225 $3,743 $144,880
Configuration: 8,740 76' X115' 3,573 2 4 3.0 3 1.10% 0.00% $115 $584,995 $0 $584,995 $125,000 $65,000 $774,995 $164 $217 $3,785 $146,530
Open / Total Units: 5/1/2014 54 3,630 2 4 30 3 110% 0.00% $115 $587,995 $0 $587,995 $125,000 $65,000 $777,995 $162 $214 $3,800 $147,080
Sold 3 Mo's/Total 5 68 3,798 2 4 35 3 1.10% 0.00% $115 $594,995 $0 $594,995 $125,000 $65,000 $784,995 $157 $207 $3,833 $148,364
Mo Rate: 1.7 1.6 3,999 2 4 35 3 1.10% 0.00% $115 $617,995 $0 $617,995 $125,000 $65,000 $807,995 $155 $202 $3,942 $152,580
Totals/Averages: 3,759 $594,495 $0 $594,495 $125,000 $65,000 $784,495 $158 $209 $3,830 $148,272

Inspiration 85' SFD CalAtlantic
Product / Density: SFD 3.3 1,856 1 3 20 2 1.05% 0.00% $86 $433,975 ($7,500) $426,475 $75,000 $25,000 $526,475 $230 $284 $2,557 $98,998
Configuration: 8500 85' x 100 1,991 1 3 20 2 105% 0.00% $86 $443,975 ($7,500) $436,475 $75,000 $25,000 $536,475 $219 $269 $2,604 $100,815
Open / Total Units: 12/1/2015 110 2,185 1 3 25 2 1.05% 0.00% $86 $457,975 ($7,500) $450,475 $75,000 $25,000 $550,475 $206 $252 $2,670 $103,359
Sold 3 Mo's/Total 6 85 2,316 1 3 25 3 1.05% 0.00% $86 $499,975 ($7,500) $492,475 $75,000 $25,000 $592,475 $213 $256 $2,867 $110,991
Mo Rate 2.0 35 2,393 1 3 35 3 1.05% 0.00% $86 $506,975 ($7,500) $499,475 $75,000 $25,000 $599,475 $209 $251 $2,900 $112,263
2,489 1 3 35 3 1.05% 0.00% $86 $517,975 ($7,500) $510,475 $75,000 $25,000 $610,475 $205 $245 $2,952 $114,262
2,735 1 3 35 3 105% 0.00% $86 $539,975 ($7,500) $532,475 $75,000 $25,000 $632,475 $195 $231 $3,055 $118,260
Totals/Averages: 2,281 $485,832 ($7,500) $478,332 $75,000 $25,000 $578,332 $210 $254 $2,801 $108,421
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JOHN [ BURNS
Limiting Conditions REAL ESTA'.fE CONSll,l{LTJING

The conclusions and presented in this report are based on our analysis of the information available to us from our own research and from
the client as of the date of this report. We assume that the information is correct and reliable and that we have been informed about any
issues that would affect project marketability or success potential.

Our conclusions and are based on current and expected performance of the national, and/or local economy and real estate market. Given
that economic conditions can change and real estate markets are cyclical, it is critical to monitor the economy and real estate market
continuously, and to revisit key project assumptions periodically to ensure that they are still justified.

The future is difficult to predict, particularly given that the economy and housing markets can be cyclical, as well as subject to changing
consumer and market psychology. There will usually be differences between projected and actual results because events and
circumstances frequently do not occur as expected, and the differences may be material. We do not express any form of assurance on the
achievability of any pricing or absorption estimates or reasonableness of the underlying assumptions.

In general, for projects out in the future, we are assuming “normal’ real estate market conditions, and not a condition of either prolonged
“boom” or “bust” market conditions. We do assume that economic, employment, and household growth will occur more or less in
accordance with current expectations. We are not taking into account major shifts in the level of consumer confidence; in the ability of
developers to secure needed project entitlements; in the cost of development or construction; in tax laws that favor or disfavor real estate
markets; or in the availability and/or cost of capital and mortgage financing for real estate developers, owners and buyers. Should there be
such major shifts affecting real estate markets, this analysis should be updated, with the conclusions summarized herein reviewed and
reevaluated under a potential range of build-out scenarios reflecting changed market conditions.

We have no responsibility to update our product analysis for events and circumstances occurring after the date of our report. This analysis
represents just one resource that the client should consider when assessing this development opportunity.
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ACCOUNTANT’S REPORT

The Board of Directors of
Crowfoot Valley Ranch Metropolitan District No. 2
Douglas County, Colorado

Management is responsible for the accompanying forecasted surplus cash balances and cash
receipts and disbursements of Crowfoot Valley Ranch Metropolitan District No. 2 (the “District”)
for the General Fund and Debt Service Fund using the cash basis of accounting for the calendar
years ending 2018 through 2048 (the “forecast”’) and the related summary of significant forecast
assumptions and accounting policies in accordance with the cash basis of accounting, and for
determining that the cash basis of accounting is an acceptable financial reporting framework.
We have performed a compilation engagement of the forecast in accordance with Statements
on Standards for Accounting and Review Services promulgated by the Accounting and Review
Services Committee of the American Institute of Certified Public Accountants (“AICPA”). We did
not audit or review the forecast nor were we required to perform any procedures to verify the
accuracy or completeness of the information provided by management. Accordingly, we do not
express an opinion, a conclusion, nor provide any form of assurance on the forecast.
Furthermore, because events and circumstances frequently do not occur as expected, even if
the development of residential units occurs with slower build-out, there will usually be
differences between the forecasted and actual results, 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.

The accompanying presentation of projected surplus cash balances and cash receipts and
disbursements of the District for the Debt Service Fund for the calendar years ending 2018
through 2048, under the hypothetical assumptions in Note 13, assuming that the development
of residential units occurs with slower build-out, is not a part of the forecast and is presented for
additional analysis only, and should not be used for any other purpose. Such projection has not
been subjected to the procedures applied in the compilation of the forecast, and we express no
assurance of any kind on it.

As discussed in Note 3, the forecast and the projection are presented on the cash basis of
accounting, whereas the historical financial statements for the forecast period and the projection
period are expected to be presented in conformity with generally accepted accounting principles
on the accrual basis for government wide statements and the modified accrual basis for
individual fund financial statements for all funds of the District by fund type.

A member of

Q Nexia

International



Guidelines for presentation of a forecast and a projection established by the AICPA require
disclosure of the differences resulting from the use of a different basis of accounting in the
forecast and the projection than that expected to be used in the historical financial statements
for the period. Accordingly, if the AICPA presentation guidelines were followed, the titles in the
forecast and the projection would indicate that the presentation reflects the following: surplus
cash balances and the cash received and disbursed rather than net position or fund balances
and the revenue and expenses or expenditures that would be recognized under generally
accepted accounting principles based on the accrual basis and the modified accrual basis of
accounting.

We are not independent with respect to the District.

Db Lo dfltpme £257

Greenwood Village, Colorado
June 13, 2018


kevin.collins@claconnect.com
new cla signature 2017


CROWFOOT VALLEY RANCH METROPOLITAN DISTRICT NO. 2
FORECASTED SURPLUS CASH BALANCES AND CASH RECEIPTS AND DISBURSEMENTS
GENERAL AND DEBT SERVICE FUNDS ONLY
SUMMARY - GENERAL FUND

FOR THE CALENDAR YEARS ENDING 2018 THROUGH 2048

Cash Receipts

Cash Disbursements

Cash Balances

Mill Levy Net Specific Total Developer Total Annual Cumulative
Collection Assessed General Fund Property Ownership Developer Cash Administrative Fire Advance Cash Surplus Surplus Collection
Year Value Operations Fire Total Taxes Taxes Advances Receipts Costs Protection Repayments | Disbursements Cash Cash Year
(See Page 9) Protection 98.00% 6.00% (To Page 10) 2.0% 98.0% (See Page 10) (Deficit) Balances
2018 618,910 77.388 7.462 84.850 51,727 5,173 - 56,900 50,574 4,526 - 55,100 1,800 1,800 2018
2019 618,910 22111 7.462 84.850 17,937 1,076 65,000 84,013 75,000 4,526 - 79,526 4,487 6,287 2019
2020 630,522 22111 7.462 84.850 18,273 1,096 62,000 81,370 76,500 4,611 - 81,111 259 6,546 2020
2021 3,261,661 22111 7.462 84.850 94,528 5,672 2,000 102,200 78,030 23,852 - 101,882 318 6,864 2021
2022 11,153,551 22.111 7.462 84.850 323,247 19,395 - 342,642 79,591 81,563 159,840 320,994 21,648 28,512 2022
2023 20,532,571 6.761 7.462 69.500 286,194 17,172 - 303,366 81,182 150,150 - 231,332 72,034 100,545 2023
2024 29,523,759 2.761 7.462 65.500 295,785 17,747 - 313,532 82,806 215,900 - 298,706 14,826 115,371 2024
2025 36,296,141 2.261 7.462 65.000 345,849 20,751 - 366,600 84,462 265,425 - 349,887 16,713 132,084 2025
2026 41,986,143 1.761 7.462 64.500 379,493 22,770 - 402,263 86,151 307,035 - 393,186 9,077 141,161 2026
2027 45,635,539 1.761 7.462 64.500 412,479 24,749 - 437,227 87,874 333,722 - 421,596 15,631 156,792 2027
2028 49,669,789 1.761 7.462 64.500 448,942 26,937 - 475,879 89,632 363,223 - 452,855 23,024 179,816 2028
2029 52,219,198 1.761 7.462 64.500 471,985 28,319 - 500,304 91,425 381,866 - 473,291 27,013 206,829 2029
2030 54,882,693 1.761 7.462 64.500 496,059 29,764 - 525,823 93,253 401,344 - 494,597 31,226 238,055 2030
2031 55,227,954 1.761 7.462 64.500 499,180 29,951 - 529,131 95,118 403,869 - 498,987 30,144 268,199 2031
2032 56,332,513 1.761 7.462 64.500 509,164 30,550 - 539,713 97,020 411,946 - 508,967 30,747 298,946 2032
2033 56,332,513 1.761 7.462 64.500 509,164 30,550 - 539,713 98,961 411,946 - 510,907 28,806 327,753 2033
2034 57,459,163 1.761 7.462 64.500 519,347 31,161 - 550,508 100,940 420,185 - 521,125 29,383 357,135 2034
2035 57,459,163 1.761 7.462 64.500 519,347 31,161 - 550,508 102,959 420,185 - 523,144 27,364 384,499 2035
2036 58,608,346 1.761 7.462 64.500 529,734 31,784 - 561,518 105,018 428,589 - 533,607 27,911 412,410 2036
2037 58,608,346 1.761 7.462 64.500 529,734 31,784 - 561,518 107,118 428,589 - 535,707 25,811 438,221 2037
2038 59,780,513 1.761 7.462 64.500 540,329 32,420 - 572,748 109,261 437,161 - 546,421 26,327 464,548 2038
2039 59,780,513 1.761 7.462 64.500 540,329 32,420 - 572,748 111,446 437,161 - 548,607 24,142 488,689 2039
2040 60,976,124 1.761 7.462 64.500 551,135 33,068 - 584,203 113,675 445,904 - 559,579 24,625 513,314 2040
2041 60,976,124 1.761 7.462 64.500 551,135 33,068 - 584,203 115,948 445,904 - 561,852 22,351 535,665 2041
2042 62,195,646 1.761 7.462 64.500 562,158 33,729 - 595,887 118,267 454,822 - 573,089 22,798 558,463 2042
2043 62,195,646 1.761 7.462 64.500 562,158 33,729 - 595,887 120,633 454,822 - 575,455 20,433 578,896 2043
2044 63,439,559 1.761 7.462 64.500 573,401 34,404 - 607,805 123,045 463,918 - 586,964 20,841 599,737 2044
2045 63,439,559 1.761 7.462 64.500 573,401 34,404 - 607,805 125,506 463,918 - 589,425 18,380 618,117 2045
2046 64,708,350 1.761 7.462 64.500 584,869 35,092 - 619,961 128,016 473,197 - 601,213 18,748 636,865 2046
2047 64,708,350 1.761 7.462 64.500 584,869 35,092 - 619,961 130,577 473,197 - 603,773 16,188 653,053 2047
2048 66,002,517 1.761 7.462 64.500 596,566 35,794 - 632,360 133,188 482,661 - 615,849 16,511 669,564 2048
13,478,518 810,780 129,000 14,418,298 3,093,180 10,495,714 159,840 13,748,734 669,564

This financial information should be read only in connection with the accompanying Summary of Significant Forecast Assumptions and Accounting Policies and Accountant's Report.
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CROWFOOT VALLEY RANCH METROPOLITAN DISTRICT NO. 2
FORECASTED SURPLUS CASH BALANCES AND CASH RECEIPTS AND DISBURSEMENTS
GENERAL AND DEBT SERVICE FUNDS ONLY
SUMMARY - DEBT SERVICE FUND
FOR THE CALENDAR YEARS ENDING 2018 THROUGH 2048

Cash Receipts
Net Specific Deposit to Total
Collection]| Assessed Mill Property Ownership | Facilities Surplus Cash

Year Value Levy Taxes Taxes Fees Fund Receipts
(See Page 9) 98.00% 6.00% | (See Page 8) | (See Page 11)|| (To Page 5)
2018 618,910 | 0.000 - - - 2,854,000 || 2,854,000
2019 618,910 | 55.277 33,527 2,012 - - 35,539
2020 630,522 | 55.277 34,156 2,049 438,000 - 474,206
2021 3,261,661 | 55.277 176,689 10,601 576,000 - 763,290
2022 11,153,551 | 55.277 604,204 36,252 576,000 - 1,216,456
2023 20,532,571 | 55.277 1,112,279 66,737 441,000 - 1,620,016
2024 29,523,759 | 55.277 1,599,345 95,961 306,000 - 2,001,306
2025 36,296,141 | 55.277 1,966,215 117,973 180,000 - 2,264,188
2026 41,986,143 | 55.277 || 2,274,451 136,467 156,000 - 2,566,918
2027 45,635,639 | 55.277 || 2,472,144 148,329 126,000 - 2,746,472
2028 49,669,789 | 55.277 || 2,690,685 161,441 93,000 - 2,945,126
2029 52,219,198 | 55.277 || 2,828,790 169,727 12,000 - 3,010,518
2030 54,882,693 | 55.277 || 2,973,076 178,385 - - 3,151,460
2031 55,227,954 | 55.277 || 2,991,779 179,507 - - 3,171,286
2032 56,332,513 | 55.277 || 3,051,614 183,097 - - 3,234,711
2033 56,332,513 | 55.277 || 3,051,614 183,097 - - 3,234,711
2034 57,459,163 | 55.277 || 3,112,647 186,759 - - 3,299,406
2035 57,459,163 | 55.277 || 3,112,647 186,759 - - 3,299,406
2036 58,608,346 | 55.277 || 3,174,900 190,494 - - 3,365,394
2037 58,608,346 | 55.277 || 3,174,900 190,494 - - 3,365,394
2038 59,780,513 | 55.277 || 3,238,398 194,304 - - 3,432,702
2039 59,780,513 | 55.277 || 3,238,398 194,304 - - 3,432,702
2040 60,976,124 | 55.277 || 3,303,166 198,190 - - 3,501,356
2041 60,976,124 | 55.277 || 3,303,166 198,190 - - 3,501,356
2042 62,195,646 | 55.277 || 3,369,229 202,154 - - 3,571,383
2043 62,195,646 | 55.277 || 3,369,229 202,154 - - 3,571,383
2044 63,439,559 | 55.277 || 3,436,614 206,197 - - 3,642,810
2045 63,439,659 | 55.277 || 3,436,614 206,197 - - 3,642,810
2046 64,708,350 | 55.277 || 3,505,346 210,321 - - 3,715,667
2047 64,708,350 | 55.277 || 3,505,346 210,321 - - 3,715,667
2048 66,002,517 | 55.277 || 3,575,453 214,527 - - 3,789,980
77,716,618 4,662,997 2,904,000 2,854,000 || 88,137,615

This financial information should be read only in connection with the accompanying Summary of Significant Forecast Assumptions and Accounting Policies and Accountant's Report.
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CROWFOOT VALLEY RANCH METROPOLITAN DISTRICT NO. 2
FORECASTED SURPLUS CASH BALANCES AND CASH RECEIPTS AND DISBURSEMENTS
GENERAL AND DEBT SERVICE FUNDS ONLY
SUMMARY - DEBT SERVICE FUND
FOR THE CALENDAR YEARS ENDING 2018 THROUGH 2048

| Cash Disbursements
Net Debt Senior Cumulative Net Debt Cash Balances
Total Service on 2018A Surplus Fund Debt Cash Service on Total Annual | Cumulative
Collection Cash 2018A Bonds | Transferto |Cumulative| Maximum | Coverage | Available for | 2018B Bonds Cash Surplus Surplus  |[Collection
Year Receipts $31,945,000 (Release Surplus Balance at Cap Sub Bonds $3,260,000 Disbursements Cash Cash Year
(See Page 4) || (See Page 11) from) Balance |$6,389,000 | 55.277 (See Page 12) (Deficit) Balances
2018 2,854,000 - 2,854,000 2,854,000 6,389,000 - - 2,854,000 - - 2018
2019 35,539 - 35,539 2,889,539 6,389,000 - - 35,539 - - 2019
2020 474,206 - 474,206 3,363,745 6,389,000 - - 474,206 - - 2020
2021 763,290 846,513 (83,222) 3,280,522 6,389,000 22.2% - - 763,290 - - 2021
2022 1,216,456 1,824,819 (608,362) 2,672,160 6,389,000 35.1% - - 1,216,456 - - 2022
2023 1,620,016 1,824,819 (204,803) 2,467,357 6,389,000 64.7% - - 1,620,016 - - 2023
2024 2,001,306 1,824,819 176,487 2,643,844 6,389,000 93.0% - - 2,001,306 - - 2024
2025 2,264,188 1,824,819 439,369 3,083,213 6,389,000 114.3% - - 2,264,188 - - 2025
2026 2,566,918 1,849,819 717,099 3,800,312 6,389,000 130.5% - - 2,566,918 - - 2026
2027 2,746,472 2,013,413 733,060 4,533,372 6,389,000 130.3% - - 2,746,472 - - 2027
2028 2,945,126 2,192,725 752,401 5,285,773 6,389,000 130.2% - - 2,945,126 - - 2028
2029 3,010,518 2,306,350 704,168 5,989,941 6,389,000 130.2% - - 3,010,518 - - 2029
2030 3,151,460 2,422,381 399,059 6,389,000 6,389,000 130.2% 330,020 330,020 3,151,460 - - 2030
2031 3,171,286 2,435,256 - 6,389,000 6,389,000 130.4% 736,029 736,029 3,171,286 - - 2031
2032 3,234,711 2,485,319 - 6,389,000 6,389,000 130.3% 749,393 749,393 3,234,711 - - 2032
2033 3,234,711 2,485,319 - 6,389,000 6,389,000 130.3% 749,393 749,393 3,234,711 - - 2033
2034 3,299,406 2,537,788 - 6,389,000 6,389,000 130.2% 761,618 761,618 3,299,406 - - 2034
2035 3,299,406 2,534,631 - 6,389,000 6,389,000 130.3% 764,774 764,774 3,299,406 - - 2035
2036 3,365,394 2,588,663 - 6,389,000 6,389,000 130.2% 776,731 776,731 3,365,394 - - 2036
2037 3,365,394 2,586,506 - 6,389,000 6,389,000 130.3% 778,887 778,887 3,365,394 - - 2037
2038 3,432,702 2,635,975 - 6,389,000 6,389,000 130.4% 796,727 796,727 3,432,702 - - 2038
2039 3,432,702 2,638,975 - 6,389,000 6,389,000 130.2% 793,727 793,727 3,432,702 - - 2039
2040 3,501,356 2,691,063 - 6,389,000 6,389,000 130.3% 810,293 810,293 3,501,356 - - 2040
2041 3,501,356 2,690,675 - 6,389,000 6,389,000 130.3% 810,681 810,681 3,501,356 - - 2041
2042 3,571,383 2,745,400 - 6,389,000 6,389,000 130.2% 825,983 825,983 3,571,383 - - 2042
2043 3,571,383 2,746,788 - 6,389,000 6,389,000 130.2% 824,595 824,595 3,571,383 - - 2043
2044 3,642,810 2,797,425 - 6,389,000 6,389,000 130.4% 845,385 845,385 3,642,810 - - 2044
2045 3,642,810 2,799,150 - 6,389,000 6,389,000 130.3% 843,660 843,660 3,642,810 - - 2045
2046 3,715,667 2,854,263 - 6,389,000 6,389,000 130.3% 861,404 861,404 3,715,667 - - 2046
2047 3,715,667 2,854,313 - 6,389,000 6,389,000 130.3% 861,354 861,354 3,715,667 - - 2047
2048 3,789,980 6,011,888 (6,389,000) - - 63.1% 4,167,092 4,145,526 3,768,414 21,566 21,566 2048
88,137,615 70,049,869 - 18,087,746 18,066,180 88,116,049 21,566

This financial information should be read only in connection with the accompanying Summary of Significant Forecast Assumptions and Accounting Policies and Accountant's Report.
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CROWFOOT VALLEY RANCH METROPOLITAN DISTRICT NO. 2

FORECASTED SURPLUS CASH BALANCES AND CASH RECEIPTS AND DISBURSEMENTS
GENERAL AND DEBT SERVICE FUNDS ONLY
SCHEDULE OF ESTIMATED ASSESSED VALUATION
FOR THE CALENDAR YEARS ENDING 2018 THROUGH 2048

Residential Development
50' SFD Standard (Lyon) 60' SFD Standard (Lyon) 60' SFD Luxury (Lennar) 70' SFD Standard (Lyon)
Number of Est. Market Annual Number of Est. Market Annual Number of Est. Market Annual Number of Est. Market Annual
Construction | Collection|[ Residential Vacant Value per Market Residential Vacant Value per Market Residential Vacant Value per Market Residential Vacant Value per Market
Year Year Units Land Unit Value of Units Land Unit Value of Units Land Unit Value of Units Land Unit Value of
Completed 10% $509,800 | New Units | Completed 10% $560,500 New Units Completed 10% $618,200 | New Units | Completed 10% $560,500 New Units
Inflation at 2.0% beginning in 2023 2.0% 2.0% 2.0% 2.0%
2016 2018 - - - - - - - -
2017 2019 - - 509,800 - - - 560,500 - - - 618,200 - - - 560,500 -
2018 2020 - - 509,800 - - - 560,500 - - - 618,200 - - - 560,500 -
2019 2021 - 1,376,460 534,777 - - 1,513,350 588,013 - - 1,854,600 648,508 - - 1,457,300 588,013 -
2020 2022 27 611,760 552,500 14,917,500 27 672,600 607,500 16,402,500 30 370,920 670,000 20,100,000 26 224,200 607,500 15,795,000
2021 2023 39 - 560,788 21,870,732 39 - 616,613 24,047,907 36 - 680,050 24,481,800 30 - 616,613 18,498,390
2022 2024 39 - 563,591 21,980,049 39 - 619,696 24,168,144 36 (2,163,700) 683,450 24,604,200 30 (896,800) 619,696 18,590,880
2023 2025 39 (1,682,340) 574,863 22,419,650 39 (168,150) 632,090 24,651,507 1 (61,820) 697,119 697,119 14 (784,700) 632,090 8,849,259
2024 2026 6 (305,880) 586,360 3,518,160 36 (2,017,800) 644,732 23,210,342 - - 711,061 - - - 644,732 -
2025 2027 - - 598,087 - - - 657,626 - - - 725,283 - - - 657,626 -
2026 2028 - - 610,049 - - - 670,779 - - - 739,788 - - - 670,779 -
2027 2029 - - 622,250 - - - 684,194 - - - 754,584 - - - 684,194 -
2028 2030 - - 634,695 - - - 697,878 - - - 769,676 - - - 697,878 -
2029 2031 - - 647,389 - - - 711,836 - - - 785,069 - - - 711,836 -
2030 2032 - - - - - - - - - - - - - - - -
2031 2033 - - - - - - - - - - - - - - - -
2032 2034 - - - - - - - - - - - - - - - -
2033 2035 - - - - - - - - - - - - - - - -
2034 2036 - - - - - - - - - - - - - - - -
2035 2037 - - - - - - - - - - - - - - - -
2036 2038 - - - - - - - - - - - - - - - -
2037 2039 - - - - - - - - - - - - - - - -
2038 2040 - - - - - - - - - - - - - - - -
2039 2041 - - - - - - - - - - - - - - - -
2040 2042 - - - - - - - - - - - - - - - -
2041 2043 - - - - - - - - - - - - - - - -
2042 2044 - - - - - - - - - - - - - - - -
2043 2045 - - - - - - - - - - - - - - - -
2044 2046 - - - - - - - - - - - - - - - -
2045 2047 - - - - - - - - - - - - - - - -
2046 2048 - - - - - - - - - - - - - - - -
150 - 84,706,091 180 - 112,480,400 103 - 69,883,119 100 - 61,733,529

This financial information should be read only in connection with the accompanying Summary of Significant Forecast Assumptions and Accounting Policies and Accountant's Report.
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CROWFOOT VALLEY RANCH METROPOLITAN DISTRICT NO. 2

FORECASTED SURPLUS CASH BALANCES AND CASH RECEIPTS AND DISBURSEMENTS
GENERAL AND DEBT SERVICE FUNDS ONLY

SCHEDULE OF ESTIMATED ASSESSED VALUATION

FOR THE CALENDAR YEARS ENDING 2018 THROUGH 2048

Residential Development

70' SFD Luxury (Weekley and TBD)

80" SFD Luxury (Toll & Spec)

100' SFD Luxury (Custom & Spec)

Number of Est. Market Annual Number of Est. Market Annual Number of Est. Market Annual
Construction | Collection || Residential Vacant Value per Market Residential Vacant Value per Market Residential Vacant Value per Market
Year Year Units Land Unit Value of Units Land Unit Value of Units Land Unit Value of
Completed 10% $640,400 New Units Completed 10% $778,900 New Units | Completed 10% $1,384,100 New Units
Inflation at 2.0% beginning in 2022 2.0% 2.0% 2.0%
2016 2018 - - - - - -
2017 2019 - - 640,400 - - - 778,900 - - - 1,384,100 -
2018 2020 - - 640,400 - - - 778,900 - - - 1,384,100 -
2019 2021 - 1,088,680 671,739 - - 1,090,460 817,024 - - 692,050 1,451,885 -
2020 2022 17 448,280 694,000 11,798,000 14 311,560 844,100 11,817,400 5 138,410 1,500,000 7,500,000
2021 2023 24 - 704,410 16,905,840 18 - 856,762 15,421,716 6 - 1,522,500 9,135,000
2022 2024 24 384,240 707,932 16,990,368 18 - 861,045 15,498,810 6 - 1,530,113 9,180,678
2023 2025 30 384,240 722,091 21,662,719 18 - 878,266 15,808,786 6 - 1,560,715 9,364,292
2024 2026 36 - 736,532 26,515,168 18 - 895,831 16,124,962 6 - 1,591,930 9,551,577
2025 2027 36 - 751,263 27,045,472 18 (623,120) 913,748 16,447,461 6 - 1,623,768 9,742,609
2026 2028 36 - 766,288 27,586,381 10 (778,900) 932,023 9,320,228 6 - 1,656,244 9,937,461
2027 2029 36 (704,440) 781,614 28,138,109 - - 950,663 - 6 - 1,689,368 10,136,210
2028 2030 25  (1,601,000) 797,246 19,931,160 - - 969,677 - 6 (276,820) 1,723,156 10,338,935
2029 2031 - - 813,191 - - - 989,070 - 4 (553,640) 1,757,619 7,030,475
2030 2032 - - - - - - - - - - - -
2031 2033 - - - - - - - - - - - -
2032 2034 - - - - - - - - - - - -
2033 2035 - - - - - - - - - - - -
2034 2036 - - - - - - - - - - - -
2035 2037 - - - - - - - - - - - -
2036 2038 - - - - - - - - - - - -
2037 2039 - - - - - - - - - - - -
2038 2040 - - - - - - - - - - - -
2039 2041 - - - - - - - - - - - -
2040 2042 - - - - - - - - - - - -
2041 2043 - - - - - - - - - - - -
2042 2044 - - - - - - - - - - - -
2043 2045 - - - - - - - - - - - -
2044 2046 - - - - - - - - - - - -
2045 2047 - - - - - - - - - - - -
2046 2048 - - - - - - - - - - - -
264 - 196,573,217 114 - 100,439,363 57 - 91,917,237

This financial information should be read only in connection with the accompanying Summary of Significant Forecast Assumptions and Accounting Policies and Accountant's Report.
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CROWFOOT VALLEY RANCH METROPOLITAN DISTRICT NO. 2

FORECASTED SURPLUS CASH BALANCES AND CASH RECEIPTS AND DISBURSEMENTS
GENERAL AND DEBT SERVICE FUNDS ONLY
SCHEDULE OF ESTIMATED ASSESSED VALUATION
FOR THE CALENDAR YEARS ENDING 2018 THROUGH 2048

This financial information should be read only in connection with the accompanying Summary of Significant Forecast Assumptions and Accounting Policies and Accountant's Report.
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Residential Development
TOTAL RESIDENTIAL UNITS Est. Biennial Cumulative Estimated FACILITIES
Total Annual Existing Revaluation Market Residential || RESIDENTIAL FEES AT
Construction | Collection Number of Value of New Actual per State Value Assessment ASSESSED $3,000
Year Year Units Residential Valuation Statute @ of New Ratio VALUATION PER UNIT
Completed Units 2.0% Residences (To Page 9) (To Page 4)
2016 2018 - - 563,529 563,529 7.20% 40,570 -
2017 2019 - - - 563,529 7.20% 40,570 -
2018 2020 - - - 11,271 574,800 7.20% 41,386 438,000
2019 2021 - - - 574,800 7.20% 41,386 576,000
2020 2022 146 98,330,400 - 11,496 98,916,696 7.20% 7,122,002 576,000
2021 2023 192 130,361,385 - 229,278,081 7.20% 16,508,022 441,000
2022 2024 192 131,013,129 - 4,585,562 || 364,876,771 7.20% 26,271,128 306,000
2023 2025 147 103,453,332 - 468,330,103 7.20% 33,719,767 180,000
2024 2026 102 78,920,210 - 9,366,602 || 556,616,915 7.20% 40,076,418 156,000
2025 2027 60 53,235,542 - 609,852,457 7.20% 43,909,377 126,000
2026 2028 52 46,844,070 - 12,197,049 | 668,893,576 7.20% 48,160,337 93,000
2027 2029 42 38,274,319 - 707,167,895 7.20% 50,916,088 12,000
2028 2030 31 30,270,095 - 14,143,358 || 751,581,348 7.20% 54,113,857 -
2029 2031 4 7,030,475 - 758,611,823 7.20% 54,620,051 -
2030 2032 - - - 15,172,236 || 773,784,060 7.20% 55,712,452 -
2031 2033 - - - 773,784,060 7.20% 55,712,452 -
2032 2034 - - - 15,475,681 || 789,259,741 7.20% 56,826,701 -
2033 2035 - - - 789,259,741 7.20% 56,826,701 -
2034 2036 - - - 15,785,195 || 805,044,936 7.20% 57,963,235 -
2035 2037 - - - 805,044,936 7.20% 57,963,235 -
2036 2038 - - - 16,100,899 || 821,145,835 7.20% 59,122,500 -
2037 2039 - - - 821,145,835 7.20% 59,122,500 -
2038 2040 - - - 16,422,917 || 837,568,751 7.20% 60,304,950 -
2039 2041 - - - 837,568,751 7.20% 60,304,950 -
2040 2042 - - - 16,751,375 || 854,320,126 7.20% 61,511,049 -
2041 2043 - - - 854,320,126 7.20% 61,511,049 -
2042 2044 - - - 17,086,403 || 871,406,529 7.20% 62,741,270 -
2043 2045 - - - 871,406,529 7.20% 62,741,270 -
2044 2046 - - - 17,428,131 | 888,834,659 7.20% 63,996,095 -
2045 2047 - - - 888,834,659 7.20% 63,996,095 -
2046 2048 - - - 17,776,693 || 906,611,353 7.20% 65,276,017 -
968 717,732,957 563,529 || 188,314,866 2,904,000




CROWFOOT VALLEY RANCH METROPOLITAN DISTRICT NO. 2

FORECASTED SURPLUS CASH BALANCES AND CASH RECEIPTS AND DISBURSEMENTS
GENERAL AND DEBT SERVICE FUNDS ONLY

SCHEDULE OF ESTIMATED ASSESSED VALUATION

FOR THE CALENDAR YEARS ENDING 2018 THROUGH 2048

This financial information should be read only in connection with the accompanying Summary of Significant Forecast Assumptions and Accounting Policies and Accountant's Report.
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Platted and Improved Land
Annual Cumulative Estimated
Actual Existing Market Land LAND STATE RESIDENTIAL TOTAL
Construction | Collection Adjustment Actual Value of Assessment ASSESSED ASSESSED ASSESSED ASSESSED Collection
Year Year to Vacant Valuation Vacant Ratio VALUATION VALUATION VALUATION VALUATION Year
Land Land 2.0% (See Page 8) (To Pages 3 & 4)
2016 2018 - 132,891 132,891 29.00% 38,540 539,800 40,570 618,910 2018
2017 2019 - - 132,891 29.00% 38,540 539,800 40,570 618,910 2019
2018 2020 - - 132,891 29.00% 38,540 550,596 41,386 630,522 2020
2019 2021 9,072,900 - 9,205,791 29.00% 2,669,679 550,596 41,386 3,261,661 2021
2020 2022 2,777,730 (18,206) 11,965,315 29.00% 3,469,941 561,608 7,122,002 11,153,551 2022
2021 2023 - (24,137) 11,941,178 29.00% 3,462,942 561,608 16,508,022 20,532,571 2023
2022 2024 (2,676,260) (24,258) 9,240,660 29.00% 2,679,791 572,840 26,271,128 29,523,759 2024
2023 2025 (2,312,770) (19,155) 6,908,735 29.00% 2,003,533 572,840 33,719,767 36,296,141 2025
2024 2026 (2,323,680) (14,612) 4,570,443 29.00% 1,325,428 584,297 40,076,418 41,986,143 2026
2025 2027 (623,120) (9,857) 3,937,466 29.00% 1,141,865 584,297 43,909,377 45,635,539 2027
2026 2028 (778,900) (8,673) 3,149,893 29.00% 913,469 595,983 48,160,337 49,669,789 2028
2027 2029 (704,440) (7,087) 2,438,366 29.00% 707,126 595,983 50,916,088 52,219,198 2029
2028 2030 (1,877,820) (5,605) 554,942 29.00% 160,933 607,902 54,113,857 54,882,693 2030
2029 2031 (553,640) (1,302) - 29.00% - 607,902 54,620,051 55,227,954 2031
2030 2032 - - - 29.00% - 620,061 55,712,452 56,332,513 2032
2031 2033 - - - 29.00% - 620,061 55,712,452 56,332,513 2033
2032 2034 - - - 29.00% - 632,462 56,826,701 57,459,163 2034
2033 2035 - - - 29.00% - 632,462 56,826,701 57,459,163 2035
2034 2036 - - - 29.00% - 645,111 57,963,235 58,608,346 2036
2035 2037 - - - 29.00% - 645,111 57,963,235 58,608,346 2037
2036 2038 - - - 29.00% - 658,013 59,122,500 59,780,513 2038
2037 2039 - - - 29.00% - 658,013 59,122,500 59,780,513 2039
2038 2040 - - - 29.00% - 671,173 60,304,950 60,976,124 2040
2039 2041 - - - 29.00% - 671,173 60,304,950 60,976,124 2041
2040 2042 - - - 29.00% - 684,597 61,511,049 62,195,646 2042
2041 2043 - - - 29.00% - 684,597 61,511,049 62,195,646 2043
2042 2044 - - - 29.00% - 698,289 62,741,270 63,439,559 2044
2043 2045 - - - 29.00% - 698,289 62,741,270 63,439,559 2045
2044 2046 - - - 29.00% - 712,255 63,996,095 64,708,350 2046
2045 2047 - - - 29.00% - 712,255 63,996,095 64,708,350 2047
2046 2048 - - - 29.00% - 726,500 65,276,017 66,002,517 2048




CROWFOOT VALLEY RANCH METROPOLITAN DISTRICT NO. 2

FORECASTED SURPLUS CASH BALANCES AND CASH RECEIPTS AND DISBURSEMENTS
GENERAL AND DEBT SERVICE FUNDS ONLY

SCHEDULE OF ESTIMATED DEVELOPER ADVANCES

FOR THE CALENDAR YEARS ENDING 2018 THROUGH 2048

DEVELOPER ADVANCES - GENERAL FUND

Year

Annual
Developer
Advances -

O&M

Costs
(See Page 3)

Annual
Developer
Advance
Repayments -
From
Surplus Cash

Cumulative
Outstanding
Developer
Advances

Interest
Accrued on
Outstanding

Advances
at Simple

8.00%

Annual
Interest
Repayments
From
Surplus Cash

Cumulative
Outstanding
Interest

Cumulative
Outstanding
Developer
Advances
Including
Interest

2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042
2043
2044
2045
2046
2047
2048

65,000
62,000
2,000

65,000
127,000
129,000

2,600
7,680
10,240
10,320

67,600
137,280
149,520

129,000

(129,000)

30,840

(30,840)

Total Repayments 159,840

This financial information should be read only in connection with the accompanying Summary of Significant Forecast Assumptions and Accounting Policies and Accountant's Report.
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CROWFOOT VALLEY RANCH METROPOLITAN DISTRICT NO. 2

FORECASTED SURPLUS CASH BALANCES AND CASH RECEIPTS AND DISBURSEMENTS
GENERAL AND DEBT SERVICE FUNDS ONLY

SCHEDULE OF ESTIMATED 2018A SENIOR BONDS DEBT SERVICE REQUIREMENTS
FOR THE CALENDAR YEARS ENDING 2018 THROUGH 2048

2018A Senior Bond Issue
Dated: June 19, 2018 $31,945,000
Issued: June 19, 2018
Interest Rate: 5.625%-5.75%
Principal payments due on December 1
Total 2018A Reduce By Net 2018A
Senior Capitalized Senior Bond
Bonds Interest Bonds Principal
Year Principal Coupon Interest Debt Service Fund Debt Service Outstanding Year
(To Page 5)
2018 - 5.625% 821,168 821,168 (821,168) - 31,945,000 2018
2019 - 5.625% 1,824,819 1,824,819 (1,824,819) - 31,945,000 2019
2020 - 5.625% 1,824,819 1,824,819 (1,824,819) - 31,945,000 2020
2021 - 5.625% 1,824,819 1,824,819 (978,306) 846,513 31,945,000 2021
2022 - 5.625% 1,824,819 1,824,819 - 1,824,819 31,945,000 2022
2023 - 5.625% 1,824,819 1,824,819 - 1,824,819 31,945,000 2023
2024 - 5.625% 1,824,819 1,824,819 - 1,824,819 31,945,000 2024
2025 - 5.625% 1,824,819 1,824,819 - 1,824,819 31,945,000 2025
2026 25,000 5.625% 1,824,819 1,849,819 - 1,849,819 31,920,000 2026
2027 190,000 5.625% 1,823,413 2,013,413 - 2,013,413 31,730,000 2027
2028 380,000 5.625% 1,812,725 2,192,725 - 2,192,725 31,350,000 2028
2029 515,000 5.625% 1,791,350 2,306,350 - 2,306,350 30,835,000 2029
2030 660,000 5.625% 1,762,381 2,422,381 - 2,422,381 30,175,000 2030
2031 710,000 5.625% 1,725,256 2,435,256 - 2,435,256 29,465,000 2031
2032 800,000 5.625% 1,685,319 2,485,319 - 2,485,319 28,665,000 2032
2033 845,000 5.625% 1,640,319 2,485,319 - 2,485,319 27,820,000 2033
2034 945,000 5.625% 1,592,788 2,537,788 - 2,537,788 26,875,000 2034
2035 995,000 5.625% 1,539,631 2,534,631 - 2,534,631 25,880,000 2035
2036 1,105,000 5.625% 1,483,663 2,588,663 - 2,588,663 24,775,000 2036
2037 1,165,000 5.625% 1,421,506 2,586,506 - 2,586,506 23,610,000 2037
2038 1,280,000 5.625% 1,355,975 2,635,975 - 2,635,975 22,330,000 2038
2039 1,355,000 5.750% 1,283,975 2,638,975 - 2,638,975 20,975,000 2039
2040 1,485,000 5.750% 1,206,063 2,691,063 - 2,691,063 19,490,000 2040
2041 1,570,000 5.750% 1,120,675 2,690,675 - 2,690,675 17,920,000 2041
2042 1,715,000 5.750% 1,030,400 2,745,400 - 2,745,400 16,205,000 2042
2043 1,815,000 5.750% 931,788 2,746,788 - 2,746,788 14,390,000 2043
2044 1,970,000 5.750% 827,425 2,797,425 - 2,797,425 12,420,000 2044
2045 2,085,000 5.750% 714,150 2,799,150 - 2,799,150 10,335,000 2045
2046 2,260,000 5.750% 594,263 2,854,263 - 2,854,263 8,075,000 2046
2047 2,390,000 5.750% 464,313 2,854,313 - 2,854,313 5,685,000 2047
2048 5,685,000 5.750% 326,888 6,011,888 - 6,011,888 - 2048
31,945,000 43,553,981 75,498,981 (5,449,112) 70,049,869
USE OF PROCEEDS:
Project Fund 22,765,988
Capitalized Interest 5,449,112
Deposit to 2018A Surplus Fund 2,854,000
Underwriter's discount 638,900
Issuance Costs 223,162
Contingency 13,838
31,945,000

This financial information should be read only in connection with the accompanying Summary of Significant Forecast Assumptions and
Accounting Policies and Accountant's Report.
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CROWFOOT VALLEY RANCH METROPOLITAN DISTRICT NO. 2
FORECASTED SURPLUS CASH BALANCES AND CASH RECEIPTS AND DISBURSEMENTS
GENERAL AND DEBT SERVICE FUNDS ONLY
SCHEDULE OF ESTIMATED 2018B SUBORDINATE BONDS DEBT SERVICE REQUIREMENTS
FOR THE CALENDAR YEARS ENDING 2018 THROUGH 2048

2018B Subordinate Bond Issue
Dated: June 19, 2018 $3,260,000
Issued: June 19, 2018
Interest Rate: 8.000% compounded annually
Principal payments due on December 15
Bond Interest
Bond Principal Interest Accrued Total 2018B
on Outstanding Cumulative Subordinate
Principal Outstanding Principal Interest Unpaid Bonds
Payments Balance and Unpaid Payments Interest Debt Service
Year Interest Payments Year
(To Page 5)
2018 - 3,260,000 127,502 - 127,502 - 2018
2019 - 3,260,000 271,000 - 398,502 - 2019
2020 - 3,260,000 292,680 - 691,183 - 2020
2021 - 3,260,000 316,095 - 1,007,277 - 2021
2022 - 3,260,000 341,382 - 1,348,659 - 2022
2023 - 3,260,000 368,693 - 1,717,352 - 2023
2024 - 3,260,000 398,188 - 2,115,540 - 2024
2025 - 3,260,000 430,043 - 2,545,584 - 2025
2026 - 3,260,000 464,447 - 3,010,030 - 2026
2027 - 3,260,000 501,602 - 3,511,633 - 2027
2028 - 3,260,000 541,731 - 4,053,363 - 2028
2029 - 3,260,000 585,069 - 4,638,432 - 2029
2030 - 3,260,000 631,875 330,020 4,940,287 330,020 2030
2031 - 3,260,000 656,023 736,029 4,860,281 736,029 2031
2032 - 3,260,000 649,622 749,393 4,760,511 749,393 2032
2033 - 3,260,000 641,641 749,393 4,652,759 749,393 2033
2034 - 3,260,000 633,021 761,618 4,524,161 761,618 2034
2035 - 3,260,000 622,733 764,774 4,382,120 764,774 2035
2036 - 3,260,000 611,370 776,731 4,216,758 776,731 2036
2037 - 3,260,000 598,141 778,887 4,036,011 778,887 2037
2038 - 3,260,000 583,681 796,727 3,822,965 796,727 2038
2039 - 3,260,000 566,637 793,727 3,595,876 793,727 2039
2040 - 3,260,000 548,470 810,293 3,334,053 810,293 2040
2041 - 3,260,000 527,524 810,681 3,050,897 810,681 2041
2042 - 3,260,000 504,872 825,983 2,729,786 825,983 2042
2043 - 3,260,000 479,183 824,595 2,384,373 824,595 2043
2044 - 3,260,000 451,550 845,385 1,990,538 845,385 2044
2045 - 3,260,000 420,043 843,660 1,566,921 843,660 2045
2046 - 3,260,000 386,154 861,404 1,091,670 861,404 2046
2047 - 3,260,000 348,134 861,354 578,450 861,354 2047
2048 3,260,000 - 307,076 885,526 - 4,145,526 2048
3,260,000 14,806,180 14,806,180 18,066,180
USES OF FUNDS
Project Fund 3,162,200
Underwriter Discount 97,800
3,260,000

This financial information should be read only in connection with the accompanying Summary of Significant Forecast Assumptions and
Accounting Policies and Accountant's Report.
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CROWFOOT VALLEY RANCH METROPOLITAN DISTRICT NO. 2
SUMMARY OF SIGNIFICANT FORECAST ASSUMPTIONS
AND ACCOUNTING POLICIES
JUNE 13, 2018

NOTE 1) NATURE AND LIMITATION OF FORECAST

This forecast of financial information is for the purpose of a financial analysis of the proposed
issuance of Limited Tax General Obligation Bonds, Series 2018A (the “2018A Senior Bonds”)
and of Subordinate Limited Tax General Obligation Bonds, Series 2018B (the “2018B
Subordinate Bonds,” and together with the 2018A Senior Bonds, the “Bonds”) of Crowfoot
Valley Ranch Metropolitan District No. 2 (the “District”), located in Douglas County (the
“County”), Colorado. The forecast displays how the proposed Bonds will be repaid from the
forecasted cash receipts and disbursements of the District under the following assumptions.

This financial forecast presents, to the best knowledge and belief of the Board of Directors of
the District (collectively, “Management”), the District's expected cash position and results of
cash receipts and disbursements for the forecast period for the General Fund and Debt Service
Fund. Accordingly, the forecast reflects Management’s judgment, as of June 13, 2018, the date
of this forecast, of the expected conditions within the District and the District's expected course
of action.

The assumptions disclosed herein are those that Management believes are significant to the
forecast; however, they are not all-inclusive. There will usually be differences between
forecasted and actual results, because events and circumstances frequently do not occur as
expected, and those differences may be material.

Certain assumptions are based on general environmental factors that are beyond any entity’s
ability to predict, such as the rate of inflation. Assumptions relating to market values of the
residential properties, the build-out schedule of such properties, and the rate of inflation on such
properties are particularly sensitive as they relate to the forecast. A small variation in these
assumptions could have a large effect on the forecasted results. There is a high probability that
the forecasted assessed values derived from these assumptions will vary from the actual future
assessed values.

The forecast is expressed in terms of 2018 dollars, with adjustments for inflation. The market
values per unit for residential properties are forecasted to increase 4.9% in 2019, 3.3% in 2020,
1.5% in 2021, 0.5% in 2022 and 2% compounded annually, starting in 2023, through build-out,
as projected in the Market Study (see Note 4). After the residential properties are constructed,
the market values of the constructed properties are added to the cumulative market value of
developed properties. Such cumulative market values are forecasted to increase 2% biennially
pursuant to the reassessment of property required by State statute. Administrative Costs are
forecasted to increase by 2% annually.

The two separate Indentures of Trust authorizing the issuance of the 2018A Senior Bonds (the
“2018A Senior Indenture”) and the 2018B Subordinate Bonds (the “2018B Subordinate
Indenture” and together with the 2018A Senior Indenture, the “Indentures”) are discussed in this
Summary of Significant Forecast Assumptions and Accounting Policies. Any reference to the
Indentures herein is a summarization only. The full Indentures are available to the investors of
the Bonds and will prevail in the event of a conflict between the Indentures and the forecast.

Certain capitalized terms in this forecast may not be defined herein. The reader of this forecast
should refer to the Indentures for such definitions.
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CROWFOOT VALLEY RANCH METROPOLITAN DISTRICT NO. 2
SUMMARY OF SIGNIFICANT FORECAST ASSUMPTIONS
AND ACCOUNTING POLICIES
JUNE 13, 2018

NOTE 2) DEVELOPER

The Development is a project of HT Canyons South, LP, a Delaware limited partnership, acting
through its subsidiaries HT Canyons South Development LP, a Delaware limited partnership,
and HT Canyons South Land LP, a Delaware limited partnership (collectively, the “Developer”).
HT Canyons South, LP is a joint venture of and is owned by a subsidiary of Hines Interests
Limited Partnership (“Hines”) as general partner and TREZ Capital (“TREZ”), as limited partner.
The Developer is member-managed by Hines pursuant to an operating agreement entered into
between Hines and TREZ. In addition, the Developer has engaged Hines as development
manager for the Development pursuant to a Development Management Agreement. Certain
members of Management are associated with or related to the Developers.

The Developer has prepared the residential construction schedule based upon their knowledge
and experience in developing other residential properties. The residential construction schedule
is an estimation of absorption and provides assumptions regarding market values for the
planned residential development, and was independently assessed by the Market Study.

NOTE 3) BASIS OF ACCOUNTING

The basis of accounting for this forecast is the cash basis, which is a basis of accounting that is
different from that required by the generally accepted accounting principles under which the
District will prepare its financial statements.

NOTE 4) MARKET STUDY

The District has retained John Burns Real Estate Consulting, La Jolla, California (‘JBREC”) to
prepare a market forecast of product, pricing and absorption for the Development dated May 30,
2018 (the “Market Study”). The primary purpose of the Market Study is to assess the
parameters of the Development, including proposed land uses in light of area market trends in
order to provide absorption and projected market value per residential unit for residential
property within the Development. The Market Study also provides estimated rates of increases
in the market values of residential units each year. The assumptions used in the forecast are
consistent with those discussed in the Market Study.

NOTE 5) PROPERTY TAXES

The primary source of revenue or cash receipts will be ad valorem property taxes. Property
taxes are levied by the Board of Directors of the District. The levy is based on assessed
valuations determined by the County Assessor generally as of January 1 of each year. The levy
is expressed in terms of mills. A mill is equal to 1/10 of one cent per dollar of assessed
valuation. The levy is normally set by December 15 by certification to the County
Commissioners to put the tax lien on the individual properties as of January 1 of the following
year. The County Treasurer collects the determined taxes during the ensuing calendar year.
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CROWFOOT VALLEY RANCH METROPOLITAN DISTRICT NO. 2
SUMMARY OF SIGNIFICANT FORECAST ASSUMPTIONS
AND ACCOUNTING POLICIES
JUNE 13, 2018

NOTE 5) PROPERTY TAXES (continued)

Pursuant to the Senior Indenture, the District has covenanted to impose a Senior Required Mill
Levy each year in an amount which, if imposed by the District for collection in the succeeding
calendar year, would generate Senior Property Tax Revenues sufficient to pay the 2018A
Senior Bonds (less any amount thereof for which amounts are then on deposit in the Senior
Bond Fund and, solely to the extent provided in the Senior Indenture, the 2018A Surplus Fund),
but not in excess of 50 mills (subject to adjustment as set forth in the 2018A Senior Indenture),
and for so long as the amount on deposit in the 2018A Surplus Fund is less than the Maximum
Surplus Amount, equal to 50 mills (subject to adjustment as set forth in the 2018A Senior
Indenture), or such lesser amount which, if imposed by the District for collection in the
succeeding calendar year, would generate Senior Property Tax Revenues (A) sufficient to pay
the 2018A Senior Bonds and to fully fund the 2018A Surplus Fund to the Maximum Surplus
Amount, or (B) which, when combined with moneys then on deposit in the Senior Bond Fund
and the 2018A Surplus Fund, will pay the 2018A Senior Bonds in full in the year such levy is
collected.

Pursuant to the Subordinate Indenture, the District has covenanted to impose a Subordinate
Required Mill Levy each year in an amount equal to (i) 50 mills (subject to adjustment as set
forth in the 2018B Subordinate Indenture), less the “Senior Obligation Mill Levy” (which is
defined as the sum of the Senior Required Mill Levy required to be imposed by the District in
accordance with the 2018A Senior Indenture and any other ad valorem property tax levy
required to be imposed by the District for the payment of Senior Obligations or (ii) such lesser
amount which, if imposed by the District for collection in the succeeding calendar year, would
generate Subordinate Property Tax Revenues which, when combined with moneys then on
deposit in the Subordinate Bond Fund, will pay the 2018B Subordinate Bonds in full in the year
such levy is collected. The Subordinate Required Mill Levy will equal zero at any time that: (i)
the payment of the 2018A Senior Bonds and any other Senior Obligations requires the
imposition of at least 50 mills (subject to adjustment as set forth in the Indentures); and (ii) at
any time that there is on deposit in the Surplus Fund less than the Maximum Surplus Amount.

In the event that the method of calculating assessed valuation is changed after December 16,
2008, the minimum mill levy of 50 mills and the maximum mill levy of 50 mills will be increased
or decreased to reflect such changes, such increases or decreases to be determined by the
Board in good faith so that to the extent possible, the actual tax revenues generated by the mill
levy, as adjusted, are neither diminished nor enhanced as a result of such changes. For
purposes of the foregoing, a change in the ratio of actual valuation to assessed valuation shall
be deemed to be a change in the method of calculating assessed valuation. The adjusted
minimum and maximum mill levy for tax collection year 2018 is 55.277.

The Gallagher Amendment to the Colorado Constitution states that residential assessed values
Statewide must be approximately 45% of total assessed values. When the market values of
residential property increase faster than the values of nonresidential property, the residential
assessment ratio must decline to keep the 45 percent/55 percent ratio.

According to information prepared by the Colorado Legislative Council Staff, Economics
Section, as set forth in the Focus Colorado: Economic and Revenue Forecast issued on
December 20, 2017, the residential assessment ratio is forecasted to decline again in 2019 (for
tax collection year 2020) to 6.11%. The forecasts of the Legislative Council Staff are estimates
only, do not have the force of law, and may or may not occur as forecasted.
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CROWFOOT VALLEY RANCH METROPOLITAN DISTRICT NO. 2
SUMMARY OF SIGNIFICANT FORECAST ASSUMPTIONS
AND ACCOUNTING POLICIES
JUNE 13, 2018

NOTE 5) PROPERTY TAXES (continued)

The forecast includes the residential assessment ratio of 7.20% beginning with the 2018 tax
collection year throughout the term of the forecast period, since it is assumed that in the event
the residential assessment ratio changes in the future, Management will increase or decrease
the mill levy (as authorized under the District’s Service Plan and the Indentures), so that to the
extent possible, the actual tax revenues generated by the mill levy, as adjusted, are neither
diminished nor enhanced as a result of such changes.

Land value for property platted and improved is forecasted to increase in value as such platting
and completion of infrastructure occurs at 10% of the total estimated market value of the
completed residence. The land value is subsequently reduced during the year in which the
residence is expected to be completed. The assessment ratio for such platted and improved
vacant lots is 29% until residential construction commences.

The assessed valuation for the District is dependent upon the build-out schedule of the
residential properties within the District. The forecasted development build-out schedule and
conversion to assessed valuation is presented as a Schedule of Estimated Assessed Valuation.

The property taxes resultant from the above mill levy and assessed valuation have been
reduced for the County Treasurer's 1.5% fee for collection of the taxes and further reduced by
0.5% to allow for uncollectible taxes.

NOTE 6) SPECIFIC OWNERSHIP TAXES

Specific ownership taxes are set by the State and collected by the County Treasurer, primarily
on vehicle licensing within the County as a whole. The specific ownership taxes are allocated by
the County Treasurer to all taxing entities within the County. The forecast assumes that the
District’s share will be equal to approximately 6% of the net property taxes collected by both the
General Fund and the Debt Service Fund.

The portion of the specific ownership tax which is collected as a result of the Senior Required
Mill Levy is pledged to payment of the 2018A Senior Bonds and the portion collected as a result
of the Subordinate Required Mill Levy is pledged to payment of the 2018B Subordinate Bonds.

NOTE 7) FIRE SERVICE

The Town of Castle Rock (the “Town”), Crowfoot Valley Metropolitan District No. 1 and the
District are parties to an intergovernmental agreement, pursuant to which the Town agrees to
provide certain fire protection and emergency response facilities and services to the Districts
and their residents. In order to finance such fire protection and emergency services, the Districts
agree to levy, certify and collect a fire protection mill levy of 6.75 mills on all taxable property of
the Districts, subject to adjustment for changes in assessed valuation, and to pledge all tax
revenues from the fire protection mill levy to the Town. The District certified a mill levy of 7.462
mills for fire protection for tax collection year 2018, the net collection of such will be paid to the
Town. Revenues collected as a result of such mill levy are not available for or pledged to the
payment of the Bonds.
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CROWFOOT VALLEY RANCH METROPOLITAN DISTRICT NO. 2
SUMMARY OF SIGNIFICANT FORECAST ASSUMPTIONS
AND ACCOUNTING POLICIES
JUNE 13, 2018

NOTE 8) FACILITIES FEES

Capital Fees are pledged to the payment of the Bonds and are generally defined to mean all
fees, rates, tolls, penalties, and charges of a capital nature (excluding periodic, recurring service
charges) imposed by the District at the time of issuance of the Bonds or thereafter, including
Facilities Fees. The District is expected to adopt a Facilities Fee Resolution prior to the issuance
of the Bonds. Capital Fees do not include Excluded Fees, which are defined in the Indentures
as any fee imposed by the District solely for the purpose of funding operation and maintenance
expenses.

The Facilities Fee Resolution will impose a one-time fee in the amount of $3,000 for each
single-family or multi-family dwelling unit located within the District. The Facilities Fees are
payable at the time a building permit is issued by the County for any dwelling unit. Facilities
Fees are pledged to the payment of the Bonds.

NOTE 9) INTEREST INCOME

Interest income associated with cash balances has not been considered in this forecast.

NOTE 10) GENERAL AND ADMINISTRATIVE COSTS

General and Administrative costs include the services necessary to maintain the administrative
viability of the District such as management, legal, accounting and audit, election, insurance,
banking, meeting expense, and other administrative costs.

NOTE 11) DEVELOPER ADVANCES

The Developer has agreed to advance moneys to the District for the payment of administrative
expenses. The District will reimburse such advances, together with interest thereon at 8% per
annum, subject to annual appropriation and budget approval by the District. The expected
advances, accrued interest and repayments of such advances and interest are displayed in the
forecast on the Schedule of Estimated Developer Advances.

NOTE 12) DEBT SERVICE

The District anticipates issuing the 2018A Senior Bonds and the 2018B Subordinate Bonds on
June 19, 2018, in the respective amounts of $31,945,000 and $3,260,000.

Proceeds from the sale of the 2018A Senior Bonds will be used to: (i) finance or reimburse the
costs of public improvements related to the Development; (ii) fund capitalized interest on the
2018A Senior Bonds; (iii) make an initial deposit to the 2018A Surplus Fund; and (iv) pay the
costs of issuance of the Bonds.

Proceeds from the sale of the 2018B Subordinate Bonds will be used to: (i) finance or reimburse
the cost of public improvements related to the Development; and (ii) pay certain other costs of
issuance of the 2018B Subordinate Bonds.
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CROWFOOT VALLEY RANCH METROPOLITAN DISTRICT NO. 2
SUMMARY OF SIGNIFICANT FORECAST ASSUMPTIONS
AND ACCOUNTING POLICIES
JUNE 13, 2018

NOTE 12) DEBT SERVICE (continued)

The 2018A Senior Bonds are assumed to bear interest at rates ranging from 5.625% to 5.75%
and are payable semi-annually on June 1 and December 1, beginning on December 1, 2018.
Annual mandatory sinking fund principal payments are due on December 1, beginning on
December 1, 2026. The 2018A Senior Bonds mature on December 1, 2048.

The 2018B Subordinate Bonds are assumed to be issued at the rate of 8% per annum and are
payable annually on December 15, beginning December 15, 2018, from, and to the extent of,
Subordinate Pledged Revenue available, if any, and mature on December 15, 2048. The 2018B
Subordinate Bonds are structured as cash flow bonds meaning that there are no scheduled
payments of principal or interest prior to the final maturity date. Unpaid interest on the 2018B
Subordinate Bonds compounds annually at the rate then bourne by the 2018B Subordinate
Bonds on each December 15. In the event any amounts due and owing on the 2018B
Subordinate Bonds remain outstanding on December 15, 2058, such amounts shall be deemed
discharged and shall no longer be due and outstanding.

The 2018A Senior Bonds are payable solely from and to the extent of the Senior Pledged
Revenue, defined generally in the 2018A Senior Indenture as the following, net of any costs of
collection:

a) all Senior Property Tax Revenues (generally defined as revenues resulting from the
imposition of the Senior Required Mill Levy);

b) all Senior Specific Ownership Tax Revenues, resulting from the imposition of the Senior
Required Mill Levy;

c) all Capital Fees; and

d) any other legally available moneys which the District determines, in its absolute
discretion, to credit to the Senior Bond Fund.

The 2018A Senior Bonds are additionally secured by the 2018A Surplus Fund, which will initially
be partially funded with proceeds of the 2018A Senior Bonds, and will also be funded
with excess Senior Pledged Revenue, if any, to the Maximum Surplus Amount of $6,389,000,
and by capitalized interest which will be funded with proceeds of the 2018A Senior Bonds.

Amounts on deposit in the 2018A Surplus Fund (if any) on the final maturity date of the 2018A
Senior Bonds shall be applied to the payment of the 2018A Senior Bonds. The availability of
such amount shall be taken into account in calculating the Senior Required Mill Levy required to
be imposed in December 2047.

The 2018B Subordinate Bonds are payable solely from and to the extent of the Subordinate
Pledged Revenue, which is defined generally in the 2018B Subordinate Indenture as the
following, net costs of collection:
a) all Subordinate Property Tax Revenues (generally defined as revenues resulting from
the imposition of the Subordinate Required Mill Levy);
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CROWFOOT VALLEY RANCH METROPOLITAN DISTRICT NO. 2
SUMMARY OF SIGNIFICANT FORECAST ASSUMPTIONS
AND ACCOUNTING POLICIES
JUNE 13, 2018

NOTE 12) DEBT SERVICE (continued)

b) all Subordinate Specific Ownership Tax Revenues, resulting from the imposition of the
Subordinate Required Mill Levy;

c) all Subordinate Capital Fee Revenue; and

d) any other legally available moneys which the District determines, in its absolute
discretion, to credit to the Subordinate Bond Fund.

Subordinate Capital Fee Revenue is defined as any revenue from Capital Fees remaining after
deduction of any amount thereof used, paid, pledged, or otherwise applied to the payment of
any Senior Obligations.

While the forecast combines the mill levies and flow of funds generated from the Senior
Required Mill Levy and the Subordinate Required Mill Levy, the Indentures separate property
taxes and specific ownership taxes generated by each mill levy. Receipts generated from the
Senior Required Mill Levy are pledged to the repayment of the 2018A Senior Bonds and
receipts generated from the Subordinate Required Mill Levy are pledged to the repayment of the
2018B Subordinate Bonds. In no event is Subordinate Pledged Revenue required to be
deposited to the Senior Bond Fund or to be applied to debt service on the 2018A Senior Bonds.

Assumptions related to debt principal amounts, bond interest rates, issuance costs, capitalized
interest amounts, and other related debt service costs for the proposed 2018A Senior Bonds
and 2018B Subordinate Bonds have been provided to Management by D.A. Davidson & Co.,
the underwriter of the proposed bond issuance of the District.

NOTE 13) PROJECTION OF HYPOTHETICAL ASSUMPTIONS WITH SLOWER BUILD-OUT

For purposes of analyzing the repayment of the Bonds, the District projected cash receipts and
disbursements of the District’'s Debt Service Fund only, as displayed on Pages A1 through A8,
at a slower build-out rate than is expected by the Developer. The Developer believes these
slower build-out projections are based on improbable assumptions. The slower build-out
hypothetical assumes a build-out schedule that is slowed to the point at which available funds
(including the Surplus Fund) and the imposition of the maximum mill levy of 55.277 mills are
needed to pay debt service on the 2018A Senior Bonds. The results of the analysis using these
assumptions are as follows:

The build-out schedule could be slowed to 55% of the reasonably expected schedule as
displayed in the forecast and the 2018A Senior Bonds could still be repaid. For purposes
of the projection, the referenced percentage has been applied to each year of the build-
out schedule in the forecast. The resulting number of residential units has been
subsequently duplicated each year in the projection until the total number of residential
units are reached for each type of residential property.

The build-out has been slowed for mathematical purposes (resulting in an improbable
build-out scenario) and may not be reflective of actual build-out.
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CROWFOOT VALLEY RANCH METROPOLITAN DISTRICT NO. 2
SUMMARY OF SIGNIFICANT FORECAST ASSUMPTIONS
AND ACCOUNTING POLICIES
JUNE 13, 2018

NOTE 13) PROJECTION OF HYPOTHETICAL ASSUMPTIONS WITH SLOWER BUILD-OUT
(continued)

None of the principal of, and only a portion of the interest on, the 2018B Subordinate
Bonds can be repaid with the slower build-out.

The projection anticipates that the Surplus Fund will be drawn upon in years 2021
through 2025 to meet debt service requirements on the 2018A Senior Bonds.

The General Fund is not displayed in this projection. As a result of slower build-out and reduced
revenues from property taxes, the Developer would be required to contribute or advance
additional funds to the District to pay for administrative costs.

This information should be read in connection with the accompanying Accountant’s Report and
forecast of financial information.
Page 20



CROWFOOT VALLEY RANCH METROPOLITAN DISTRICT NO. 2
PROJECTED SURPLUS CASH BALANCES AND CASH RECEIPTS AND DISBURSEMENTS

UNDER THE HYPOTHETICAL ASSUMPTIONS IN NOTE 13
DEBT SERVICE FUND ONLY
SUMMARY
FOR THE CALENDAR YEARS ENDING 2018 THROUGH 2048

Cash Receipts
Net Specific Deposit to Total
Collection|| Assessed Mill Property | Ownership Facilities Surplus Cash

Year Value Levy Taxes Taxes Fees Fund Receipts
(See Page A6) 98.00% 6.00% |[(See Page A5)| (See Page A7) || (To Page A2)
2018 618,910 [ 0.000 - - - 2,854,000 |[ 2,854,000
2019 618,910 [ 55.277 33,5627 2,012 - - 35,539
2020 630,522 | 55.277 34,156 2,049 243,000 - 279,206
2021 2,096,702 | 55.277 113,581 6,815 315,000 - 435,396
2022 6,459,135 | 55.277 349,901 20,994 315,000 - 685,895
2023 11,574,792 | 55.277 627,023 37,621 327,000 - 991,645
2024 16,983,676 | 55.277 920,031 55,202 336,000 - 1,311,232
2025 22,491,263 | 55.277 1,218,385 73,103 294,000 - 1,585,488
2026 28,369,406 | 55.277 1,536,812 92,209 228,000 - 1,857,021
2027 33,105,487 | 55.277 1,793,373 107,602 189,000 - 2,089,975
2028 37,660,122 | 55.277 || 2,040,104 122,406 153,000 - 2,315,510
2029 41,088,360 | 55.277 || 2,225,816 133,549 99,000 - 2,458,365
2030 44,717,748 | 55.277 || 2,422,426 145,346 99,000 - 2,666,771
2031 46,978,913 | 55.277 || 2,544,916 152,695 87,000 - 2,784,611
2032 50,120,020 | 55.277 | 2,715,075 162,904 69,000 - 2,946,979
2033 52,040,858 | 55.277 | 2,819,129 169,148 69,000 - 3,057,277
2034 54,716,133 | 55.277 || 2,964,053 177,843 45,000 - 3,186,896
2035 56,244,832 | 55.277 || 3,046,865 182,812 9,000 - 3,238,677
2036 58,333,996 | 55.277 | 3,160,038 189,602 9,000 - 3,358,640
2037 58,761,235 | 55.277 || 3,183,182 190,991 9,000 - 3,383,173
2038 60,369,817 | 55.277 || 3,270,321 196,219 9,000 - 3,475,540
2039 60,814,316 | 55.277 || 3,294,400 197,664 - - 3,492,064
2040 62,361,161 | 55.277 || 3,378,195 202,692 - - 3,580,887
2041 62,361,161 | 55.277 || 3,378,195 202,692 - - 3,580,887
2042 63,608,384 | 55.277 || 3,445,759 206,746 - - 3,652,505
2043 63,608,384 | 55.277 || 3,445,759 206,746 - - 3,652,505
2044 64,880,552 | 55.277 || 3,514,674 210,880 - - 3,725,555
2045 64,880,552 | 55.277 || 3,514,674 210,880 - - 3,725,555
2046 66,178,163 | 55.277 | 3,584,968 215,098 - - 3,800,066
2047 66,178,163 | 55.277 | 3,584,968 215,098 - - 3,800,066
2048 67,501,726 | 55.277 || 3,656,667 219,400 - - 3,876,067
71,816,973 4,309,018 2,904,000 2,854,000 || 81,883,991

This financial information should be read only in connection with the accompanying Summary of Significant Forecast Assumptions and Accounting Policies and Accountant's Report.
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CROWFOOT VALLEY RANCH METROPOLITAN DISTRICT NO. 2
PROJECTED SURPLUS CASH BALANCES AND CASH RECEIPTS AND DISBURSEMENTS

UNDER THE HYPOTHETICAL ASSUMPTIONS IN NOTE 13
DEBT SERVICE FUND ONLY
SUMMARY
FOR THE CALENDAR YEARS ENDING 2018 THROUGH 2048

| Cash Disbursements
Net Debt Senior Cumulative Net Debt Cash Balances
Total Service on 2018A Surplus Fund Debt Cash Service on Total Annual || Cumulative
Collection Cash 2018A Bonds| Transferto | Cumulative| Maximum [ Coverage| Available for | 2018B Bonds Cash Surplus Surplus || Collection
Year Receipts $31,945,000 (Release Surplus Balance at Cap Sub Bonds $3,260,000 | Disbursements Cash Cash Year
(See Page A1) || (See Page A7) from) Balance |$6,389,000 | 55.277 (See Page A8) (Deficit) Balances
2018 2,854,000 - 2,854,000 2,854,000 6,389,000 - - 2,854,000 - - 2018
2019 35,539 - 35,539 2,889,539 6,389,000 - - 35,539 - - 2019
2020 279,206 - 279,206 3,168,745 6,389,000 - - 279,206 - - 2020
2021 435,396 846,513 (411,116) 2,757,628 6,389,000 14.2% - - 435,396 - - 2021
2022 685,895 1,824,819 (1,138,924) 1,618,704 6,389,000 20.3% - - 685,895 - - 2022
2023 991,645 1,824,819 (833,174) 785530 6,389,000 36.5% - - 991,645 - - 2023
2024 1,311,232 1,824,819 (513,586) 271,944 6,389,000 53.5% - - 1,311,232 - - 2024
2025 1,585,488 1,824,819 (239,331) 32,613 6,389,000 70.9% - - 1,585,488 - - 2025
2026 1,857,021 1,849,819 7,202 39,815 6,389,000 88.2% - - 1,857,021 - - 2026
2027 2,089,975 2,013,413 76,562 116,377 6,389,000 94.5% - - 2,089,975 - - 2027
2028 2,315,510 2,192,725 122,785 239,162 6,389,000 98.7% - - 2,315,510 - - 2028
2029 2,458,365 2,306,350 152,015 391,178 6,389,000 102.4% - - 2,458,365 - - 2029
2030 2,666,771 2,422,381 244,390 635,568 6,389,000 106.1% - - 2,666,771 - - 2030
2031 2,784,611 2,435,256 349,355 984,923 6,389,000 110.9% - - 2,784,611 - - 2031
2032 2,946,979 2,485,319 461,660 1,446,583 6,389,000 115.9% - - 2,946,979 - - 2032
2033 3,057,277 2,485,319 571,958 2,018,541 6,389,000 120.4% - - 3,057,277 - - 2033
2034 3,186,896 2,537,788 649,108 2,667,650 6,389,000 123.9% - - 3,186,896 - - 2034
2035 3,238,677 2,534,631 704,045 3,371,695 6,389,000 127.6% - - 3,238,677 - - 2035
2036 3,358,640 2,588,663 769,978 4,141,673 6,389,000 129.5% - - 3,358,640 - - 2036
2037 3,383,173 2,586,506 796,667 4,938,339 6,389,000 130.6% - - 3,383,173 - - 2037
2038 3,475,540 2,635,975 839,565 5,777,905 6,389,000 131.7% - - 3,475,540 - - 2038
2039 3,492,064 2,638,975 611,095 6,389,000 6,389,000 132.5% 241,994 241,994 3,492,064 - - 2039
2040 3,580,887 2,691,063 - 6,389,000 6,389,000 133.2% 889,824 889,824 3,580,887 - - 2040
2041 3,580,887 2,690,675 - 6,389,000 6,389,000 133.2% 890,212 890,212 3,580,887 - - 2041
2042 3,652,505 2,745,400 - 6,389,000 6,389,000 133.2% 907,105 907,105 3,652,505 - - 2042
2043 3,652,505 2,746,788 - 6,389,000 6,389,000 133.1% 905,717 905,717 3,652,505 - - 2043
2044 3,725,555 2,797,425 - 6,389,000 6,389,000 133.3% 928,130 928,130 3,725,555 - - 2044
2045 3,725,555 2,799,150 - 6,389,000 6,389,000 133.2% 926,405 926,405 3,725,555 - - 2045
2046 3,800,066 2,854,263 - 6,389,000 6,389,000 133.3% 945,803 945,803 3,800,066 - - 2046
2047 3,800,066 2,854,313 - 6,389,000 6,389,000 133.3% 945,753 945,753 3,800,066 - - 2047
2048 3,876,067 6,011,888 (6,389,000) - - 64.5% 4,253,180 4,253,180 3,876,067 - - 2048
81,883,991 70,049,869 - 11,834,122 11,834,122 81,883,991 -

This financial information should be read only in connection with the accompanying Summary of Significant Forecast Assumptions and Accounting Policies and Accountant's Report.
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CROWFOOT VALLEY RANCH METROPOLITAN DISTRICT NO. 2
PROJECTED SURPLUS CASH BALANCES AND CASH RECEIPTS AND DISBURSEMENTS

UNDER THE HYPOTHETICAL ASSUMPTIONS IN NOTE 13
DEBT SERVICE FUND ONLY

SCHEDULE OF ESTIMATED ASSESSED VALUATION
FOR THE CALENDAR YEARS ENDING 2018 THROUGH 2048

Residential Development

50" SFD Standard (Lyon)

60" SFD Standard (Lyon)

60" SFD Luxury (Lennar)

70" SFD Standard (Lyon)

Number of Est. Market Annual Number of Est. Market Annual Number of Est. Market Annual Number of Est. Market Annual
Construction | Collection || Residential Vacant Value per Market Residential Vacant Value per Market Residential Vacant Value per Market Residential Vacant Value per Market
Year Year Units Land Unit Value of Units Land Unit Value of Units Land Unit Value of Units Land Unit Value of
Completed 10% $509,800 New Units | Completed 10% $560,500 New Units Completed 10% $618,200 New Units | Completed 10% $560,500 New Units
Inflation at 2.0% beginning in 2022 2.0% 2.0% 2.0% 2.0%
2016 2018 - - - - - - - -
2017 2019 - - 509,800 - - - 560,500 - - - 618,200 - - - 560,500 -
2018 2020 - - 509,800 - - - 560,500 - - - 618,200 - - - 560,500 -
2019 2021 - 764,700 534,777 - - 840,750 588,013 - - 1,050,940 648,508 - - 784,700 588,013 -
2020 2022 15 305,880 552,500 8,287,500 15 336,300 607,500 9,112,500 17 185,460 670,000 11,390,000 14 168,150 607,500 8,505,000
2021 2023 21 - 560,788 11,776,548 21 - 616,613 12,948,873 20 - 680,050 13,601,000 17 - 616,613 10,482,421
2022 2024 21 - 563,591 11,835,411 21 - 619,696 13,013,616 20 - 683,450 13,669,000 17 - 619,696 10,534,832
2023 2025 21 - 574,863 12,072,119 21 - 632,090 13,273,888 20 - 697,119 13,942,380 17 - 632,090 10,745,529
2024 2026 21 - 586,360 12,313,562 21 - 644,732 13,539,366 20 (865,480) 711,061 14,221,228 17 - 644,732 10,960,439
2025 2027 21 - 598,087 12,559,833 21 - 657,626 13,810,153 6 (370,920) 725,283 4,351,696 17 (896,800) 657,626 11,179,648
2026 2028 21 (611,760) 610,049 12,811,029 21 - 670,779 14,086,356 - - 739,788 - 1 (56,050) 670,779 670,779
2027 2029 9 (458,820) 622,250 5,600,250 21 (168,150) 684,194 14,368,084 - - 754,584 - - - 684,194 -
2028 2030 - - 634,695 - 18 (1,008,900) 697,878 12,561,810 - - 769,676 - - - 697,878 -
2029 2031 - - 647,389 - - - 711,836 - - - 785,069 - - - 711,836 -
2030 2032 - - 660,337 - - - 726,073 - - - 800,771 - - - 726,073 -
2031 2033 - - 673,543 - - - 740,594 - - - 816,786 - - - 740,594 -
2032 2034 - - 687,014 - - - 755,406 - - - 833,122 - - - 755,406 -
2033 2035 - - 700,755 - - - 770,514 - - - 849,784 - - - 770,514 -
2034 2036 - - 714,770 - - - 785,924 - - - 866,780 - - - 785,924 -
2035 2037 - - 729,065 - - - 801,643 - - - 884,115 - - - 801,643 -
2036 2038 - - 743,646 - - - 817,676 - - - 901,798 - - - 817,676 -
2037 2039 - - 758,519 - - - 834,029 - - - 919,834 - - - 834,029 -
2038 2040 - - 773,690 - - - 850,710 - - - 938,230 - - - 850,710 -
2039 2041 - - - - - - - - - - - - - - - -
2040 2042 - - - - - - - - - - - - - - - -
2041 2043 - - - - - - - - - - - - - - - -
2042 2044 - - - - - - - - - - - - - - - -
2043 2045 - - - - - - - - - - - - - - - -
2044 2046 - - - - - - - - - - - - - - - -
2045 2047 - - - - - - - - - - - - - - - -
2046 2048 - - - - - - - - - - - - - - - -
150 - 87,256,252 180 - 116,714,647 103 - 71,175,303 100 - 63,078,648

This financial information should be read only in connection with the accompanying Summary of Significant Forecast Assumptions and Accounting Policies and Accountant's Report.
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CROWFOOT VALLEY RANCH METROPOLITAN DISTRICT NO. 2
PROJECTED SURPLUS CASH BALANCES AND CASH RECEIPTS AND DISBURSEMENTS

UNDER THE HYPOTHETICAL ASSUMPTIONS IN NOTE 13
DEBT SERVICE FUND ONLY

SCHEDULE OF ESTIMATED ASSESSED VALUATION
FOR THE CALENDAR YEARS ENDING 2018 THROUGH 2048

Residential Development

70" SFD Luxury (Weekley and TBD)

80" SFD Luxury (Toll & Spec)

100" SFD Luxury (Custom & Spec)

Number of Est. Market Annual Number of Est. Market Annual Number of Est. Market Annual
Construction | Collection || Residential Vacant Value per Market Residential Vacant Value per Market Residential Vacant Value per Market
Year Year Units Land Unit Value of Units Land Unit Value of Units Land Unit Value of
Completed 10% $640,400 New Units Completed 10% $778,900 New Units Completed 10% $1,384,100 New Units
Inflation at 2.0% beginning in 2022 2.0% 2.0% 2.0%
2016 2018 - - - - - -
2017 2019 - - 640,400 - - - 778,900 - - - 1,384,100 -
2018 2020 - - 640,400 - - - 778,900 - - - 1,384,100 -
2019 2021 - 576,360 671,739 - - 623,120 817,024 - - 415,230 1,451,885 -
2020 2022 9 256,160 694,000 6,246,000 8 155,780 844,100 6,752,800 3 - 1,500,000 4,500,000
2021 2023 13 - 704,410 9,157,330 10 - 856,762 8,567,620 3 - 1,522,500 4,567,500
2022 2024 13 256,160 707,932 9,203,116 10 - 861,045 8,610,450 3 - 1,530,113 4,590,339
2023 2025 17 192,120 722,091 12,275,541 10 - 878,266 8,782,659 3 - 1,560,715 4,682,146
2024 2026 20 - 736,532 14,730,649 10 - 895,831 8,958,312 3 - 1,591,930 4,775,789
2025 2027 20 - 751,263 15,025,262 10 - 913,748 9,137,478 3 - 1,623,768 4,871,304
2026 2028 20 - 766,288 15,325,767 10 - 932,023 9,320,228 3 - 1,656,244 4,968,731
2027 2029 20 - 781,614 15,632,283 10 - 950,663 9,506,633 3 - 1,689,368 5,068,105
2028 2030 20 - 797,246 15,944,928 10 - 969,677 9,696,765 3 - 1,723,156 5,169,467
2029 2031 20 - 813,191 16,263,827 10 - 989,070 9,890,701 3 - 1,757,619 5,272,857
2030 2032 20 - 829,455 16,589,103 10 (311,560) 1,008,851 10,088,515 3 - 1,792,771 5,378,314
2031 2033 20 - 846,044 16,920,885 6 (467,340) 1,029,028 6,174,171 3 - 1,828,627 5,485,880
2032 2034 20 - 862,965 17,259,303 - - 1,049,609 - 3 - 1,865,199 5,595,598
2033 2035 20 (512,320) 880,224 17,604,489 - - 1,070,601 - 3 - 1,902,503 5,707,510
2034 2036 12 (768,480) 897,829 10,773,947 - - 1,092,013 - 3 - 1,940,553 5,821,660
2035 2037 - - 915,786 - - - 1,113,854 - 3 - 1,979,364 5,938,093
2036 2038 - - 934,101 - - - 1,136,131 - 3 - 2,018,952 6,056,855
2037 2039 - - 952,783 - - - 1,158,853 - 3 - 2,059,331 6,177,992
2038 2040 - - 971,839 - - - 1,182,030 - 3 (415,230) 2,100,517 6,301,552
2039 2041 - - - - - - - - - - - -
2040 2042 - - - - - - - - - - - -
2041 2043 - - - - - - - - - - - -
2042 2044 - - - - - - - - - - - -
2043 2045 - - - - - - - - - - - -
2044 2046 - - - - - - - - - - - -
2045 2047 - - - - - - - - - - - -
2046 2048 - - - - - - - - - - - -
264 - 208,952,432 114 - 105,486,331 57 - 100,929,690

This financial information should be read only in connection with the accompanying Summary of Significant Forecast Assumptions and Accounting Policies and Accountant's Report.
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CROWFOOT VALLEY RANCH METROPOLITAN DISTRICT NO. 2
PROJECTED SURPLUS CASH BALANCES AND CASH RECEIPTS AND DISBURSEMENTS
UNDER THE HYPOTHETICAL ASSUMPTIONS IN NOTE 13

DEBT SERVICE FUND ONLY
SCHEDULE OF ESTIMATED ASSESSED VALUATION

FOR THE CALENDAR YEARS ENDING 2018 THROUGH 2048

Residential Development
TOTAL RESIDENTIAL UNITS Est. Biennial Cumulative Estimated FACILITIES
Total Annual Existing Revaluation Market Residential || RESIDENTIAL FEES AT
Construction | Collection Number of Value of New Actual per State Value Assessment ASSESSED $3,000

Year Year Units Residential Valuation Statute @ of New Ratio VALUATION PER UNIT

Completed Units 2.0% Residences (To Page AB) (To Page A1)

2016 2018 - - 563,529 563,529 7.20% 40,570 -

2017 2019 - - - 563,529 7.20% 40,570 -
2018 2020 - - - 11,271 574,800 7.20% 41,386 243,000
2019 2021 - - - 574,800 7.20% 41,386 315,000
2020 2022 81 54,793,800 - 11,496 55,380,096 7.20% 3,987,367 315,000
2021 2023 105 71,101,292 - 126,481,388 7.20% 9,106,660 327,000
2022 2024 105 71,456,764 - 2,529,628 || 200,467,779 7.20% 14,433,680 336,000
2023 2025 109 75,774,262 - 276,242,041 7.20% 19,889,427 294,000
2024 2026 112 79,499,344 - 5,524,841 || 361,266,226 7.20% 26,011,168 228,000
2025 2027 98 70,935,375 - 432,201,601 7.20% 31,118,515 189,000
2026 2028 76 57,182,891 - 8,644,032 || 498,028,524 7.20% 35,858,054 153,000
2027 2029 63 50,175,354 - 548,203,878 7.20% 39,470,679 99,000
2028 2030 51 43,372,971 - 10,964,078 || 602,540,926 7.20% 43,382,947 99,000
2029 2031 33 31,427,384 - 633,968,310 7.20% 45,645,718 87,000
2030 2032 33 32,055,932 - 12,679,366 || 678,703,608 7.20% 48,866,660 69,000
2031 2033 29 28,580,936 - 707,284,545 7.20% 50,924,487 69,000
2032 2034 23 22,854,901 - 14,145,691 || 744,285,136 7.20% 53,588,530 45,000
2033 2035 23 23,311,999 - 767,597,135 7.20% 55,266,994 9,000
2034 2036 15 16,595,607 - 15,351,943 || 799,544,685 7.20% 57,567,217 9,000
2035 2037 3 5,938,093 - 805,482,778 7.20% 57,994,760 9,000
2036 2038 3 6,056,855 - 16,109,656 || 827,649,288 7.20% 59,590,749 9,000

2037 2039 3 6,177,992 - 833,827,280 7.20% 60,035,564 -

2038 2040 3 6,301,552 - 16,676,546 || 856,805,378 7.20% 61,689,987 -

2039 2041 - - - 856,805,378 7.20% 61,689,987 -

2040 2042 - - - 17,136,108 || 873,941,485 7.20% 62,923,787 -

2041 2043 - - - 873,941,485 7.20% 62,923,787 -

2042 2044 - - - 17,478,830 || 891,420,315 7.20% 64,182,263 -

2043 2045 - - - 891,420,315 7.20% 64,182,263 -

2044 2046 - - - 17,828,406 || 909,248,721 7.20% 65,465,908 -

2045 2047 - - - 909,248,721 7.20% 65,465,908 -

2046 2048 - - - 18,184,974 || 927,433,696 7.20% 66,775,226 -
968 753,593,303 563,529 || 173,276,864 2,904,000

Page A5
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CROWFOOT VALLEY RANCH METROPOLITAN DISTRICT NO. 2

PROJECTED SURPLUS CASH BALANCES AND CASH RECEIPTS AND DISBURSEMENTS

UNDER THE HYPOTHETICAL ASSUMPTIONS IN NOTE 13
DEBT SERVICE FUND ONLY

SCHEDULE OF ESTIMATED ASSESSED VALUATION

FOR THE CALENDAR YEARS ENDING 2018 THROUGH 2048

Platted and Improved Land

Annual Cumulative Estimated
Actual Existing Market Land LAND STATE RESIDENTIAL TOTAL
Construction | Collection Adjustment Actual Value of Assessment ASSESSED ASSESSED ASSESSED ASSESSED Collection
Year Year to Vacant Valuation Vacant Ratio VALUATION VALUATION VALUATION VALUATION Year
Land Land 2.0% (See Page A5) (To Page A1)
2016 2018 - 132,891 132,891 29.00% 38,540 539,800 40,570 618,910 2018
2017 2019 - - 132,891 29.00% 38,540 539,800 40,570 618,910 2019
2018 2020 - - 132,891 29.00% 38,540 550,596 41,386 630,522 2020
2019 2021 5,055,800 - 5,188,691 29.00% 1,504,720 550,596 41,386 2,096,702 2021
2020 2022 1,407,730 (9,663) 6,586,758 29.00% 1,910,160 561,608 3,987,367 6,459,135 2022
2021 2023 - (12,538) 6,574,220 29.00% 1,906,524 561,608 9,106,660 11,574,792 2023
2022 2024 256,160 (12,601) 6,817,779 29.00% 1,977,156 572,840 14,433,680 16,983,676 2024
2023 2025 192,120 (13,362) 6,996,537 29.00% 2,028,996 572,840 19,889,427 22,491,263 2025
2024 2026 (865,480) (14,019) 6,117,038 29.00% 1,773,941 584,297 26,011,168 28,369,406 2026
2025 2027 (1,267,720) (12,509) 4,836,809 29.00% 1,402,675 584,297 31,118,515 33,105,487 2027
2026 2028 (667,810) (10,084) 4,158,915 29.00% 1,206,085 595,983 35,858,054 37,660,122 2028
2027 2029 (626,970) (8,848) 3,523,097 29.00% 1,021,698 595,983 39,470,679 41,088,360 2029
2028 2030 (1,008,900) (7,649) 2,506,548 29.00% 726,899 607,902 43,382,947 44,717,748 2030
2029 2031 - (5,542) 2,501,006 29.00% 725,292 607,902 45,645,718 46,978,913 2031
2030 2032 (311,560) (5,653) 2,183,793 29.00% 633,300 620,061 48,866,660 50,120,020 2032
2031 2033 (467,340) (5,040) 1,711,413 29.00% 496,310 620,061 50,924,487 52,040,858 2033
2032 2034 - (4,030) 1,707,383 29.00% 495,141 632,462 53,588,530 54,716,133 2034
2033 2035 (512,320) (4,111) 1,190,952 29.00% 345,376 632,462 55,266,994 56,244,832 2035
2034 2036 (768,480) (2,927) 419,545 29.00% 121,668 645,111 57,567,217 58,333,996 2036
2035 2037 - (1,047) 418,498 29.00% 121,364 645,111 57,994,760 58,761,235 2037
2036 2038 - (1,068) 417,430 29.00% 121,055 658,013 59,590,749 60,369,817 2038
2037 2039 - (1,089) 416,341 29.00% 120,739 658,013 60,035,564 60,814,316 2039
2038 2040 (415,230) (1,111) - 29.00% - 671,173 61,689,987 62,361,161 2040
2039 2041 - - - 29.00% - 671,173 61,689,987 62,361,161 2041
2040 2042 - - - 29.00% - 684,597 62,923,787 63,608,384 2042
2041 2043 - - - 29.00% - 684,597 62,923,787 63,608,384 2043
2042 2044 - - - 29.00% - 698,289 64,182,263 64,880,552 2044
2043 2045 - - - 29.00% - 698,289 64,182,263 64,880,552 2045
2044 2046 - - - 29.00% - 712,255 65,465,908 66,178,163 2046
2045 2047 - - - 29.00% - 712,255 65,465,908 66,178,163 2047
2046 2048 - - - 29.00% - 726,500 66,775,226 67,501,726 2048

This financial information should be read only in connection with the accompanying Summary of Significant Forecast Assumptions and Accounting Policies and Accountant's Report.
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CROWFOOT VALLEY RANCH METROPOLITAN DISTRICT NO. 2
PROJECTED SURPLUS CASH BALANCES AND CASH RECEIPTS AND DISBURSEMENTS

UNDER THE HYPOTHETICAL ASSUMPTIONS IN NOTE 13
DEBT SERVICE FUND ONLY

SCHEDULE OF ESTIMATED 2018A SENIOR BONDS DEBT SERVICE REQUIREMENTS
FOR THE CALENDAR YEARS ENDING 2018 THROUGH 2048

2018A Senior Bond Issue
Dated: June 19, 2018 $31,945,000
Issued: June 19, 2018
Interest Rate: 5.625%-5.75%
Principal payments due on December 1
Total 2018A Reduce By Net 2018A
Senior Capitalized Senior Bond
Bonds Interest Bonds Principal
Year Principal Coupon Interest Debt Service Fund Debt Service Outstanding Year
(To Page A2)
2018 - 5.625% 821,168 821,168 (821,168) - 31,945,000 2018
2019 - 5.625% 1,824,819 1,824,819 (1,824,819) - 31,945,000 2019
2020 - 5.625% 1,824,819 1,824,819 (1,824,819) - 31,945,000 2020
2021 - 5.625% 1,824,819 1,824,819 (978,306) 846,513 31,945,000 2021
2022 - 5.625% 1,824,819 1,824,819 - 1,824,819 31,945,000 2022
2023 - 5.625% 1,824,819 1,824,819 - 1,824,819 31,945,000 2023
2024 - 5.625% 1,824,819 1,824,819 - 1,824,819 31,945,000 2024
2025 - 5.625% 1,824,819 1,824,819 - 1,824,819 31,945,000 2025
2026 25,000 5.625% 1,824,819 1,849,819 - 1,849,819 31,920,000 2026
2027 190,000 5.625% 1,823,413 2,013,413 - 2,013,413 31,730,000 2027
2028 380,000 5.625% 1,812,725 2,192,725 - 2,192,725 31,350,000 2028
2029 515,000 5.625% 1,791,350 2,306,350 - 2,306,350 30,835,000 2029
2030 660,000 5.625% 1,762,381 2,422,381 - 2,422,381 30,175,000 2030
2031 710,000 5.625% 1,725,256 2,435,256 - 2,435,256 29,465,000 2031
2032 800,000 5.625% 1,685,319 2,485,319 - 2,485,319 28,665,000 2032
2033 845,000 5.625% 1,640,319 2,485,319 - 2,485,319 27,820,000 2033
2034 945,000 5.625% 1,592,788 2,537,788 - 2,537,788 26,875,000 2034
2035 995,000 5.625% 1,539,631 2,534,631 - 2,534,631 25,880,000 2035
2036 1,105,000 5.625% 1,483,663 2,588,663 - 2,588,663 24,775,000 2036
2037 1,165,000 5.625% 1,421,506 2,586,506 - 2,586,506 23,610,000 2037
2038 1,280,000 5.625% 1,355,975 2,635,975 - 2,635,975 22,330,000 2038
2039 1,355,000 5.750% 1,283,975 2,638,975 - 2,638,975 20,975,000 2039
2040 1,485,000 5.750% 1,206,063 2,691,063 - 2,691,063 19,490,000 2040
2041 1,570,000 5.750% 1,120,675 2,690,675 - 2,690,675 17,920,000 2041
2042 1,715,000 5.750% 1,030,400 2,745,400 - 2,745,400 16,205,000 2042
2043 1,815,000 5.750% 931,788 2,746,788 - 2,746,788 14,390,000 2043
2044 1,970,000 5.750% 827,425 2,797,425 - 2,797,425 12,420,000 2044
2045 2,085,000 5.750% 714,150 2,799,150 - 2,799,150 10,335,000 2045
2046 2,260,000 5.750% 594,263 2,854,263 - 2,854,263 8,075,000 2046
2047 2,390,000 5.750% 464,313 2,854,313 - 2,854,313 5,685,000 2047
2048 5,685,000 5.750% 326,888 6,011,888 - 6,011,888 - 2048
31,945,000 43,553,981 75,498,981 (5,449,112) 70,049,869
USE OF PROCEEDS:
Project Fund 22,765,988
Capitalized Interest 5,449,112
Deposit to 2018A Surplus Fund 2,854,000
Underwriter's discount 638,900
Issuance Costs 223,162
Contingency 13,838
31,945,000

This financial information should be read only in connection with the accompanying Summary of Significant Forecast Assumptions and Accounting
Policies and Accountant's Report.
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CROWFOOT VALLEY RANCH METROPOLITAN DISTRICT NO. 2
PROJECTED SURPLUS CASH BALANCES AND CASH RECEIPTS AND DISBURSEMENTS

UNDER THE HYPOTHETICAL ASSUMPTIONS IN NOTE 13
DEBT SERVICE FUND ONLY
SCHEDULE OF ESTIMATED 2018B SUBORDINATE BONDS DEBT SERVICE REQUIREMENTS
FOR THE CALENDAR YEARS ENDING 2018 THROUGH 2048

2018B Subordinate Bond Issue
Dated: June 19, 2018 $3,260,000
Issued: June 19, 2018
Interest Rate: 8.000% compounded annually
Principal payments due on December 15
Bond Interest
Bond Principal Interest Accrued Total 2018B
on Outstanding Cumulative Subordinate
Principal Outstanding Principal Interest Unpaid Bonds
Payments Balance and Unpaid Payments Interest Debt Service
Year Interest Payments Year
(To Page A2)
2018 - 3,260,000 127,502 - 127,502 - 2018
2019 - 3,260,000 271,000 - 398,502 - 2019
2020 - 3,260,000 292,680 - 691,183 - 2020
2021 - 3,260,000 316,095 - 1,007,277 - 2021
2022 - 3,260,000 341,382 - 1,348,659 - 2022
2023 - 3,260,000 368,693 - 1,717,352 - 2023
2024 - 3,260,000 398,188 - 2,115,540 - 2024
2025 - 3,260,000 430,043 - 2,545,584 - 2025
2026 - 3,260,000 464,447 - 3,010,030 - 2026
2027 - 3,260,000 501,602 - 3,511,633 - 2027
2028 - 3,260,000 541,731 - 4,053,363 - 2028
2029 - 3,260,000 585,069 - 4,638,432 - 2029
2030 - 3,260,000 631,875 - 5,270,307 - 2030
2031 - 3,260,000 682,425 - 5,952,731 - 2031
2032 - 3,260,000 737,019 - 6,689,750 - 2032
2033 - 3,260,000 795,980 - 7,485,730 - 2033
2034 - 3,260,000 859,658 - 8,345,388 - 2034
2035 - 3,260,000 928,431 - 9,273,819 - 2035
2036 - 3,260,000 1,002,706 - 10,276,525 - 2036
2037 - 3,260,000 1,082,922 - 11,359,447 - 2037
2038 - 3,260,000 1,169,556 - 12,529,003 - 2038
2039 - 3,260,000 1,263,120 241,994 13,550,129 241,994 2039
2040 - 3,260,000 1,344,810 889,824 14,005,115 889,824 2040
2041 - 3,260,000 1,381,209 890,212 14,496,112 890,212 2041
2042 - 3,260,000 1,420,489 907,105 15,009,497 907,105 2042
2043 - 3,260,000 1,461,560 905,717 15,565,340 905,717 2043
2044 - 3,260,000 1,506,027 928,130 16,143,237 928,130 2044
2045 - 3,260,000 1,652,259 926,405 16,769,091 926,405 2045
2046 - 3,260,000 1,602,327 945,803 17,425,615 945,803 2046
2047 - 3,260,000 1,654,849 945,753 18,134,711 945,753 2047
2048 - 3,260,000 1,711,577 4,253,180 15,593,109 4,253,180 2048
- 27,427,231 11,834,122 11,834,122
USES OF FUNDS
Project Fund 3,162,200
Underwriter Discount 97,800
3,260,000

This financial information should be read only in connection with the accompanying Summary of Significant Forecast Assumptions and
Accounting Policies and Accountant's Report.
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APPENDIX C
BOOK-ENTRY ONLY SYSTEM

DTC will act as securities depository for the Bonds. The Bonds will be issued as
fully-registered securities registered in the name of Cede & Co. (DTC's partnership nominee) or
such other name as may be requested by an authorized representative of DTC. One fully-
registered Bond certificate will be issued for each maturity of the Bonds, each in the aggregate
principal amount of such maturity, and will be deposited with DTC.

DTC, the world’s largest securities depository, is alimited-purpose trust company
organized under the New York Banking Law, a “banking organization” within the meaning of
the New Y ork Banking Law, a member of the Federal Reserve System, a “clearing corporation”
within the meaning of the New York Uniform Commercial Code, and a “clearing agency”
registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934.
DTC holds and provides asset servicing for over 3.5 million issues of U.S. and non-U.S. equity
issues, corporate and municipal debt issues, and money market instruments (from over 100
countries) that DTC's participants (“Direct Participants’) deposit with DTC. DTC also
facilitates the post-trade settlement among Direct Participants of sales and other securities
transactions in deposited securities through electronic computerized book-entry transfers and
pledges between Direct Participants accounts. This eliminates the need for physical movement
of securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers
and dealers, banks, trust companies, clearing corporations, and certain other organizations. DTC
is a wholly-owned subsidiary of The Depository Trust & Clearing Corporation (“DTCC").
DTCC is the holding company for DTC, National Securities Clearing Corporation and Fixed
Income Clearing Corporation, all of which are registered clearing agencies. DTCC is owned by
the users of its regulated subsidiaries. Accessto the DTC system is also available to others such
as both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, and clearing
corporations that clear through or maintain a custodial relationship with a Direct Participant,
either directly or indirectly (“Indirect Participants’). DTC has a Standard & Poor’s rating of
AA+. The DTC Rules applicable to its Participants are on file with the Securities and Exchange
Commission. More information about DTC can be found at www.dtcc.com.

Purchases of Bonds under the DTC system must be made by or through Direct
Participants, which will receive a credit for the Bonds on DTC’ s records. The ownership interest
of each actual purchaser of each Bond (“Beneficial Owner”) is in turn to be recorded on the
Direct and Indirect Participants' records. Beneficial Owners will not receive written confirmation
from DTC of their purchase. Beneficial Owners are, however, expected to receive written
confirmations providing details of the transaction, as well as periodic statements of their
holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered into
the transaction. Transfers of ownership interests in the Bonds are to be accomplished by entries
made on the books of Direct and Indirect Participants acting on behalf of Beneficia Owners.
Beneficial Owners will not receive certificates representing their ownership interests in Bonds,
except in the event that use of the book-entry system for the Bonds is discontinued.

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with
DTC areregistered in the name of DTC’ s partnership nominee, Cede & Co., or such other name
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as may be requested by an authorized representative of DTC. The deposit of Bonds with DTC
and their registration in the name of Cede & Co. or such other DTC nominee do not effect any
change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the
Bonds; DTC' s records reflect only the identity of the Direct Participants to whose accounts such
Bonds are credited, which may or may not be the Beneficial Owners. The Direct and Indirect
Participants will remain responsible for keeping account of their holdings on behalf of their
customers.

Conveyance of notices and other communications by DTC to Direct Participants,
by Direct Participants to Indirect Participants, and by Direct Participants and Indirect
Participants to Beneficial Owners will be governed by arrangements among them, subject to any
statutory or regulatory requirements as may be in effect from time to time. Beneficial Owners of
Bonds may wish to take certain steps to augment the transmission to them of notices of
significant events with respect to the Bonds, such as redemptions, tenders, defaults, and proposed
amendments to the Bond documents. For example, Beneficial Owners of Bonds may wish to
ascertain that the nominee holding the Bonds for their benefit has agreed to obtain and transmit
notices to Beneficial Owners. In the alternative, Beneficial Owners may wish to provide their
names and addresses to the Trustee and request that copies of notices be provided directly to
them.

Redemption notices shall be sent to DTC. If less than al of the Bonds within an
issue are being redeemed, DTC’s practice is to determine by lot the amount of the interest of
each Direct Participant in such issue to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote
with respect to the Bonds unless authorized by a Direct Participant in accordance with DTC's
MMI Procedures. Under its usual procedures, DTC mails an Omnibus Proxy to the District as
soon as possible after the record date. The Omnibus Proxy assigns Cede & Co.’s consenting or
voting rights to those Direct Participants to whose accounts Bonds are credited on the record date
(identified in alisting attached to the Omnibus Proxy).

Principal, interest and redemption proceeds on the Bonds will be made to Cede&
Co., or such other nominee as may be requested by an authorized representative of DTC. DTC's
practice isto credit Direct Participants accounts upon DTC'’ s receipt of funds and corresponding
detail information from the District or the Trustee on payable date in accordance with their
respective holdings shown on DTC’s records. Payments by Participants to Beneficial Owners
will be governed by standing instructions and customary practices, as is the case with securities
held for the accounts of customers in bearer form or registered in “street name,” and will be the
responsibility of such Participant and not of DTC, the Trustee or the District, subject to any
statutory or regulatory requirements as may be in effect from time to time. Payment of principal,
interest or redemption proceeds to Cede & Co. (or such other nominee as may be requested by an
authorized representative of DTC) is the responsibility of the District or the Trustee,
disbursement of such payments to Direct Participants will be the responsibility of DTC, and
disbursement of such payments to the Beneficial Owners will be the responsibility of Direct and
Indirect Participants.
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DTC may discontinue providing its services as depository with respect to the
Bonds at any time by giving reasonable notice to the District or the Trustee. Under such
circumstances, in the event that a successor depository is not obtained, Bond certificates are
required to be printed and delivered.

The District may decide to discontinue use of the system of book-entry-only
transfers through DTC (or a successor securities depository). In that event, Bond certificates will
be printed and delivered to DTC.

The information in this section concerning DTC and DTC's book-entry system
has been obtained from sources that the District believes to be reliable, but the District takes no
responsibility for the accuracy thereof.

SO LONG AS CEDE & CO., AS NOMINEE OF DTC, IS THE REGISTERED
OWNER OF THE BONDS, REFERENCES IN THIS LIMITED OFFERING MEMORANDUM
TO THE REGISTERED OWNERS OF THE BONDS WILL MEAN CEDE & CO. AND WILL
NOT MEAN THE BENEFICIAL OWNERS.

The District and the Trustee may treat DTC (or its nominee) as the sole and
exclusive owner of the Bonds registered in its name for the purpose of payment of the principal
of or interest or premium, if any, on the Bonds, giving any notice permitted or required to be
given to registered owners under the Indentures, including any notice of redemption, registering
the transfer of Bonds, obtaining any consent or other action to be taken by registered owners and
for all other purposes whatsoever, and will not be affected by any notice to the contrary. The
District and the Trustee will not have any responsibility or obligation to any DTC Participant,
any person claiming a beneficial ownership interest in the Bonds under or through DTC or any
DTC Direct Participant, Indirect Participant or other person not shown on the records of the
Trustee as being a registered owner with respect to: the accuracy of any records maintained by
DTC, any DTC Direct Participant or Indirect Participant regarding ownership interests in the
Bonds; the payment by DTC, any DTC Direct Participant or Indirect Participant of any amount
in respect of the principal of or interest or premium, if any, on the Bonds; the delivery to any
DTC Direct Participant, Indirect Participant or any Beneficial Owner of any notice which is
permitted or required to be given to registered owners under the Authorizing Document,
including any notice of redemption; the selection by DTC, any DTC Direct Participant or any
Indirect Participant of any person to receive payment in the event of a partial redemption of the
Bonds; or any consent given or other action taken by DTC as aregistered owner.

Aslong asthe DTC book-entry system is used for the Bonds, the Trustee will
give any notice of redemption or any other notices required to be given to registered owners of
Bonds only to DTC or itsnominee. Any failure of DTC to advise any DTC Direct Participant, of
any DTC Direct Participant to notify any Indirect Participant, of any DTC Direct Participant or
Indirect Participant to notify any Beneficial Owner, of any such notice and its content or effect
will not affect the validity of the redemption of the Bonds called for redemption or of any other
action premised on such notice.
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CONTINUING DISCLOSURE AGREEMENT

$31,945,000 $3,260,000
CROWFOOT VALLEY RANCH CROWFOOT VALLEY RANCH
METROPOLITAN DISTRICT NO. 2 METROPOLITAN DISTRICT NO. 2
(IN DOUGLASCOUNTY, COLORADO) (IN DOUGLASCOUNTY, COLORADO)
LIMITED TAX SUBORDINATE LIMITED TAX
GENERAL OBLIGATION BONDS GENERAL OBLIGATION BONDS
SERIES 2018A SERIES 2018B

This Continuing Disclosure Agreement (this “Agreement”) is entered into as of June 19,
2018, by and between Crowfoot Valey Ranch Metropolitan District No. 2, Douglas County,
Colorado (the “District”), HT Canyons South, LP, a Delaware limited partnership, HT Canyons
South Development LP, a Delaware limited partnership, and HT Canyons South Land LP, a
Delaware limited partnership (collectively, the “Developer”), and UMB Bank, n.a. Denver,
Colorado, as trustee (the “Trustee”) under the Indentures (defined below) and as dissemination
agent hereunder relating to the Crowfoot Valley Ranch Metropolitan District No. 2 Limited Tax
General Obligation Bonds, Series 2018A, issued in the original aggregate principal amount of
$31,945,000 (the “2018A Senior Bonds’), and the Crowfoot Valley Ranch Metropolitan District
No. 2 Subordinate Limited Tax Genera Obligation Bonds, Series 2018B, issued in the original
aggregate principa amount of $3,260,000 (the “2018B Subordinate Bonds’ and together with the
2018A Senior Bonds, the “Bonds”).

Section 1. Purpose. This Agreement is being executed and delivered by the parties
hereto for the benefit of the holders of the Bonds and in consideration for the purchase by D.A.
Davidson & Co. (the “Underwriter”) of the Bonds pursuant to the terms of a Bond Purchase
Agreement between the Underwriter and the District dated as of June 11, 2018.

Section 2. Definitions. Capitalized terms used and not otherwise defined in this
Agreement shall have the respective meanings set forth in the applicable Indenture (defined
below) and the Limited Offering Memorandum (defined below). The capitalized terms set forth
below shall have the following respective meanings for purposes of this Agreement:

“Audited Financial Statements’” means the District’'s most recent annua financial
statements, prepared in accordance with generally accepted accounting principles (“GAAP”) for
governmental units as prescribed by the Governmental Accounting Standards Board (“GASB”),
which financial statements shall have been audited by such auditor as shall be then required or
permitted by the laws of the State of Colorado.

“Beneficial Owner” means any person for which a Participant acquires an interest in the
Bonds.

“Bond Resolution” means the resolution authorizing the issuance of the Bonds adopted by
the Board of Directors of the District on May 29, 2018.

“Indentures’ means, together, the Indenture of Trust (Senior) dated as of June 1, 2018,
between the Trustee and the District, pursuant to which the 2018A Senior Bonds were issued (the



“Senior Indenture”), and the Indenture of Trust (Subordinate) dated as of June 1, 2018, between
the Trustee and the District, pursuant to which the 2018B Subordinate Bonds were issued (the
“Subordinate Indenture”).

“Limited Offering Memorandum” means the Limited Offering Memorandum prepared in
connection with the offer and sale of the Bonds dated June 13, 2018.

“MSRB” means the Municipal Securities Rulemaking Board. As of the date hereof, the
MSRB’s required method of filing is electronically via its Electronic Municipal Market Access
(EMMA) system available on the Internet at http://emma.msrb.org.

“Participant” means any broker-dealer, bank, or other financial institution from time to
time for which DTC (as defined in the Indentures) or another Depository (as defined in the
Indentures) holds the Bonds.

“Report” means any report provided by the District pursuant to, and as described in,
Section 3 of this Agreement. The form of the Report is provided in Appendix A hereto.

“Quarterly Report Termination Date” means the earliest of the following: (@) the date
upon which the certificate of occupancy for the 920th residential unit within the District has been
issued by Douglas County (such number constituting approximately 95% of the total planned
968 residential units within the District); or (b) the date upon which the Senior Debt to Assessed
Ratio (as defined in the Senior Indenture) is equal to or less than fifty percent (50%).

Section 3. Requirement for Quarterly and Annual Reports.

The Developer and the District hereby undertake and agree to provide certain
information specified below to the Trustee on the dates specified below.

a Timing of Reports.

(D) Quarterly Reports. Prior to the Quarterly Report
Termination Date, the Developer and the District shall provide their
respective portions of the Reports (referred to as “ Quarterly Reports’ prior
to the Quarterly Report Termination Date) to the Trustee as follows:



Date Trustee Sends
Noticeto District
and Fund Balance Date Quarterly Date Quarterly
Information for Report isDueto Report isDueto Be
Last Day of Sections2 & 3 Trustee (“Quarterly Filed with the
Quarterly Reporting (“Trustee Natice Report District MSRB (“ Quarterly
Period Date’) DueDate") Report Filing Date”)
March 31 March 31 May 5 May 15
June 300 June 30 August 5 August 15
September 30 September 30 November 5 November 15
December 31 December 31 February 5 February 15

(1) Includes certain quarterly information for the quarterly reporting period ending June 30 and
certain annual information for the annual reporting period ending December 31, as described

in Section 3(a)(2).

The first Quarterly Report will be due for the quarter ending September 30, 2018;
the first Trustee Notice Date will be September 30, 2018; the first Quarterly
Report District Due Date will be November 5, 2018; and the first Quarterly
Report Filing Date will be November 15, 2018.

(2)

Annual Reports. After the Quarterly Report Termination

Date, the Developer shall no longer be required to file Reports, and the
District shall be obligated to file Reports only on an annual basis (referred
to as “Annua Reports’ after the Quarterly Report Termination Date) to

the Trustee as follows:

Date Trustee Sends
Noticeto District
and Fund Balance

Information for

Date Annual Report

Date Annual Report
isDueto BeFiled

Section2& 3 isDueto Trustee with the M SRB

Last Day of Annual (“Trustee Notice (“Annual Report (“Annual Report
Reporting Period Date”) District Due Date") Filing Date")
December 31 June 30 August 5 August 15

Contents of Reports.

Q) Quarterly Reports. For each Quarterly Report, the
Developer shall complete Section 1 of each Report, and the District shall
complete Sections 2-3 of each Quarterly Report; provided, however, that
for the Quarterly Report due on each June 30, the District is also obligated
to complete Section 4 pertaining to updating annual information.

2 Annual Reports. For each Annual Report, the District shall
complete Sections 2-4 of each Annua Report. The Developer is not
required to complete any sections in the Annual Report, as provided in
Section 5(a).



d.

The Annual Report (including the Quarterly Report due each year
prior to the Quarterly Report Termination Date for the quarter ending June
30) shall contain or incorporate by reference a copy of the Audited
Financial Statements, prepared in accordance with generally accepted
accounting principles audited by a firm of certified public accountants. |f
Audited Financial Statements are not available by the August 15 Report
filing date, unaudited financial statements will be provided as part of the
Report due on August 15, and Audited Financial Statements will be
provided when available.

Any or al of the items required to be updated may be incorporated
by reference from other documents, including official statements of debt
issues of the District or related public entities, which are available to the
public on the MSRB’s Internet Web Site or filed with the SEC. The
District and the Developer, as applicable, shall clearly identify each such
document incorporated by reference.

The Trustee shall:

Q) determine prior to each Quarterly Report Filing Date and
Annual Report Filing Date the appropriate electronic format prescribed by
the MSRB;

(2 on or before each Trustee Notice Date, send written notice
to the District which: (x) states that the Quarterly Report or Annual Report
will be due by the applicable Quarterly Report District Due Date or
Annual Report District Due Date; and (y) provides the information
required by Section 2 of the Report.

3 on or before each Quarterly Report Filing Date and Annual
Report Filing Date, provide to the MSRB (in an electronic format as
prescribed by the MSRB) the Report. Each Report may be submitted as a
single document or as separate documents comprising a package, and may
cross-reference other information as provided in Section 3(a) above; and

4 file areport with the District at the address in the following
paragraph certifying that the Quarterly Report or Annual Report, as
applicable, has been provided to the MSRB pursuant to this Agreement,
stating the date it was provided and listing all the entities to which it was
provided.

Failure to File Reports. If the District or the Developer fails to provide to

the Trustee their respective portions of each Report by the Quarterly Report District Due
Date or the Annual Report District Due Date, as applicable, which resultsin the Trustee's
inability to provide a Report to the MSRB by the Quarterly Report Filing Date or Annual
Report Filing Date, as applicable, the Trustee shall file or cause to be filed a notice in
substantially the form attached hereto as Appendix B with the MSRB. If the Trusteefiles



or causes to be filed a notice in substantially the form attached hereto as Appendix B with
the MSRB, the Trustee shall submit a copy of such filing to the District and the
Developer, asfollows:

To the District: Crowfoot Valley Ranch Metropolitan District No. 2
c/o Collins Cockrel & Cole P.C.
390 Union Blvd. Suite 400
Denver, Colorado 80228
Telephone: (303) 986-1551

Tothe Developer:  HT Canyons South, LP
HT Canyons South Land, LP
HT Canyons South Development, LP
c/o Hines
1125 17" Street, Suite 700
Denver, Colorado 80202
Telephone: (720) 932-0522

e Means of Transmitting Information. Subject to technical and economic
feasibility, the District and the Developer shall employ such methods of information
transmission as the Trustee shall reasonably request. All documents provided to the
MSRB pursuant to this Agreement shall be in the format prescribed by the MSRB and
accompanied by identifying information as prescribed by the M SRB.

As of the date of this Agreement, all documents submitted to the MSRB must be
in portable document format (PDF) files configured to permit documents to be saved,
viewed, printed and retransmitted by electronic means. In addition, such PDF files must
be word-searchable, provided that diagrams, images and other non-textual elements are
not required to be word-searchable.

Section 4. Notice of Material Events. Whenever the District obtains actual knowledge
of the occurrence of any of the following events, the District shall cause the Trustee to provide,
in atimely manner, a notice of such event to the MSRB:

a The Disgtrict fails or refuses to impose or collect the Senior Required Mill
Levy or to collect and apply the Senior Pledged Revenue as required by the Senior
Indenture;

b. The District fails or refuses to impose or collect the Subordinate Required
Mill Levy or to collect and apply the Subordinate Pledged Revenue as required by the
Subordinate Indenture;

C. Non-payment related defaults under either Indenture, if the District deems
such default to be material to the bondholders, including a description of such default;

d. Draws on the 2018A Surplus Fund under the Senior Indenture;



e Transfers from the Senior Project Fund to the Senior Bond Fund under the
Senior Indenture;

f. Adverse tax opinions, the issuance by the Internal Revenue Service of
proposed or final determinations of taxability, Notice of Proposed Issue (IRS Form 5701-
TEB) or other material notices or determinations with respect to the tax status of the
Bonds, or other material events affecting the tax status of the Bonds,

0. Modifications to rights of bondholders, if the District deems such
modification to be material to the bondholders;

h. Bond calls and tender offers;
B Defeasances,
k. Bankruptcy, insolvency, receivership or similar event of the District;*

[ The consummation of a consolidation or dissolution of the District or the
sale of al or substantially all of the assets of the District, other than in the ordinary course
of business, the entry into a definitive agreement to undertake such an action or the
termination of a definitive agreement relating to any such actions, other than pursuant to
itsterms, if the District deems such action to be material to the bondholders; and

m. Appointment of a successor or additional trustee or the change of name of
atrustee, if the District deems such appointment to be material to the bondholders.

Whenever the Trustee obtains actual knowledge of the occurrence of any of the
aforementioned events, the Trustee shall promptly notify the District of such event. For purposes
of this paragraph, “actual knowledge” of the Trustee means actual knowledge by an officer of the
Trustee having responsibility for matters regarding the Indentures or the Bonds.

Section 5. Termination.

a The obligations of the Developer as to the information in Section 1 of the
Reports shall terminate on the Quarterly Report Termination Date. Upon the occurrence
of the Quarterly Report Termination Date, the Developer shall complete the Notice of
Quarterly Report Termination Date attached hereto as Appendix C and provide such
notice to the District and the Trustee. The Trustee shall then file the Notice of Quarterly
Report Termination Date with the MSRB within 10 days of receipt.

! For the purposes of this event, the event is considered to occur when any of the following occur: the appointment
of areceiver, fiscal agent or similar officer for the District in a proceeding under the U.S. Bankruptcy Code or in any
other proceeding under state or federal law in which a court or governmental authority has assumed jurisdiction over
substantially all of the assets or business of the District, or if such jurisdiction has been assumed by leaving the
existing governing body and officia or officersin possession but subject to the supervision and orders of a court or
governmental authority, or the entry of an order confirming a plan of reorganization, arrangement or liquidation by a
court or governmental authority having supervision or jurisdiction over substantialy all of the assets or business of
the Digtrict.



b. The obligations of the District and the Trustee as to information in
Sections 2-4 of the Reports shall terminate at such time as none of the Bonds are
Outstanding under each of the Indentures, respectively.

Section 6. Liability for Content of Information Provided. So long as the parties to
this Agreement act in good faith, such entities shall not be liable for any errors, omissions or
misstatements in the information provided pursuant to this Agreement. Without limiting the
foregoing, the District makes no representation as to the accuracy of any information provided
by the Developer.

Section 7. Amendment. Notwithstanding any other provision of this Agreement, this
Agreement may only be amended with the consent of the majority of the Owners of the Bonds
then Outstanding.

Section 8. Default.

a Any failure by the District to perform in accordance with this Agreement
shall not constitute an Event of Default under either Indenture, and the rights and
remedies provided by the Indentures upon the occurrence of an Event of Default shall not
apply to any such failure. If the District fails to comply with this Agreement, any
Beneficial Owner of the Bonds may take such actions as may be necessary and
appropriate, including seeking mandamus or specific performance by court order, to
cause the District to comply with its obligations hereunder.

b. If the Developer fails to comply with this Agreement, the District, within
10 business days of receipt of notice in substantially the form attached as Appendix B
from the Trustee, shall be obligated to use its best efforts to update Section 1 of Appendix
A. Furthermore, if the Developer fails to comply with this Agreement, any Beneficial
Owner of the Bonds may take such actions as may be necessary and appropriate,
including seeking mandamus or specific performance by court order, to cause the
Developer to comply with its obligations hereunder.

Section 9. Severability. If any section, paragraph, clause, or provision of this
Agreement shall for any reason be held to be invalid or unenforceable, the invalidity or
unenforceability of such section, paragraph, clause or provision shal not affect any of the
remaining provisions of this Agreement, the intent being that the same are severable.

Section 10. Governing Law. This Agreement shall be governed by and construed in
accordance with the laws of the State of Colorado.

Section 11. Compensation. As compensation for its services under this Agreement, the
Trustee shall be compensated or reimbursed by the District for its reasonable fees and expenses
in performing the services specified under this Agreement.

Section 12. Beneficiaries. This Agreement shall inure solely to the benefit of the
Didtrict, the Developer, the Trustee, the Underwriter, and the Beneficial Owners from time to
time of the Bonds, shall create no rightsin any other person or entity.



Section 13. Trustee's Duties, Removal or Resignation as Dissemination Agent. The
Trustee shall have only such duties as are specifically set forth in this Agreement, and the
District agrees, to the extent permitted by law, to indemnify and save the Trustee, its offers,
directors, employees and agents, harmless against any loss, expense and liabilities which it may
incur arising out of or in the exercise or performances of its powers and duties hereunder,
including the costs and expenses (including attorneys fees) of defending against any claim or
liability, but excluding liabilities due to the Trustee’'s gross negligence or willful misconduct.
The Trustee may resign as dissemination agent hereunder at any time upon 30 days prior written
notice to the District. The Trustee shall not be responsible in any manner for the content of any
notice or Report prepared by the District or the Developer pursuant to this Agreement. The
obligations of the District under this Section shall survive resignation or removal of the Trustee
and payment of the Bonds.

Section 14. Electronic Transactions. The parties hereto agree that the transactions
described herein may be conducted and related documents may be stored by electronic means.
Copies, telecopies, facsimiles, electronic files and other reproductions of original executed
documents shall be deemed to be authentic and valid counterparts of such original documents for
all purposes, including the filing of any claim, action or suit in the appropriate court of law.

Section 15. Assignment. The covenants and conditions herein contained apply to and
bind the heirs, successors, executors, administrators and assigns of the parties hereto.

Section 16. Counterpart Execution. This Agreement may be executed on counterpart
signature pages.

IN WITNESS WHEREOF, the parties have caused this Agreement to be executed in their
respective names, al as of the date first above written.

[Sgnature Page Follows]



This CONTINUING DISCLOSURE AGREEMENT is executed as of the date first set
forth above.

CROWFOOT VALLEY RANCH

METROPOLITAN DISTRICT NO. 2
Douglas County, Colorado

By

Authorized Officer



(Signature page to Continuing Disclosure Agreement)

UMB BANK, n.a., as Trustee

By

Authorized Officer
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(Signature page to Continuing Disclosure Agreement)
HT CANYONSSOUTH LP
By: Hines Canyons South LLC, its genera partner
By: Hines Canyons South Associates LP, its sole member

By: Hines Investment Management Holdings Limited Partnership, its general
partner

By: HIMH GPLLC, its genera partner

By: Hines Real Estate Holdings Limited Partnership, its sole
member

By: JCH Investments, Inc., its genera partner

By:

Name:

Title:
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(Signature page to Continuing Disclosure Agreement)

HT CANYONS SOUTH DEVELOPMENT LP
By: HT Canyons South Development LLC, its general partner
By: HT Canyons South LP, its sole member
By: Hines Canyons South LLC, its general partner
By: Hines Canyons South Associates LP, its sole member

By: Hines Investment Management Holdings Limited Partnership, its
general partner

By: HIMH GP LLC, its general partner

By: Hines Real Estate Holdings Limited Partnership,
its sole member

By: JCH Investments, Inc.,
its general partner

By:

Name:

Title:
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(Signature page to Continuing Disclosure Agreement)

HT CANYONS SOUTH LAND LP
By: HT Canyons South Land LLC, its general partner
By: HT Canyons South LP, its sole member
By: Hines Canyons South LLC, its general partner
By: Hines Canyons South Associates LP, its sole member

By: Hines Investment Management Holdings Limited Partnership, its
general partner

By: HIMH GPLLC, its general partner

By: Hines Real Estate Holdings Limited Partnership,
its sole member

By: JCH Investments, Inc.,
its general partner

By:

Name:

Title:
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APPENDIX A
(TO CONTINUING DISCLOSURE AGREEMENT)

FORM OF REPORT

$31,945,000 $3,260,000
CROWFOOT VALLEY RANCH CROWFOOT VALLEY RANCH
METROPOLITAN DISTRICT NO. 2 METROPOLITAN DISTRICT NO. 2
(IN DOUGLAS COUNTY, COLORADO) (IN DOUGLASCOUNTY, COLORADO)
LIMITED TAX SUBORDINATE LIMITED TAX
GENERAL OBLIGATION BONDS GENERAL OBLIGATION BONDS
SERIES 2018A SERIES 2018B

Date of Report:

All capitalized terms used and not otherwise defined in this report shall have the
respective meanings assigned in the Continuing Disclosure Agreement (“Agreement”) entered
into as of June 19, 2018, by and among Crowfoot Valley Ranch Metropolitan District No. 2,
Douglas County, Colorado (the “District”), HT Canyons South, LP, a Delaware limited
partnership, HT Canyons South Development LP, a Delaware limited partnership, and HT
Canyons South Land LP, a Delaware limited partnership (collectively, the “Developer”), and
UMB Bank, n.a.,, Denver, Colorado, as trustee (“Trustee’) for the above captioned bonds (the
“Bonds’). Unless otherwise stated, all information contained herein is the most current
information available as of the Date of Report specified above.

Section 1. Development Activity [Developer to complete; to be updated each
quarter prior tothe Quarterly Report Termination Date].

@ Building Permits. The number of building permits which have been issued by
Douglas County for property within the District is as follows:

building permits since the date of issuance of the Bonds
building permits since the date of the last Quarterly Report

(b) Certificates of Occupancy. The number of certificates of occupancy which have
been issued by Douglas County for property within the District is as follows:

certificates of occupancy since the date of issuance of the Bonds
certificates of occupancy since the date of the last Quarterly Report

(© Land Entitlements. Since the date of the last Quarterly Report, have any land
entitlements pertaining to property in the District (e.g., zoning, platting, etc.) been changed or put
into place by Douglas County? If so, describe.



(d) Land Sales. Since the date of the last Quarterly Report, has the Developer (as
defined in the Limited Offering Memorandum, consisting of HT Canyons South, LP, HT
Canyons South Development LP and HT Canyons South Land LP) or any related entities
conveyed any of its or their property to any other entity, other than lots or homes sold to
homeowners in the ordinary course of its business? If so, state the amount of property, its
location in the District, the name of the purchaser and the sales price.

Section 2. Fund Balances [District to complete, based upon infor mation received
from the Trustee; to be updated each quarter prior to the Quarterly Report Termination
Date, and to be updated annually after the Quarterly Report Termination Date].

The amount on deposit in each of the following funds for the 2018A Senior Bonds is as
set forth below:

@ amount on deposit in the Senior Project Fund is $ ;
(b) amount on deposit in the Senior Bond Fund is $ ;
(© amount on deposit in the 2018A Surplus Fundis $

The amount on deposit in each of the following funds for the 2018B Subordinate Bonds
is as set forth below:

@ amount on deposit in the Subordinate Project Fund is $ ; and

(b) amount on deposit in the Subordinate Bond Fund is $

Section 3. Authorized Denominations [District to complete, based upon
information received from the Trustee; to be updated each quarter prior to the Quarterly
Report Termination Date, and to be updated annually after the Quarterly Report
Termination Date].

The 2018A Senior Bonds are presently outstanding in Authorized Denominations of :
___$500,000 and any integral multiple of $1,000 in excess thereof; or

___Pursuant to paragraph (c) of the definition of Authorized Denomination in the
Senior Indenture, the Authorized Denominations were reduced to $1,000 or
any integral multiple thereof on [insert date].

The 2018B Subordinate Bonds are presently outstanding in Authorized Denominations
of:

___$500,000 and any integral multiple of $1,000 in excess thereof; or
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___Pursuant to paragraph (c) of the definition of Authorized Denomination in the
Subordinate Indenture, the Authorized Denominations were reduced to
$1,000 or any integral multiple thereof on [insert date].

Section 4. Additional District Information to be Updated [District to complete;
to be provided annually with the Report due on or before August 15].

(@

The District shall update the following tables included in the Limited Offering

Memorandum (or not included in the Limited Offering Memorandum due to the lack of historical
data as of the date of the Limited Offering Memorandum) and attach the tables to the Report:

1 History of Assessed Valuations and Mill Levies for the District

2. Property Tax Collectionsin the District

3. *All Owners of Taxable Property within the District

4, 2017 Assessed Valuation of Classes of Property in the District

5. Selected Debt Ratios of the Didtrict as of the Date of this Limited Offering Memorandum
(only those portions of the table involving the direct debt of the District)

6. Statement of Revenue, Expenditures and Changesin Fund Balance — General Fund

7. ** Statement of Revenue, Expenditures and Changes in Fund Balance — Debt Service
Fund

8. ** Statement of Revenue, Expenditures and Changes in Fund Balance — Capital Projects
Fund

9 Budget Summary and Comparison — General Fund

10. ***Budget Summary and Comparison — Debt Service Fund
11. ***Budget Summary and Comparison — Capital Projects Fund

(b)

**

* k%

Once the number of taxable property owners in the District equals or exceeds ten, the District can
update the table with the Ten Largest Taxpayers within the District.

These tables are not contained in the Limited Offering Memorandum because no historical
financial information for the District’s Debt Service Fund or Capital Projects Fund existed as of
the date of the Limited Offering Memorandum. For each Report due on August 15, however,
these tables should be prepared and should include a five-year history (or such shorter periods as
may be applicable) of annual revenues and expenditures of these funds, to the extent these funds
have any revenues and expenditures.

These tables are not contained in the Limited Offering Memorandum because no budgeted
information for the District’s Debt Service Fund or Capital Projects Fund existed as of the date of
the Limited Offering Memorandum. For each Report due on August 15, however, these tables
should be prepared and should include budgeted and unaudited financial information for the
current year and following year, to the extent these funds have any budgeted or unaudited
revenues and expenditures.

The following information shall be attached to the Report:

___Audited Financial Statements of the District for the previousyear (20__ ).

____Annual budget of the District for the current year (20__ ).

The information contained in this Report has been obtained from sources that are deemed
to be reliable, but is not guaranteed as to accuracy or completeness. The information contained
in this Report is neither intended nor shall be construed as a document updating the Limited
Offering Memorandum for the Bonds, and is neither intended to, nor shall it be, used by the
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owners or beneficial owners of the Bonds for the purpose of making a subsequent investment
decision with respect to the Bonds.

Receipt of this Report by any person or entity shall create no obligation or liability of the
District, the Developer or the Trustee.

The undersigned hereby certify, respectively, that they are authorized representatives of
the District and the Developer, and further certify on behaf of the following entities that the
information contained in the foregoing Report (for the Developer, with respect to Section 1 only,
and for the District, with respect to Sections 2-4 only) is, to their actual knowledge, true, accurate
and complete. This Report may be executed below on counterpart signature pages.

CROWFOOT VALLEY RANCH
METROPOLITAN DISTRICT NO. 2,
Douglas County, Colorado

By:

Authorized Officer
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[Signature/Certification Page to Report]

HT CANYONSSOUTH LP
By: Hines Canyons South LLC, its genera partner
By: Hines Canyons South Associates LP, its sole member

By: Hines Investment Management Holdings Limited Partnership, its general
partner

By: HIMH GP LLC, its genera partner

By: Hines Real Estate Holdings Limited Partnership, its sole
member

By: JCH Investments, Inc., its genera partner

By:

Name:

Title:




[Signature/Certification Page to Report]

HT CANYONS SOUTH DEVELOPMENT LP
By: HT Canyons South Development LLC, its general partner
By: HT Canyons South LP, its sole member
By: Hines Canyons South LLC, its genera partner
By: Hines Canyons South Associates LP, its sole member

By: Hines Investment Management Holdings Limited Partnership, its
general partner

By: HIMH GP LLC, its genera partner

By: Hines Real Estate Holdings Limited Partnership,
its sole member

By: JCH Investments, Inc.,
its general partner

By:

Name:

Title:




[Signature/Certification Page to Report]

HT CANYONS SOUTH LAND LP
By: HT Canyons South Land LLC, its general partner
By: HT Canyons South LP, its sole member
By: Hines Canyons South LLC, its genera partner
By: Hines Canyons South Associates LP, its sole member

By: Hines Investment Management Holdings Limited Partnership, its
general partner

By: HIMH GP LLC, its genera partner

By: Hines Real Estate Holdings Limited Partnership,
its sole member

By: JCH Investments, Inc.,
its general partner

By:

Name:

Title:




APPENDIX B
(TO CONTINUING DISCLOSURE AGREEMENT)

NOTICE OF FAILURE TO FILE REPORT

Name of Issuer: Crowfoot Valley Ranch Metropolitan District No. 2, Douglas County,
Colorado (the “District”)

Bond Issue: Crowfoot Valley Ranch Metropolitan District No. 2 Limited Tax General
Obligation Bonds, Series 2018A, issued in the original aggregate principal
amount of 31,945,000 (the 2018A Senior Bonds’), and Crowfoot Valley
Ranch Metropolitan District No. 2 Subordinate Limited Tax General
Obligation Bonds, Series 2018B, issued in the original aggregate principal
amount of 3,260,000 (the “2018B Subordinate Bonds’ and together with
the 2018A Senior Bonds, the “Bonds”)

CUSIP:

Date of |ssuance: June 19, 2018

NOTICE IS HEREBY GIVEN that (check as appropriate) [ ] the District [___] the
Developer has not provided a Report with respect to the above-named [2018A Senior Bonds]
[2018B Subordinate Bonds] [or Bonds] as required by the Continuing Disclosure Agreement
dated June 19, 2018, between the District, the Developer and the Trustee.

The (check as appropriate) [ ] District [ ] Developer anticipates that the Report will
befiled by :

Dated: , 20

UMB BANK, n.a,, as Trustee

By:
Authorized Officer




APPENDIX C
(TO CONTINUING DISCLOSURE AGREEMENT)

NOTICE OF QUARTERLY REPORT TERMINATION DATE

Name of Issuer: Crowfoot Valley Ranch Metropolitan District No. 2, Douglas County,
Colorado (the “District”)

Bond Issue: Crowfoot Valley Ranch Metropolitan District No. 2 Limited Tax General
Obligation Bonds, Series 2018A, issued in the original aggregate principal
amount of $31,945,000 and Crowfoot Valley Ranch Metropolitan District
No. 2 Subordinate Limited Tax Genera Obligation Bonds, Series 2018B,
issued in the original aggregate principal amount of $3,260,000 (together,
the “Bonds”)

CUSIP:

Date of Issuance: June 19, 2018

NOTICE ISHEREBY GIVEN that the Quarterly Report Termination Date (as defined in
the Continuing Disclosure Agreement dated June 19, 2018) occurred on , 20 .
Pursuant to Sections 3(a)(1) and 5(a) of the Continuing Disclosure Agreement, the Developer
and the District are no longer obligated to provide Quarterly Reportsto the Trustee. The District
remains obligated to provide Annual Reports pursuant to Section 3(a)(2).

Dated: , 20




[Signature/Certification Page to Notice]

HT CANYONSSOUTH LP
By: Hines Canyons South LLC, its genera partner
By: Hines Canyons South Associates LP, its sole member

By: Hines Investment Management Holdings Limited Partnership, its general
partner

By: HIMH GP LLC, its genera partner

By: Hines Real Estate Holdings Limited Partnership, its sole
member

By: JCH Investments, Inc., its genera partner

By:

Name:

Title:




[Signature/Certification Page to Notice]

HT CANYONS SOUTH DEVELOPMENT LP
By: HT Canyons South Development LLC, its general partner
By: HT Canyons South LP, its sole member
By: Hines Canyons South LLC, its genera partner
By: Hines Canyons South Associates LP, its sole member

By: Hines Investment Management Holdings Limited Partnership, its
general partner

By: HIMH GP LLC, its genera partner

By: Hines Real Estate Holdings Limited Partnership,
its sole member

By: JCH Investments, Inc.,
its general partner

By:

Name:

Title:




[Signature/Certification Page to Notice]

HT CANYONS SOUTH LAND LP
By: HT Canyons South Land LLC, its general partner
By: HT Canyons South LP, its sole member
By: Hines Canyons South LLC, its genera partner
By: Hines Canyons South Associates LP, its sole member

By: Hines Investment Management Holdings Limited Partnership, its
general partner

By: HIMH GP LLC, its genera partner

By: Hines Real Estate Holdings Limited Partnership,
its sole member

By: JCH Investments, Inc.,
its general partner

By:

Name:

Title:




APPENDIX E
SUMMARY OF CERTAIN PROVISIONS OF THE 2018A SENIOR INDENTURE

The following definitions and the description of the 2018A Senior Indenture in this
Appendix and in the body of this Limited Offering Memorandum under the captions
“INTRODUCTION,” “THE 2018A SENIOR BONDS’ and “SECURITY FOR THE 2018A
SENIOR BONDS” are in substantially final form and are qualified in al respects by reference to
the 2018A Senior Indenture. Copies of the 2018A Senior Indenture may be obtained from the
District and the Underwriter as provided under the caption “INTRODUCTION — Additional
Information” in the body of this Limited Offering Memorandum.

Although a single Limited Offering Memorandum is being used in connection with
the offer and sale of the 2018A Senior Bonds and 2018B Subordinate Bonds, the 2018A Senior
Bonds are secured solely by the 2018A Senior Indenture and the 2018B Subordinate Bonds are
secured solely by the 2018B Subordinate Indenture. Further, each series of Bonds is secured by
its own set of revenue available to the District; the 2018A Senior Bonds are secured solely by the
Senior Pledged Revenue, and the 2018B Subordinate Bonds are secured solely by the
Subordinate Pledged Revenue. Accordingly, the use of a single Limited Offering Memorandum
does not imply that 2018A Owners and 2018B Owners are secured by the same revenue sources,
funds or covenants. 2018A Owners and 2018B Owners are afforded different rights under the
2018A Senior Indenture and the 2018B Subordinate Indenture, respectively.

DEFINITIONS
“Act” meansthe “ Special District Act,” Title 32, Article 1, C.R.S.

“Additional Obligations’ means (@) all obligations of the District for borrowed money and reimbursement
obligations; (b) all obligations of the District payable from or constituting a lien or encumbrance upon ad valorem
tax revenues of the Digtrict or any part of the Senior Pledged Revenue; (c) all obligations of the District evidenced
by bonds, debentures, notes, or other similar instruments, including without limitation any Senior Parity Bonds and
Subordinate Bonds; (d) all obligations of the District to pay the deferred purchase price of property or services;
(e) al obligations of the District as lessee under capital leases (as determined in accordance with GAAP); and (f) all
obligations of others guaranteed by the District; provided that notwithstanding the foregoing, the term “ Additional
Obligations” does not include:

€) obligations issued solely for the purpose of paying operations and maintenance costs of
the District, the repayment of which is contingent upon the District’s annual determination to appropriate
moneys therefor, other than capital leases as described in (€) above, so long as (A) no amounts due or to
become due on such obligations are payable from the District’s debt service mill levy, and (B) no amounts
due or to become due on such obligations are payable from a District operations and maintenance mill levy
in excess of that permitted by the Service Plan (after taking into account the Senior Required Mill Levy
required under the 2018A Senior Indenture, in the event that the Service Plan then establishes a combined
limit for debt service and operation and maintenance mill levies);

(b) obligations issued for any purpose, the repayment of which is contingent upon the
Digtrict’s annual determination to appropriate moneys therefor, other than capital leases as set forth in (€)
above, so long as (A) such obligations are payable only to the extent the District has excess moneys on
hand, (B) such obligations are payable in any Fiscal Y ear only after the last scheduled payment of principal
or interest on the 2018A Senior Bonds in such Fiscal Year, and (C) the District makes no promise to
impose any tax, fee, or other governmental charge for the payment of such obligations;
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(© obligations which are payable solely from the proceeds of Additional Obligations, when
and if issued,

(d) obligations payable solely from periodic, recurring service charges imposed by the
Didtrict for the use of any District facility or service, which obligations do not constitute a debt or
indebtedness of the District or an obligation required to be approved at an election under State law;

(e obligations to reimburse any person in respect of surety bonds, financial guaranties,
letters of credit, or similar credit enhancements so long as (A) such surety bonds, financial guaranties,
letters of credit, or similar credit enhancements guarantee payment of principal or interest on any Senior
Parity Bonds or Subordinate Bonds, (B) the reimbursement obligation does not arise unless payment of an
equivalent amount (or more) of principal on the Senior Parity Bonds or Subordinate Bonds has been made,
and (C) such reimbursement obligations are payable from the same or fewer revenue sources, with the same
or a subordinate lien priority as the Senior Parity Bonds or Subordinate Bonds supported by the surety
bonds, financial guaranties, letters of credit, or similar credit enhancements; and

()] any operating leases, payroll obligations, accounts payable, or taxes incurred or payable
in the ordinary course of business of the District.

“Authorized Denominations’ means, initially, the amount of $500,000 or any integral multiple of $1,000 in

excess thereof, provided that:

Bonds.

@ no individual 2018A Senior Bond may be in an amount which exceeds the principal
amount coming due on any maturity date;

(b) in the event a 2018A Senior Bond is partially redeemed and the unredeemed portion is
less than $500,000, such unredeemed portion of such 2018A Senior Bond may be issued in the largest
possible denomination of less than $500,000, in integral multiples of not less than $1,000 each or any
integral multiple thereof; and

(© the Authorized Denominations shall be reduced to $1,000 or any integral multiple thereof
in the event that the 2018A Trustee receives an opinion of Counsel that the District has filed a notice of a
claim of exemption, along with al other required documents necessary to exempt the 2018A Senior Bonds
under any of the exemptions from registration contemplated by Section 11-59-110, C.R.S. and any rule or
order promulgated thereunder, or any successor statute (and any rule or order promulgated under such
successor statute), or has taken other actions which permit the 2018A Senior Bonds to be issued in
denominations of $1,000 or integral multiples thereof under the Colorado Municipal Bond Supervision Act,
Or any successor statute.

“Beneficial Owner” means any person for which a Participant acquires an interest in the 2018A Senior

“Board” means the Board of Directors of the District.

“Bond Counsel” means any firm of nationally recognized municipal bond attorneys selected by the District

and experienced in the issuance of municipal bonds and the exclusion of the interest thereon from gross income for
federal income tax purposes.

“Bond Resolution” means the resolution authorizing the issuance of the 2018A Senior Bonds and the

execution of the 2018A Senior Indenture, certified by the Secretary of the District to have been duly adopted by the
Didtrict and to be in full force and effect on the date of such certification, including any amendments or supplements
made thereto.

“Bond Year” or “2018A Bond Year” means the period from December 2 of any calendar year to

December 1 of the following calendar year.



“Bonds’ or “2018A Senior Bonds’ means the Limited Tax General Obligation Bonds, Series 2018A, in the
aggregate principal amount of $31,945,000 dated as of the date of issuance, and issued by the District pursuant to
the 2018A Senior Indenture and the Bond Resol ution.

“Business Day’ means a day on which the 2018A Trustee, or banks or trust companies in Denver,
Colorado, or in New York, New Y ork, are not authorized or required to remain closed and on which the New Y ork
Stock Exchange is not closed.

“Capital Fees’ all fees, rates, tolls, penalties, and charges of a capital nature (excluding periodic, recurring
service charges) now or hereafter imposed by the District or any District-owned “enterprise” under Article X,
Section 20 of the State Congtitution, for services, programs, or facilities furnished by the Digtrict, including the
Facility Fees; and including the revenue derived from any action to enforce the collection of Capital Fees, and the
revenue derived from the sale or other disposition of property acquired by the District from any action to enforce the
collection of Capital Fees. Notwithstanding any of the foregoing, Capital Fees does not include the Excluded Fees.

“Cede” means Cede & Co., the nominee of DTC as record owner of the 2018A Senior Bonds, or any
successor nominee of DTC with respect to the 2018A Senior Bonds.

“Certified Public Accountant” means a certified public accountant within the meaning of Section 12-2-115,
C.R.S,, and any amendment thereto, licensed to practice in the State.

“Code” means the Internal Revenue Code of 1986, as amended and in effect as of the date of issuance of
the 2018A Senior Bonds.

“Colorado Governmental Immunity Act” means Title 24, Article 10, Part 1, C.R.S.

“Colorado Municipal Bond Supervision Act” means Title 11, Article 59, C.R.S.

“Consent Party” means the 2018A Owner of a 2018A Senior Bond or, if such 2018A Senior Bond is held
in the name of Cede, the Participant (as determined by a list provided by DTC) with respect to such 2018A Senior
Bond, or if so designated in writing by a Participant, the Beneficial Owner of such 2018A Senior Bonds.

“Counsel” means a person, or firm of which such a person is a member, authorized in any state to practice
law.

“County” means Douglas County, Colorado.

“C.R.S” means the Colorado Revised Statutes, as amended and supplemented as of the date hereof.

“Depository” means any securities depository that the District may provide and appoint, in accordance with
the guidelines of the Securities and Exchange Commission, which shall act as securities depository for the 2018A
Senior Bonds.

“District” means Crowfoot Valley Ranch Metropolitan District No. 2, Douglas County, Colorado.

“District No. 1" means Crowfoot Valley Ranch Metropolitan District No. 1, Douglas County, Colorado.

“District Representative” means the District President or the person or persons at the time designated to act
on behalf of the District by the Bond Resolution or as designated by written certificate furnished to the 2018A
Trustee containing the specimen signatures of such person or persons and signed on behalf of the District by its

President and attested by its Secretary, and any aternate or alternates designated as such therein.

“Districts’ means the District and District No. 1.



“DTC” means The Depository Trust Company, a limited purpose trust company organized under the laws
of the State of New Y ork, and its successors and assigns. References in the 2018A Senior Indenture to DTC shall
include any nominee of DTC in whose name any 2018A Senior Bonds are then registered.

“Elections” means the elections held within the District on November 5, 2002, November 7, 2006, and
November 4, 2014.

“Event of Default” means any one or more of the events set forth in the 2018A Senior Indenture.

“Excluded Fees’ means any fee imposed by the District solely for the purpose of funding operation and
mai ntenance expenses.

“Facilities” means public facilities the debt for which was approved at the Elections, including, without
limitation, necessary or appropriate equipment.

“Facility Fees’ means those fees imposed and collected by the District pursuant to the Facility Fees
Resolution.

“Facility Fees Resolution” means the Resolution Concerning the Imposition of District Facility Fees
recorded in the real property records of the County on May 30, 2018 at Reception No. 2018032258.

“Federal Securities” means direct obligations of (including obligations issued or held in book entry form
on the books of), or obligations the principal of and interest on which are unconditionally guaranteed by, the United
States of America.

“Final Assessed Valuation” means the final certified assessed valuation of all taxable property of the
Disdtrict, as calculated and recorded by the County Assessor on or about December 10 of each year, or on such other
date as may be established by law for the annual final certification of assessed valuation.

“Fire IGA” means the Intergovernmental Agreement, dated as of February 2, 2007, by and among the
Town and the District and District No. 1.

“Fire IGA Mill Levy” means the mill levy required to be imposed by the District in accordance with the
Fire IGA and the Service Plan.

“Fiscal Year” meansthe 12-month period ending December 31 of each calendar year.

“GAAP” means generally accepted accounting principles for governmental units as prescribed by the
Governmental Accounting Standards Board (* GASB”).

“Interest Payment Date” or “2018A Interest Payment Date” means June 1 and December 1 of each year,
commencing December 1, 2018 and continuing for so long as the Bonds are Outstanding.

“Letter of Representations” means the Blanket District Letter of Representations from the District to DTC
to induce DTC to accept the 2018A Senior Bonds as eligible for deposit at DTC.

“Maximum Surplus Amount” means an amount equal to $6,389,000.

“Qutstanding” or “ Outstanding Bonds’ means, as of any particular time, al 2018A Senior Bonds which
have been duly authenticated and delivered by the Trustee under the 2018A Senior Indenture, except:

@ 2018A Senior Bonds theretofore cancelled by the 2018A Trustee or delivered to the
2018A Trustee for cancellation because of payment at maturity or prior redemption;
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(b) 2018A Senior Bonds for the payment or redemption of which moneys or Federal
Securities in an amount sufficient (as determined pursuant to the 2018A Senior Indenture) shall have been
theretofore deposited with the 2018A Trustee, or 2018A Senior Bonds for the payment or redemption of
which moneys or Federal Securities in an amount sufficient (as determined pursuant to the 2018A Senior
Indenture) shall have been placed in escrow and in trust; and

(c) 2018A Senior Bonds in lieu of which other 2018A Senior Bonds have been authenticated
and delivered pursuant to the 2018A Senior Indenture.

“Owner(s)” or Owner(s) of Bonds” or “2018A Owner(s)” means the registered owner(s) of any 2018A
Senior Bond(s) as shown on the registration books maintained by the 2018A Trustee, including the Depository for
the 2018A Senior Bonds, if any, or its nominee.

“Parity Bonds’ or “Senior Parity Bonds’ means any bonds, notes, debentures, or other multiple fiscal year
financial obligations having a lien upon the Senior Pledged Revenue or any part thereof on parity with the lien
thereon of the 2018A Senior Bonds, and any other obligation secured by alien on any ad valorem property taxes of
the District and designated by the District, in the resolutions, indentures, or other documents pursuant to which such
obligations are issued, as congtituting a Senior Parity Bond under the 2018A Senior Indenture, provided that such
obligations are required to be issued in accordance with the provisions thereof. Any Senior Parity Bonds hereafter
issued may be issued pursuant to such resolutions, indentures, or other documents as may be determined by the
District, and shall be designated in such resolutions, indentures or other documents as constituting Senior Parity
Bonds under the 2018A Senior Indenture. (For the avoidance of doubt, the obligations of the District under the Fire
IGA do not constitute Senior Parity Bonds under the 2018A Senior Indenture.)

“Participants’ means any broker-dealer, bank, or other financia institution from time to time for which
DTC or another Depository holds the 2018A Senior Bonds.

“Permitted Investments’ means any investment or deposit the District is permitted to make under then
applicable law.

“Prior Developer” means Canyons South LLC.

“Project” means the acquisition, construction, and installation of the Facilities.

“Project Costs” means the District’s costs properly attributable to the Project or any part thereof, including
reimbursement or payment of such costs in accordance with the Reimbursement Agreement, including without
limitation:

@ the costs of labor and materials, of machinery, furnishings, and equipment, and of the
restoration of property damaged or destroyed in connection with construction work;

(b) the costs of insurance premiums, indemnity and fidelity bonds, financing charges, bank
fees, taxes, or other municipal or governmental charges lawfully levied or assessed;

(© administrative and general overhead costs;
(d) the costs of surveys, appraisals, plans, designs, specifications, and estimates;

(e the costs, fees, and expenses of printers, engineers, architects, construction management,
financial consultants, accountants, legal advisors, or other agents or employees;

()] the costs of publishing, reproducing, posting, mailing, or recording documents,

(9) the costs of contingencies or reserves,



(h) the costs of issuing the 2018A Senior Bonds;

0] the costs of amending the 2018A Senior Indenture, the 2018B Subordinate | ndenture, the
Bond Resolution, or any other instrument relating to the 2018A Senior Bonds, the 2018B Subordinate
Bonds, or the Project;

()] the costs of repaying any short-term financing, construction loans, and other temporary
loans, and of the incidental expensesincurred in connection with such loans;

(K) the costs of acquiring any property, rights, easements, licenses, privileges, agreements,
and franchises;
() the costs of demolition, removal, and relocation;

(m) the costs of organizing the Didtrict, to the extent deemed capital expenditures under
GAAP; and

(n) all other lawful costs as determined by the Board.

“Record Date” means the 15th day of the calendar month next preceding each 2018A Interest Payment
Date.

“Reimbursement Agreement” means the Facilities Funding and Acquisition Agreement dated
February 2, 2007, by and between the Prior Developer and District No. 1, which has been assigned to HT Canyons
South Development LP, a Delaware limited partnership, pursuant to an assignment dated as of May 11, 2018.

“Senior Bond Fund” means the “Crowfoot Valey Ranch Metropolitan District No. 2 Limited Tax General
Obligation Bonds, Series 2018A, Senior Bond Fund,” established by the 2018A Senior Indenture for the purpose of
paying the principal of, premium if any, and interest on the 2018A Senior Bonds.

“Senior Costs of Issuance Fund” means the “Crowfoot Valley Ranch Metropolitan District No. 2 Limited
Tax General Obligation Bonds, Series 2018A, Costs of Issuance Fund,” established by the 2018A Senior Indenture.

“Senior Debt” means, for any particular calculation date, the aggregate outstanding principal amount (or, if
issued as capital appreciation bonds, the then accreted value), as of such calculation date, of the 2018A Senior
Bonds and any Senior Parity Bonds.

“Senior Debt to Assessed Ratio” means, as of any date of calculation, the ratio derived by dividing the then-
outstanding principal amount of the Senior Debt outstanding by the most recent Final Assessed Valuation of the
District, which ratio calculation shall be set forth in a written certificate of the District Representative provided to
the 2018A Trustee.

“Senior Parity Bonds Maximum Surplus Amount” means, with respect to any particular series of Senior
Parity Bonds, an amount equal to 20% of the original par amount of such Senior Parity Bonds.

“Senior Pledged Revenue” means the following, net of any costs of collection (to the extent not previousy
deducted by definition):

@ all Senior Property Tax Revenues,
(b) all Senior Specific Ownership Tax Revenues,

(© all Capital Fees; and



(d) any other legaly available moneys which the District determines, in its absolute
discretion, to credit to the Senior Bond Fund.

“Senior Project Fund” means the “Crowfoot Valley Ranch Metropolitan District No. 2 Limited Tax
General Obligation Bonds, Series 2018A, Senior Project Fund,” established by the provisions of the 2018A Senior
Indenture for the purpose of paying the Project Costs.

“Senior Property Tax Revenues’ means all moneys derived from imposition by the District of the Senior
Required Mill Levy. Senior Property Tax Revenues are net of the costs of collection and any tax refunds or
abatements authorized by or on behalf of the County. (For the avoidance of doubt, Senior Property Tax Revenues
do not include specific ownership tax revenues.)

“Senior Required Mill Levy” means:

@ subject to paragraph (b) below, an ad valorem mill levy (a mill being equal to 1/10 of 1
cent) imposed upon al taxable property of the District each year in an amount which, if imposed by the
District for collection in the succeeding calendar year, would generate Senior Property Tax Revenues
sufficient to pay the principa of, premium if any, and interest on the 2018A Senior Bonds as the same
become due and payable (less any amount thereof for which amounts are then on deposit in the Senior Bond
Fund and, solely to the extent provided in the 2018A Senior Indenture regarding the 2018A Surplus Fund),
but not in excess of 50 mills; provided, however, that:

(i) for so long as the amount on deposit in 2018A Surplus Fund is less than the Maximum
Surplus Amount, the Senior Required Mill Levy shall be equal to 50 mills (subject to adjustment
as described in clause (ii) hereof), or such lesser amount which, if imposed by the District for
collection in the succeeding calendar year, would generate Senior Property Tax Revenues
(A) sufficient to pay the principal of, premium if any, and interest on the 2018A Senior Bonds as
the same become due and payable and to fully fund the 2018A Surplus Fund to the Maximum
Surplus Amount, or (B) which, when combined with moneys then on deposit in the Senior Bond
Fund and the 2018A Surplus Fund, will pay the 2018A Senior Bondsin full in the year such levy is
collected; and

(ii) in the event that the method of calculating assessed valuation is changed after
December 16, 2008, the minimum mill levy of 50 mills and the maximum mill levy of 50 mills
provided in the 2018A Senior Indenture will be increased or decreased to reflect such changes,
such increases or decreases to be determined by the Board in good faith (such determination to be
binding and final) so that to the extent possible, the actual tax revenues generated by the mill levy,
as adjusted, are neither diminished nor enhanced as a result of such changes. For purposes of the
foregoing, a change in the ratio of actual valuation to assessed valuation shall be deemed to be a
change in the method of calculating assessed valuation; and

(b) notwithstanding anything in the 2018A Senior Indenture to the contrary, in no event may
the Senior Required Mill Levy be established at a mill levy which would cause the District to derive tax
revenue in any year in excess of the maximum tax increases permitted by the District's electora
authorization, and if the Senior Required Mill Levy as calculated pursuant to the foregoing would cause the
amount of taxes collected in any year to exceed the maximum tax increase permitted by the District's
electoral authorization, the Senior Required Mill Levy shall be reduced to the point that such maximum tax
increase is not exceeded.

“Senior Specific Ownership Tax Revenues’ means the specific ownership taxes remitted to the District
pursuant to Section 42-3-107, C.R.S., or any successor statute, as a result of imposition by the District of the Senior
Required Mill Levy in accordance with the provisions of the 2018A Senior Indenture.

“Service Plan” means the Amended and Restated Consolidated Service Plan for the District and District
No. 1 approved by the Board of County Commissioners of the County of Douglas, Colorado on December 16, 2008.
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“Special Record Date” means the record date for determining Bond ownership for purposes of paying
defaulted interest, as such date may be determined pursuant to the 2018A Senior Indenture.

“Sate” means the State of Colorado.

“Subordinate Bonds’" means the 2018B Subordinate Bonds, and any bonds, notes, debentures, or other
multiple fiscal year financial obligations having a lien upon the Senior Pledged Revenue or any part thereof junior
and subordinate to the lien thereon of the 2018A Senior Bonds, and any other obligation secured by alien on any ad
valorem property taxes of the District and designated by the District, in the resolutions, indentures, or other
documents pursuant to which such obligations are issued, as constituting a Subordinate Bond under the 2018A
Senior Indenture, provided that such obligations are required to be issued in accordance with the provisions thereof.
Any Subordinate Bonds issued in the future may be issued pursuant to such resolutions, indentures, or other
documents as may be determined by the District.

“Supplemental Act” means the “ Supplemental Public Securities Act,” being Title 11, Article 57, Part 2,
C.R.S,, asamended.

“Tax Certificate” means the certificate to be signed by the District relating to the reguirements of
Sections 103 and 141-150 of the Code, and any amendment or modification of any such certificate, instrument or
instructions that is accompanied by an opinion of Bond Counsel stating that the amendment or modification will not
adversely affect the exclusion of interest on the 2018A Senior Bonds from gross income for federal income tax
purposes.

“Town” means the Town of Castle Rock, Colorado.

“Trust Estate” means the moneys, securities, revenues, receipts, and funds transferred, pledged, and
assigned to the 2018A Trustee pursuant to the Granting Clauses of the 2018A Senior Indenture.

“Underwriter” means D.A. Davidson & Company, of Denver, Colorado, the original purchaser of the
2018A Senior Bonds.

“2018A Senior Indenture” means the Indenture of Trust (Senior) as originally executed or as it may from
time to time be supplemented or amended by one or more indentures supplemental thereto entered into pursuant to
the applicable provisions thereof.

“2018B Subordinate Bonds’ means the District’s Subordinate Limited Tax General Obligation Bonds,
Series 2018B, issued in the aggregate principal amount of $3,260,000.

“2018B Subordinate Indenture” means the Indenture of Trust (Subordinate) dated as of June 1, 2018, by
and between the District and UMB Bank, n.a., as trustee, authorizing the issuance of the 2018B Subordinate Bonds.

“2018A Surplus Fund’ means the “Crowfoot Valley Ranch Metropolitan District No. 2 Limited Tax
General Obligation Bonds, Series 2018A, Surplus Fund,” established by the provisions of the 2018A Senior
Indenture for the purposes set forth therein.

“2018A Trustee” means UMB Bank, n.a., in Denver, Colorado, in its capacity as trustee under the 2018A
Senior Indenture, or any successor Trustee, appointed, qualified, and acting as trustee, paying agent, and bond
registrar under the provisions thereof.

Additional Covenantsand Agreements

The Digtrict hereby further irrevocably covenants and agrees with each and every 2018A Owner that so
long as any of the 2018A Senior Bonds remain Outstanding:



@ The District will maintain its existence and shall not merge or otherwise adter its
corporate structure in any manner or to any extent as might reduce the security provided for the payment of
the 2018A Senior Bonds, and will continue to operate and manage the District and its facilities in an
efficient and economical manner in accordance with all applicable laws, rules, and regulations.

(b) At least once a year the District will cause an audit to be performed of the records
relating to its revenues and expenditures, and the District shall use its best commercially reasonable efforts
to have such audit report completed no later than September 30 of each calendar year. The foregoing
covenant shall apply notwithstanding any State law audit exemptions that may exist. In addition, at least
once a year in the time and manner provided by law, the District will cause a budget to be prepared and
adopted. Copies of the budget and the audit will be filed and recorded in the places, time, and manner
provided by law.

(© The District will carry general liability, public officials liability, and such other forms of
insurance coverage on insurable District property upon the terms and conditions as in the judgment of the
District would ordinarily be carried by entities having similar properties of equal value, such insurance
being in such amounts as will protect the District and its operations.

(d) Each District official or other person having custody of any District funds or responsible
for the handling of such funds, shall be bonded or insured against theft or defalcation at all times.

(e In the event any ad valorem taxes are not paid when due, the District shall diligently
cooperate with the appropriate county treasurer to enforce the lien of such unpaid taxes against the property
for which the taxes are owed.

()] In the event the Senior Pledged Revenue is insufficient or is anticipated to be insufficient
to pay the principal of, premium if any, and interest on the 2018A Senior Bonds when due, the District
shall use its best efforts to refinance, refund, or otherwise restructure the 2018A Senior Bonds so as to
avoid such payment shortfall.

(9) In the event that any amount of the Senior Pledged Revenue is released to the District as
described in THIRD of the “Flow of Funds’ (See “SECURITY FOR THE 2018A SENIOR BONDS —
Flow of Funds’ in the Limited Offering Memorandum), the District will, in making its determination as to
which obligations will be paid with such amounts, take into account that State law places certain
restrictions upon the use of any moneys representing ad val orem property tax revenue.

(h) In the event that an exemption from registration for the 2018A Senior Bonds under the
Colorado Municipal Bond Supervision Act (including any rules or orders promulgated thereunder)
becomes available that permits the issuance or reissuance of the 2018A Senior Bonds in denominations of
$1,000 or integral multiples thereof, and if requested in writing by the Consent Parties with respect to not
less than a majority in aggregate principal amount of the 2018A Senior Bonds, the District shall, at the
expense of the Consent Parties so requesting, use its good faith efforts to obtain such an exemption, amend
the 2018A Senior Indenture as may be required in connection therewith, and issue or reissue the 2018A
Senior Bonds in denominations of $1,000 or integral multiples thereof.

() Subject to the 2018A Owners of a majority in aggregate principal amount of the 2018A
Senior Bonds assuming control of the enforcement of remedies upon default, the District will enforce the
collection of all Capital Fees in such time and manner as the District reasonably determines will be most
efficacious in collecting the same, including without limitation the bringing of an action to foreclose any
statutory or contractual lien which may exist in connection therewith The District will not reduce the
amount of the Facility Fees, or amend or supplement the Facility Fees Resolution in any way which would
materially adversely affect the amount or timing of Facility Fees to be collected, without the prior written
consent of the Consent Parties with respect to not less than a mgjority in aggregate principal amount of the
2018A Senior Bonds then Outstanding; provided that nothing in the 2018A Senior Indenture shall prevent
the District from increasing the amount of the Facility Fees.
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Tax Matters

@ The Disgtrict shall at al times do and perform all acts and things necessary or desirable in order to
assure that interest paid on the 2018A Senior Bonds shall, for the purposes of federal income taxation, be excludable
from the grossincome of the recipients thereof and exempt from such taxation.

(b) The District shall not use or permit the use of any proceeds of 2018A Senior Bonds or any funds
of the District, directly or indirectly, to acquire any securities or obligations, and shall not take or permit to be taken
any other action or actions, which would cause any 2018A Senior Bonds to be “arbitrage bonds’ within the meaning
of Section 148 of the Code or “federally guaranteed” within the meaning of Section 149(b) of the Code and any such
applicable requirements promulgated from time to time thereunder and under Section 103(b) of the Code, and the
Digtrict shall observe and not violate the requirements of Section 148 of the Code and any such applicable
regulations. The District shall comply with all requirements of Sections 148 and 149(d) of the Code to the extent
applicable to the 2018A Senior Bonds. In the event that at any time the District is of the opinion that for purposes of
this paragraph it is necessary to restrict or to limit the yield on the investment of any moneys held by the 2018A
Trustee or held by the District under the 2018A Senior Indenture, the District shall so restrict or limit the yield on
such investment or shall so instruct the 2018A Trustee in a detailed certificate, and the 2018A Trustee shall take
such action as may be necessary in accordance with such instructions.

(© The District specifically covenants in the 2018A Senior Indenture to comply with the provisions
and procedures of the Tax Certificate.

(d) The covenants described in this section shall continue in effect until all 2018A Senior Bonds are
fully paid, satisfied, and discharged.

Dischar ge of the Lien of the 2018A Senior Indenture

@ If the District shall pay or cause to be paid to the 2018A Trustee, for the 2018A Owners, the
principal of and interest to become due thereon at the times and in the manner stipulated in the 2018A Senior
Indenture, and if the District shall keep, perform, and observe all and singular the covenants and promises in the
2018A Senior Bonds and in the 2018A Senior Indenture expressed to be kept, performed, and observed by it or on
its part, and if all fees and expenses of the 2018A Trustee required by the 2018A Senior Indenture to be paid shall
have been paid, then these presents and the estate and rights thereby granted shall cease, terminate, and be void, and
thereupon the 2018A Trustee shall cancel and discharge the lien of the 2018A Senior Indenture, and execute and
deliver to the District such instruments in writing as shall be required to satisfy the lien thereof, and assign and
deliver to the District any property at the time subject to the lien of the 2018A Senior Indenture which may then be
in its possession, and deliver any amounts required to be paid to the District under the 2018A Senior Indenture,
except for moneys and Federal Securities held by the 2018A Trustee for the payment of the principal of, premium if
any, and interest on the 2018A Senior Bonds.

(b) Any 2018A Senior Bond shall, prior to the maturity or prior redemption thereof, be deemed to
have been paid within the meaning and with the effect expressed in the 2018A Senior Indenture if, for the purpose of
paying such 2018A Senior Bond (i) there shall have been deposited with the 2018A Trustee an amount sufficient,
without investment, to pay the principal of, premium if any, and interest on such 2018A Senior Bond as the same
becomes due at maturity or upon one or more designated prior redemption dates, or (ii) there shall have been placed
in escrow and in trust with a commercial bank exercising trust powers, an amount sufficient (including the known
minimum yield from Federal Securities in which such amount may be invested) to pay the principal of, premium if
any, and interest on such 2018A Senior Bond, as the same becomes due at maturity or upon one or more designated
prior redemption dates. The Federal Securitiesin any such escrow shall not be subject to redemption or prepayment
at the option of the issuer, and shall become due at or prior to the respective times on which the proceeds thereof
shall be needed, in accordance with a schedule established and agreed upon between the District and such bank at
the time of the creation of the escrow, or the Federal Securities shall be subject to redemption at the option of the
holders thereof to assure such availability as so needed to meet such schedule. The sufficiency of any such escrow
funded with Federal Securities shall be determined by a Certified Public Accountant.
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(© Neither the Federal Securities, nor moneys deposited with the 2018A Trustee or placed in escrow
and in trust pursuant to the 2018A Senior Indenture, nor principal or interest payments on any such Federal
Securities shall be withdrawn or used for any purpose other than, and shall be held in trust for, the payment of the
principal of and interest on the 2018A Senior Bonds; provided however, that any cash received from such principal
or interest payments on such Federal Securities, if not then needed for such purpose, shall, to the extent practicable,
be reinvested subject to the provisions of the 2018A Senior Indenture in Federal Securities maturing at the times and
in amounts sufficient to pay, when due, the principal of and interest on the 2018A Senior Bonds.

(d) Prior to the investment or reinvestment of such moneys or such Federal Securities as provided in
the 2018A Senior Indenture, the 2018A Trustee shall receive and may rely upon: (i) an opinion of Bond Counsel
experienced in matters arising under Section 103 of the Code and acceptable to the 2018A Trustee, that the
investment or reinvestment of such moneys or such Federal Securities complies with the 2018A Senior Indenture;
and (ii) areport of a Certified Public Accountant that the moneys or Federal Securities will be sufficient to provide
for the payment of the principal of and interest on the 2018A Senior Bonds when due.

(e The release of the obligations of the District under the 2018A Senior Indenture shall be without
prejudice to the rights of the 2018A Trustee to be paid reasonable compensation by the District for al services
rendered by it thereunder and all its reasonable expenses, charges, and other disbursements incurred in the
administration of the trust created under the 2018A Senior Indenture, the exercise of its powers, and the performance
of its duties thereunder.

Supplemental Indentures Not Requiring Consent

Subject to the provisions of the 2018A Senior Indenture, the District and the 2018A Trustee may, without
the consent of or notice to the Consent Parties, enter into such indentures supplemental thereto, which supplemental
indentures shall thereafter form a part of the 2018A Senior Indenture, for any one or more of the following purposes:

€) To cure any ambiguity, to cure, correct, or supplement any formal defect or omission or
inconsistent provision contained in the 2018A Senior Indenture, to make any provision necessary or desirable due to
a change in law, to make any provisions with respect to matters arising under the 2018A Senior Indenture, or to
make any provisions for any other purpose if such provisions are necessary or desirable and do not in the opinion of
Bond Counsel materially adversely affect the interests of the 2018A Owners of the 2018A Senior Bonds;

(b) To subject to the 2018A Senior Indenture additional revenues, properties, or collateral;

(© To grant or confer upon the 2018a Trustee for the benefit of the 2018A Owners any additional
rights, remedies, powers, or authority that may lawfully be granted to or conferred upon the 2018A Owners or the
2018A Trustee; and

(d) To qualify the 2018A Senior Indenture under the Trust Indenture Act of 1939.
Supplemental I ndentures Requiring Consent

@ Except for supplemental indentures delivered as described in the foregoing section, and subject to
the provisions of the 2018A Senior Indenture, the Consent Parties with respect to not less than a majority (or for
modifications of provisions of the 2018A Senior Indenture which require the consent of a percentage of 2018A
Owners or Consent Parties higher than a majority, such higher percentage) in aggregate principal amount of the
2018A Senior Bonds then Outstanding shall have the right, from time to time, to consent to and approve the
execution by the District and the 2018A Trustee of such indenture or indentures supplemental to the 2018A Senior
Indenture as shall be deemed necessary or desirable by the District for the purpose of modifying, altering, amending,
adding to, or rescinding, in any particular, any of the terms or provisions contained in the 2018A Senior Indenture;
provided however, that without the consent of the Consent Parties with respect to all the Outstanding 2018A Senior
Bonds affected thereby, nothing contained in the 2018A Senior Indenture shall permit, or be construed as
permitting:
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0] a change in the terms of the maturity of any Outstanding 2018A Senior Bond, in the
principal amount of any Outstanding 2018A Senior Bond, in the optional or mandatory redemption
provisions applicable thereto, or the rate of interest thereon;

(i) an impairment of the right of the 2018A Owners to institute suit for the enforcement of
any payment of the principal of or interest on the 2018A Senior Bonds when due;

(iii) aprivilege or priority of any 2018A Senior Bond or any interest payment over any other
2018A Senior Bond or interest payment; or

(iv) a reduction in the percentage in principal amount of the Outstanding 2018A Senior
Bonds, the consent of whose 2018A Owners or Consent Parties is required for any such supplemental
indenture.

(b) Upon the execution of any supplemental indenture pursuant to the provisions of the 2018A Senior
Indenture, the 2018A Senior Indenture shall be deemed to be modified and amended in accordance therewith, and
the respective rights, duties, and obligations under the 2018A Senior Indenture of the District, the 2018A Trustee,
and all 2018A Owners of 2018A Senior Bonds then Outstanding shall thereafter be determined, exercised, and
enforced thereunder, subject in all respects to such modifications and amendments.

(© If a any time the District shall request the 2018A Trustee to enter into such supplemental
indenture for any of the purposes of the 2018A Senior Indenture, the 2018A Trustee shall, upon being satisfactorily
indemnified with respect to fees and expenses, cause notice of the proposed execution of such supplemental
indenture to be given by mailing such notice by certified or registered first class mail to each 2018A Owner to the
address shown on the registration books of the 2018A Trustee or by electronic means to DTC or its successors, at
least 30 days prior to the proposed date of execution and delivery of any such supplemental indenture. Such notice
shall briefly set forth the nature of the proposed supplemental indenture and shall state that copies thereof are on file
at the principal corporate trust office of the 2018A Trustee for inspection by all 2018A Owners. If, within 60 days
or such longer period as shall be prescribed by the District following the giving of such notice, the Consent Parties
with respect to not less than the required percentage in aggregate principa amount of the 2018A Senior Bonds then
Outstanding at the time of the execution of any such supplemental indenture shall have consented to and approved
the execution thereof as provided in the 2018A Senior Indenture, the District may execute and deliver such
supplemental indenture and no 2018A Owner shall have any right to object to any of the terms and provisions
contained therein, or the operation thereof, or in any manner to question the propriety of the execution thereof, or to
enjoin or restrain the 2018A Trustee or the District from executing the same or from taking any action pursuant to
the provisions thereof.
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APPENDIX F

SUMMARY OF CERTAIN PROVISIONS OF THE 2018B SUBORDINATE
INDENTURE

The following definitions and the description of the 2018B Subordinate Indenture
in this Appendix and in the body of this Limited Offering Memorandum under the captions
“INTRODUCTION,” “THE 2018B SUBORDINATE BONDS’ and “SECURITY FOR THE
2018B SUBORDINATE BONDS’ arein substantially final form and are qualified in al respects
by reference to the 2018B Subordinate Indenture. Copies of the 2018B Subordinate Indenture
may be obtained from the District and the Underwriter as provided under the caption
“INTRODUCTION — Additional Information” in the body of this Limited Offering
Memorandum.

Although a single Limited Offering Memorandum is being used in connection with
the offer and sale of the 2018A Senior Bonds and 2018B Subordinate Bonds, the 2018A Senior
Bonds are secured solely by the 2018A Senior Indenture and the 2018B Subordinate Bonds are
secured solely by the 2018B Subordinate Indenture. Further, each series of Bonds is secured by
its own set of revenue available to the District; the 2018A Senior Bonds are secured solely by the
Senior Pledged Revenue, and the 2018B Subordinate Bonds are secured solely by the
Subordinate Pledged Revenue. Accordingly, the use of a single Limited Offering Memorandum
does not imply that 2018A Owners and 2018B Owners are secured by the same revenue sources,
funds or covenants. 2018A Owners and 2018B Owners are afforded different rights under the
2018A Senior Indenture and the 2018B Subordinate Indenture, respectively.

DEFINITIONS
“Act” meansthe Special District Act, Title 32, Article1, C.R.S.

“Additional Obligations’” means (&) al obligations of the District for borrowed money and reimbursement
obligations, (b) all obligations of the District payable from or constituting a lien or encumbrance upon ad valorem
tax revenues of the District or any part of the Subordinate Pledged Revenue, (c) al obligations of the District
evidenced by bonds, debentures, notes, or other similar instruments, including without limitation any Subordinate
Parity Bonds and Senior Obligations and Junior Lien Obligations, (d) al obligations of the District to pay the
deferred purchase price of property or services, (€) all obligations of the District as lessee under capital |eases (as
determined in accordance with GAAP), and (f) all obligations of others guaranteed by the District; provided that
notwithstanding the foregoing, the term “ Additional Obligations’ does not include:

() obligations issued solely for the purpose of paying operations and maintenance
costs of the District, the repayment of which is contingent upon the District’s annual determination
to appropriate moneys therefor, other than capital leases as described in (€) above, so long as (A)
no amounts due or to become due on such obligations are payable from the District’s debt service
mill levy, and (B) no amounts due or to become due on such obligations are payable from a
District operations and maintenance mill levy in excess of that permitted by the Service Plan (after
taking into account the Subordinate Required Mill Levy required under the 2018B Subordinate
Indenture and the Senior Obligation Mill Levy, in the event that the Service Plan then establishes a
combined limit for debt service and operation and maintenance mill levies);



(i) obligations issued for any purpose, the repayment of which is contingent upon
the District’s annual determination to appropriate moneys therefor, other than capital leases as set
forth in (e) above, so long as (A) such obligations are payable only to the extent the District has
excess moneys on hand, (B) such obligations are payable in any Fiscal Year only after the last
scheduled payment of principal or interest on the 2018B Subordinate Bonds in such Fiscal Y ear,
and (C) the District makes no promise to impose any tax, fee, or other governmental charge for the
payment of such obligations;

(i) obligations which are payable solely from the proceeds of Additional
Obligations, when and if issued;

(iv) obligations payable solely from periodic, recurring service charges imposed by
the District for the use of any District facility or service, which obligations do not constitute a debt
or indebtedness of the District or an obligation required to be approved at an election under State
law;

(V) obligations to reimburse any person in respect of surety bonds, financial
guaranties, letters of credit, or similar credit enhancements so long as (A) such surety bonds,
financial guaranties, letters of credit, or similar credit enhancements guarantee payment of
principal or interest on any Subordinate Parity Bonds or Senior Obligations or Junior Lien
Obligations, (B) the reimbursement obligation does not arise unless payment of an equivalent
amount (or more) of principal on the Subordinate Parity Bonds, Senior Obligations or Junior Lien
Obligations has been made, and (C) such reimbursement obligations are payable from the same or
fewer revenue sources, with the same or a subordinate lien priority as the Subordinate Parity
Bonds or Senior Obligations or Junior Lien Obligations supported by the surety bonds, financial
guaranties, letters of credit, or similar credit enhancements; and

(vi) any operating leases, payroll obligations, accounts payable, or taxes incurred or
payablein the ordinary course of business of the District.

“Authorized Denominations’ means, initially, the amount of $500,000 or any integral multiple of $1,000 in
excess thereof, provided that:

€) no individual 2018B Subordinate Bond may be in an amount which exceeds the principal amount
coming due on any maturity date;

(b) in the event a 2018B Subordinate Bond is partialy redeemed and the unredeemed portion is less
than $500,000, such unredeemed portion of such 2018B Subordinate Bond may be issued in the largest possible
denomination of less than $500,000, in integral multiples of not less than $1,000 each or any integral multiple
thereof; and

(© the Authorized Denominations shall be reduced to $1,000 or any integral multiple thereof in the
event that the 2018B Trustee receives an opinion of Counsel that the District has filed a notice of a claim of
exemption, along with all other required documents necessary to exempt the 2018B Subordinate Bonds under any of
the exemptions from registration contemplated by Section 11-59-110, C.R.S. and any rule or order promulgated
thereunder, or any successor statute (and any rule or order promulgated under such successor statute), or has taken
other actions which permit the 2018B Subordinate Bonds to be issued in denominations of $1,000 or integral
multiples thereof under the Colorado Municipal Bond Supervision Act, or any successor statute.

“Beneficial Owner” means any person for which a Participant acquires an interest in the 2018B Subordinate
Bonds.

“Board” means the Board of Directors of the District.
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“Bond Counsel” means any firm of nationally recognized municipal bond attorneys selected by the District
and experienced in the issuance of municipal bonds and the exclusion of the interest thereon from gross income for
federal income tax purposes.

“Bond Resolution” means the resolution authorizing the issuance of the 2018B Subordinate Bonds and the
execution of the 2018B Subordinate Indenture, certified by the Secretary of the District to have been duly adopted
by the District and to be in full force and effect on the date of such certification, including any amendments or
supplements made thereto.

“Bond Year” or “2018B Bond Year” means the period from December 16 of any calendar year to
December 15 of the following calendar year.

Bonds’ or “2018B Subordinate Bonds’ means the Subordinate Limited Tax General Obligation Bonds,
Series 2018B, in the aggregate principal amount of $3,260,000 dated as of the date of issuance, and issued by the
District pursuant to the 2018B Subordinate | ndenture and the Bond Resol ution.

“Business Day’ means a day on which the 2018B Trustee, or banks or trust companies in Denver,
Colorado, or in New York, New Y ork, are not authorized or required to remain closed and on which the New Y ork
Stock Exchange is not closed.

“Capital Fees’ all fees, rates, tolls, penalties, and charges of a capital nature (excluding periodic, recurring
service charges) now or hereafter imposed by the District or any District-owned “enterprise” under Article X,
Section 20 of the State Constitution, for services, programs, or facilities furnished by the District, including the
Facility Fees, and including the revenue derived from any action to enforce the collection of Capital Fees, and the
revenue derived from the sale or other disposition of property acquired by the District from any action to enforce the
collection of Capital Fees. Notwithstanding any of the foregoing, Capital Fees does not include the Excluded Fees.

“Cede” means Cede & Co., the nominee of DTC as record owner of the 2018B Subordinate Bonds, or any
successor nominee of DTC with respect to the 2018B Subordinate Bonds.

“Certified Public Accountant” means a certified public accountant within the meaning of Section 12-2-115,
C.R.S,, and any amendment thereto, licensed to practicein the State.

“Code’” means the Internal Revenue Code of 1986, as amended and in effect as of the date of issuance of
the 2018B Subordinate Bonds.

“Colorado Governmental Immunity Act” means Title 24, Article 10, Part 1, C.R.S.
“Colorado Municipal Bond Supervision Act” means Title 11, Article 59, C.R.S.

“Consent Party” means the 2018B Owner of a 2018B Subordinate Bond or, if such 2018B Subordinate
Bond is held in the name of Cede, the Participant (as determined by a list provided by DTC) with respect to such
2018B Subordinate Bond, or if so designated in writing by a Participant, the Beneficial Owner of such 2018B
Subordinate Bonds.

“Counsel” means a person, or firm of which such a person is a member, authorized in any state to practice
law.

“County” means Douglas County, Colorado.

“C.R.S” means the Colorado Revised Statutes, as amended and supplemented as of the date hereof.



“Depository” means any securities depository that the District may provide and appoint, in accordance with
the guidelines of the Securities and Exchange Commission, which shall act as securities depository for the 2018B
Subordinate Bonds.

“Digtrict” means Crowfoot Valley Ranch Metropolitan District No. 2, Douglas County, Colorado.
“District No. 1" means Crowfoot Valley Ranch Metropolitan District No. 1, Douglas County, Colorado.

“District Representative” means the District President or the person or persons at the time designated to act
on behalf of the District by the Bond Resolution or as designated by written certificate furnished to the 2018B
Trustee containing the specimen signatures of such person or persons and signed on behalf of the District by its
President and attested by its Secretary, and any aternate or alternates designated as such therein.

“Districts” means the District and District No. 1.

“DTC" means The Depository Trust Company, a limited purpose trust company organized under the laws
of the State of New York, and its successors and assigns. References in the 2018B Subordinate Indenture to DTC
shall include any nominee of DTC in whose name any 2018B Subordinate Bonds are then registered.

“Elections” means the elections held within the District on November 5, 2002, November 7, 2006, and
November 4, 2014.

“Event of Default” means any one or more of the events set forth in the 2018B Subordinate Indenture.

“Excluded Fees’ means any fee imposed by the District solely for the purpose of funding operation and
mai ntenance expenses.

“Facilities” means public facilities the debt for which was approved at the Elections, including, without
limitation, necessary or appropriate equipment.

“Facility Fees’ means those fees imposed and collected by the District pursuant to the Facility Fees
Resolution.

“Facility Fees Resolution” means the Resolution Concerning the Imposition of District Facility Fees
recorded in the real property records of the County on May 30, 2018 at Reception No. 2018032258.

“Federal Securities’ means direct obligations of (including obligations issued or held in book-entry form
on the books of), or obligations the principal of and interest on which are unconditionally guaranteed by, the United
States of America.

“Fire IGA” means the Intergovernmental Agreement, dated as of February 2, 2007, by and among the
Town and the District and District No. 1.

“Fire IGA Mill Levy” means the mill levy required to be imposed by the District in accordance with the
Fire IGA and the Service Plan.

“Fiscal Year” means the 12-month period ending December 31 of each calendar year.

“GAAP” means generally accepted accounting principles for governmental units as prescribed by the
Governmental Accounting Standards Board (* GASB”).

“Interest Payment Date” or “2018B Interest Payment Date” means December 15 of each year, commencing
December 15, 2018 and continuing for so long as the 2018B Subordinate Bonds are Outstanding.
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“Junior Lien Obligations’ means bonds, notes, debentures, or other multiple fiscal year financia
obligations having a lien upon the Subordinate Pledged Revenue or any part thereof junior and subordinate to the
lien thereon of the 2018B Subordinate Bonds, and any other obligation secured by alien on any ad valorem property
taxes of the District and designated by the District, in the resolutions, indentures, or other documents pursuant to
which such obligations are issued, as constituting a Junior Lien Obligation hereunder, provided that such obligations
are required to be issued in accordance with the provisions of the 2018B Subordinate Indenture. Any Junior Lien
Obligation hereafter issued may be issued pursuant to such resolutions, indentures, or other documents as may be
determined by the District.

“Letter of Representations” means the Blanket District Letter of Representations from the District to DTC
to induce DTC to accept the 2018B Subordinate Bonds as dligible for deposit at DTC.

“Mandatory Redemption Date” shall have the meaning assigned it in the 2018B Subordinate Indenture.
“Mandatory Redemption Price” shall have the meaning assigned it in the 2018B Subordinate Indenture.

“Outstanding” or “Outstanding Bonds’ means, as of any particular time, all 2018B Subordinate Bonds
which have been duly authenticated and delivered by the 2018B Trustee under the 2018B Subordinate Indenture,
except:

€) 2018B Subordinate Bonds theretofore cancelled by the 2018B Trustee or delivered to the 2018B
Trustee for cancellation because of payment at maturity or prior redemption;

(b) 2018B Subordinate Bonds for the payment or redemption of which moneys or Federal Securities
in an amount sufficient (as determined pursuant to the 2018B Subordinate Indenture) shall have been theretofore
deposited with the 2018B Trustee, or 2018B Subordinate Bonds for the payment or redemption of which moneys or
Federal Securitiesin an amount sufficient (as determined pursuant to the 2018B Subordinate Indenture) shall have
been placed in escrow and in trust; and

(© 2018B Subordinate Bonds in lieu of which other 2018B Subordinate Bonds have been
authenticated and delivered pursuant to the 2018B Subordinate Indenture.

“Owner(s)” or “Owner(s) of Bonds’ or “2018B Owner(s)” means the registered owner(s) of any 2018B
Subordinate Bond(s) as shown on the registration books maintained by the 2018B Trustee, including the Depository
for the 2018B Subordinate Bonds, if any, or its nominee.

“Parity Bonds’ or “ Subordinate Parity Bonds’ means any bonds, notes, debentures, or other multiple fiscal
year financial obligations having alien upon the Subordinate Pledged Revenue or any part thereof on parity with the
lien thereon of the 2018B Subordinate Bonds, and any other obligation secured by alien on any ad valorem property
taxes of the District and designated by the District, in the resolutions, indentures, or other documents pursuant to
which such obligations are issued, as constituting a Subordinate Parity Bond under the 2018B Subordinate
Indenture, provided that such obligations are required to be issued in accordance with the provisions thereof. Any
Subordinate Parity Bonds issued in the future may be issued pursuant to such resolutions, indentures, or other
documents as may be determined by the District, and shall be designated in such resolutions, indentures or other
documents as constituting Subordinate Parity Bonds under the 2018B Subordinate Indenture. (For the avoidance of
doubt, the obligations of the District under the Fire IGA do not constitute Subordinate Parity Bonds under the 2018B
Subordinate Indenture.)

“Participants’ means any broker-dedler, bank, or other financia institution from time to time for which
DTC or another Depository holds the 2018B Subordinate Bonds.



“Permitted Investments’ means any investment or deposit the District is permitted to make under then
applicable law.

“Prior Developer” means Canyons South LLC.
“Project” means the acquisition, construction, and installation of the Facilities.

“Project Costs’ means the District’s costs properly attributable to the Project or any part thereof, including
reimbursement or payment of such costs in accordance with the Reimbursement Agreement, including without
limitation:

@ the costs of labor and materials, of machinery, furnishings, and equipment, and of the restoration
of property damaged or destroyed in connection with construction work;

(b) the costs of insurance premiums, indemnity and fidelity bonds, financing charges, bank fees,
taxes, or other municipal or governmental charges lawfully levied or assessed,;

(© administrative and general overhead costs;
(d) the costs of surveys, appraisals, plans, designs, specifications, and estimates;

(e the costs, fees, and expenses of printers, engineers, architects, construction management, financial
consultants, accountants, legal advisors, or other agents or employees,

()] the costs of publishing, reproducing, posting, mailing, or recording documents,
(9) the costs of contingencies or reserves,
(h) the costs of issuing the 2018B Subordinate Bonds;

Q) the costs of amending the 2018B Subordinate Indenture, the 2018A Senior Indenture, the Bond
Resolution, or any other instrument relating to the 2018B Subordinate Bonds, the 2018A Senior Bonds, or the
Project;

()] the costs of repaying any short-term financing, construction loans, and other temporary loans, and
of the incidental expenses incurred in connection with such loans;

(k) the costs of acquiring any property, rights, easements, licenses, privileges, agreements, and
franchises;
() the costs of demolition, removal, and relocation;

(m) the costs of organizing the District, to the extent deemed capital expenditures under GAAP; and
(n) all other lawful costs as determined by the Board.
“Record Date” means the last day of the calendar month next preceding the 2018B Interest Payment Date.

“Reimbursement Agreement” means the Facilities Funding and Acquisition Agreement dated
February 2, 2007, by and between the Prior Developer and District No. 1, which has been assigned to HT Canyons
South Development LP, a Delaware limited partnership, pursuant to an assignment dated as of May 11, 2018.

“Senior Obligations” means, collectively, the 2018A Senior Bonds, any obligations constituting “Parity
Bonds’ under the 2018A Senior Indenture, and any other obligation of the District so designated by the District as a
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Senior Obligation (such that any ad valorem property taxes imposed for the payment thereof will constitute a Senior
Obligation Mill Levy thereunder), provided that such obligations are required to be issued in accordance with the
provisions of the 2018B Subordinate Indenture. Senior Obligations includes any obligation of the District issued as
unlimited mill levy debt. Any Senior Obligations hereafter issued may be issued pursuant to such resolutions,
indentures, or other documents as may be determined by the District, and shall be designated in such resolutions,
indentures or other documents as constituting Senior Obligations under the 2018B Subordinate Indenture.

“Senior Obligation Bond Fund” means any fund or account created for the purpose of accumulating
revenues to pay, with respect to any Senior Obligations, the current year's principal and interest due thereon,
including any scheduled mandatory or cumulative sinking fund payments, and customary periodic fees due with
respect to any Senior Obligations, (including, but not limited to, fees of atrustee, paying agent, rebate agent, lender
and provider of liquidity or credit facility), and any reimbursement due to a provider of liquidity or credit facility
securing any Senior Obligations.

“Senior Obligation Mill Levy” means the sum of the Senior Required Mill Levy required to be imposed by
the District in accordance with the 2018A Senior Indenture, and any other ad valorem property tax levy required to
be imposed by the District for the payment of Senior Obligations.

“Senior Obligation Reserve Fund” means any fund or account created for the purpose of securing the
payment of Senior Obligations, excluding any Senior Obligation Bond Fund and any Senior Obligation Surplus
Fund, and provided that such fund is fully funded as of the date of issuance of the applicable Senior Obligation.

“Senior Obligation Surplus Fund” means any fund or account created for the purpose of securing the
payment of Senior Obligations, provided that such fund or account is not initialy fully funded on the date of
issuance of the Senior Obligations but, rather, is to be funded from revenues accumulated after the date of issuance
of such Senior Obligations. Notwithstanding the foregoing, there is excluded from the definition of Senior
Obligation Surplus Fund any Senior Obligation Bond Fund.

“Service Plan” means the Amended and Restated Consolidated Service Plan for the District and District
No. 1 approved by the Board of County Commissioners of the County of Douglas, Colorado on December 16, 2008.

“Special Record Date” means the record date for determining 2018B Subordinate Bond ownership for
purposes of paying defaulted interest, as such date may be determined pursuant to the 2018B Subordinate Indenture.

“Sate” means the State of Colorado.

“Subordinate Bond Fund” means the “Crowfoot Valley Ranch Metropolitan District No. 2 Subordinate
Limited Tax General Obligation Bonds, Series 2018B, Subordinate Bond Fund,” established by the 2018B
Subordinate Indenture for the purpose of paying the principal of, premium if any, and interest on the 2018B
Subordinate Bonds.

“Subordinate Capital Fee Revenue’ means any revenue from Capital Fees remaining after deduction of any
amount thereof used, paid, pledged, or otherwise applied to the payment of any Senior Obligations.

“Subordinate Pledged Revenue’ means the following, net of any costs of collection (to the extent not
previously deducted by definition):

@ all Subordinate Property Tax Revenues;
(b) all Subordinate Specific Ownership Tax Revenues,

(© all Subordinate Capital Fee Revenue; and
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(d) any other legally available moneys which the District determines, in its absolute discretion, to
credit to the Subordinate Bond Fund.

“Subordinate Project Fund” means the “Crowfoot Valley Ranch Metropolitan District No. 2 Subordinate
Limited Tax General Obligation Bonds, Series 2018B, Subordinate Project Fund,” established by the 2018B
Subordinate Indenture for the purpose of paying the Project Costs.

“Subordinate Property Tax Revenues’ means all moneys derived from imposition by the District of the
Subordinate Required Mill Levy. Subordinate Property Tax Revenues are net of the costs of collection and any tax
refunds or abatements authorized by or on behalf of the County. (For the avoidance of doubt, Subordinate Property
Tax Revenues do not include specific ownership tax revenues.)

“Subordinate Required Mill Levy” means an ad valorem mill levy (a mill being equal to 1/10 of 1 cent)
imposed upon all taxable property of the District each year in an amount equal to (i) 50 mills less the Senior
Obligation Mill Levy, or (ii) such lesser amount which, if imposed by the District for collection in the succeeding
calendar year, would generate Subordinate Property Tax Revenues which, when combined with moneys then on
deposit in the Subordinate Bond Fund, will pay the 2018B Subordinate Bonds in full in the year such levy is
collected; provided however, that:

@ in the event that the method of calculating assessed valuation is changed after
December 16, 2008, the mill levy of 50 mills (less the Senior Obligation Mill Levy) provided in the 2018B
Subordinate Indenture will be increased or decreased to reflect such changes, such increases or decreases to
be determined by the Board in good faith (such determination to be binding and final) so that to the extent
possible, the actual tax revenues generated by the mill levy, as adjusted, are neither diminished nor
enhanced as a result of such changes. For purposes of the foregoing, a change in the ratio of actual
valuation to assessed valuation shall be deemed to be a change in the method of calculating assessed
valuation; and

(b) notwithstanding anything in the 2018B Subordinate Indenture to the contrary, in no event
may the Subordinate Required Mill Levy be established at a mill levy which would cause the District to
derive tax revenue in any year in excess of the maximum tax increases permitted by the District's electoral
authorization, and if the Subordinate Required Mill Levy as calculated pursuant to the foregoing would
cause the amount of taxes collected in any year to exceed the maximum tax increase permitted by the
Digtrict's electoral authorization, the Subordinate Required Mill Levy shall be reduced to the point that such
maximum tax increase is not exceeded.

“Subordinate Specific Ownership Tax Revenues’ means the specific ownership taxes remitted to the
District pursuant to Section 42-3-107, C.R.S., or any successor statute, as a result of its imposition of the
Subordinate Required Mill Levy in accordance with the 2018B Subordinate Indenture.

“Supplemental Act” means the “ Supplemental Public Securities Act,” being Title 11, Article 57, Part 2,
C.R.S,, asamended.

“Tax Certificate” means the certificate to be signed by the District relating to the requirements of
Sections 103 and 141-150 of the Code, and any amendment or modification of any such certificate, instrument or
instructions that is accompanied by an opinion of Bond Counsel stating that the amendment or modification will not
adversely affect the exclusion of interest on the 2018B Subordinate Bonds from gross income for federal income tax
purposes.

“Town” means the Town of Castle Rock, Colorado.
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“Trust Estate” means the moneys, securities, revenues, receipts, and funds transferred, pledged, and
assigned to the 2018B Trustee pursuant to the Granting Clauses of the 2018B Subordinate |ndenture.

“Underwriter” means D.A. Davidson & Company, of Denver, Colorado, the original purchaser of the
2018B Subordinate Bonds.

“2018A Senior Bonds’ means the Limited Tax General Obligation Bonds, Series 2018A, in the aggregate
principal amount of $31,945,000 dated as of the date of issuance, and issued by the District pursuant to the 2018A
Senior Indenture.

“2018A Senior Indenture” means the Indenture of Trust (Senior) dated as of June 1, 2018, by and between
the District and UMB Bank, n.a., as trustee, pursuant to which the 2018A Senior Bonds are issued.

“2018B Subordinate Indenture” means the Indenture of Trust (Subordinate) as originally executed or as it
may from time to time be supplemented or amended by one or more indentures supplemental thereto entered into
pursuant to the applicable provisions thereof.

“2018B Trustee” means UMB Bank, n.a., in Denver, Colorado, in its capacity as trustee under the 2018B
Subordinate Indenture, or any successor Trustee, appointed, qualified, and acting as trustee, paying agent, and bond
registrar under the provisions of the 2018B Subordinate Indenture.

Additional Covenantsand Agreements

The Disgtrict further irrevocably covenants under the 2018B Subordinate Indenture and agrees with each
and every 2018B Owner that so long as any of the 2018B Subordinate Bonds remain Outstanding:

@ The District will maintain its existence and shall not merge or otherwise ater its corporate
structure in any manner or to any extent as might reduce the security provided for the payment of the 2018B
Subordinate Bonds, and will continue to operate and manage the District and its facilities in an efficient and
economical manner in accordance with all applicable laws, rules, and regulations.

(b) At least once a year the District will cause an audit to be performed of the records relating to its
revenues and expenditures, and the District shall use its best commercially reasonable efforts to have such audit
report completed no later than September 30 of each calendar year. The foregoing covenant shall apply
notwithstanding any State law audit exemptions that may exist. In addition, at least once a year in the time and
manner provided by law, the District will cause a budget to be prepared and adopted. Copies of the budget and the
audit will be filed and recorded in the places, time, and manner provided by law.

(© The District will carry generdl liability, public officials liability, and such other forms of insurance
coverage on insurable District property upon the terms and conditions as in the judgment of the District would
ordinarily be carried by entities having similar properties of equal value, such insurance being in such amounts as
will protect the District and its operations.

(d) Each District official or other person having custody of any District funds or responsible for the
handling of such funds, shall be bonded or insured against theft or defalcation at all times.

(e In the event any ad valorem taxes are not paid when due, the District shall diligently cooperate
with the appropriate county treasurer to enforce the lien of such unpaid taxes against the property for which the taxes
are owed.

® In the event the Subordinate Pledged Revenue is insufficient or is anticipated to be insufficient to
pay the principal of, premium if any, and interest on the 2018B Subordinate Bonds when due, the District shall use
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its best efforts to refinance, refund, or otherwise restructure the 2018B Subordinate Bonds so as to avoid such
payment shortfall.

(9) In the event that any amount of the Subordinate Pledged Revenue is released to the District as
described in SECOND of the “Flow of Funds’ (See “SECURITY FOR THE 2018B SUBORDINATE BONDS —
Flow of Funds’ in the Limited Offering Memorandum), the District will, in making its determination as to which
obligations will be paid with such amounts, take into account that State law places certain restrictions upon the use
of any moneys representing ad val orem property tax revenue.

(h) In the event that an exemption from registration for the 2018B Subordinate Bonds under the
Colorado Municipa Bond Supervision Act (including any rules or orders promulgated thereunder) becomes
available that permits the issuance or reissuance of the 2018B Subordinate Bonds in denominations of $1,000 or
integral multiples thereof, and if requested in writing by the Consent Parties with respect to not less than a majority
in aggregate principa amount of the 2018B Subordinate Bonds, the District shall, at the expense of the Consent
Parties so requesting, use its good faith efforts to obtain such an exemption, amend the 2018B Subordinate Indenture
as may be required in connection therewith, and issue or reissue the 2018B Subordinate Bonds in denominations of
$1,000 or integral multiples thereof.

() Subject to the 2018B Owners of a majority in aggregate principa amount of the 2018B
Subordinate Bonds assuming control of the enforcement of remedies upon default, the District will enforce the
collection of al Capital Fees in such time and manner as the District reasonably determines will be most efficacious
in collecting the same, including without limitation the bringing of an action to foreclose any statutory or contractual
lien which may exist in connection therewith. The District will not reduce the amount of the Facility Fees, or amend
or supplement the Facility Fees Resolution in any way which would materially adversely affect the amount or timing
of Facility Fees to be collected, without the prior written consent of the Consent Parties with respect to not less than
a majority in aggregate principal amount of the 2018B Subordinate Bonds then Outstanding; provided that nothing
in the 2018B Subordinate Indenture shall prevent the District from increasing the amount of the Facility Fees.

()] The District will not amend or supplement any of the documents pertaining to the Senior
Obligations in any way which (i) alters the amortization of the principal of such Senior Obligations or (ii) increases
the rate or rates of interest borne by the Senior Obligations, except upon the prior written consent of the Consent
Parties with respect to 100% in aggregate principal amount of the 2018B Subordinate Bonds.

Tax Matters

@ The Disgtrict shall at al times do and perform all acts and things necessary or desirable in order to
assure that interest paid on the Bonds shall, for the purposes of federal income taxation, be excludable from the
gross income of the recipients thereof and exempt from such taxation.

(b) The District shall not use or permit the use of any proceeds of 2018B Subordinate Bonds or any
funds of the District, directly or indirectly, to acquire any securities or obligations, and shall not take or permit to be
taken any other action or actions, which would cause any 2018B Subordinate Bonds to be “arbitrage bonds” within
the meaning of Section 148 of the Code or “federally guaranteed” within the meaning of Section 149(b) of the Code
and any such applicable requirements promulgated from time to time thereunder and under Section 103(b) of the
Code, and the District shall observe and not violate the requirements of Section 148 of the Code and any such
applicable regulations. The District shall comply with al requirements of Sections 148 and 149(d) of the Code to
the extent applicable to the 2018B Subordinate Bonds. In the event that at any time the District is of the opinion that
for purposes of this paragraph it is necessary to restrict or to limit the yield on the investment of any moneys held by
the 2018B Trustee or held by the District under the 2018B Subordinate Indenture, the District shall so restrict or
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limit the yield on such investment or shall so instruct the 2018B Trustee in a detailed certificate, and the 2018B
Trustee shall take such action as may be necessary in accordance with such instructions.

(© The District specifically covenants under the 2018B Subordinate Indenture to comply with the
provisions and procedures of the Tax Certificate.

(d) The covenants contained in the 2018B Subordinate Indenture shall continue in effect until all
2018B Subordinate Bonds are fully paid, satisfied, and discharged.

Dischar ge of the Lien of the 2018B Subordinate I ndenture

@ If the District shall pay or cause to be paid to the 2018B Trustee, for the 2018B Owners, the
principal of and interest to become due thereon at the times and in the manner stipulated in the 2018B Subordinate
Indenture, and if the District shall keep, perform, and observe all and singular the covenants and promises in the
2018B Subordinate Bonds and in the 2018B Subordinate Indenture expressed to be kept, performed, and observed
by it or onits part, and if all fees and expenses of the 2018B Trustee required by the 2018B Subordinate Indenture to
be paid shall have been paid, then these presents and the estate and rights thereby granted shall cease, terminate, and
be void, and thereupon the 2018B Trustee shall cancel and discharge the lien of the 2018B Subordinate Indenture,
and execute and deliver to the District such instruments in writing as shall be required to satisfy the lien hereof, and
assign and deliver to the Digtrict any property at the time subject to the lien of the 2018B Subordinate Indenture
which may then be in its possession, and deliver any amounts required to be paid to the District under the 2018B
Subordinate Indenture, except for moneys and Federal Securities held by the 2018B Trustee for the payment of the
principal of, premium if any, and interest on the 2018B Subordinate Bonds.

(b) Any 2018B Subordinate Bond shall, prior to the maturity or prior redemption thereof, be deemed
to have been paid within the meaning and with the effect expressed in the 2018B Subordinate Indenture if, for the
purpose of paying such 2018B Subordinate Bond (i) there shall have been deposited with the 2018B Trustee an
amount sufficient, without investment, to pay the principal of, premium if any, and interest on such 2018B
Subordinate Bond as the same becomes due at maturity or upon one or more designated prior redemption dates, or
(i) there shall have been placed in escrow and in trust with a commercial bank exercising trust powers, an amount
sufficient (including the known minimum yield from Federal Securities in which such amount may be invested) to
pay the principal of, premium if any, and interest on such 2018B Subordinate Bond, as the same becomes due at
maturity or upon one or more designated prior redemption dates. The Federal Securities in any such escrow shall
not be subject to redemption or prepayment at the option of the issuer, and shall become due at or prior to the
respective times on which the proceeds thereof shall be needed, in accordance with a schedule established and
agreed upon between the District and such bank at the time of the creation of the escrow, or the Federal Securities
shall be subject to redemption at the option of the holders thereof to assure such availability as so needed to meet
such schedule. The sufficiency of any such escrow funded with Federal Securities shall be determined by a
Certified Public Accountant. With respect to any accrued and unpaid interest on the 2018B Subordinate Bonds,
including any compound interest remaining unpaid, it is acknowledged that such amounts are due and payable
immediately at the time of funding any escrow intended to accomplish a defeasance of the 2018B Subordinate
Bonds. Upon the funding of an escrow defeasing 2018B Subordinate Bonds in accordance with the provisions of
the 2018B Subordinate Indenture, the Bonds shall cease to be subject to mandatory redemption in accordance with
the provisions of the 2018B Subordinate Indenture, and the principa of the 2018B Subordinate Bonds shall be due
and payable only on the designated redemption date(s).

(© Neither the Federal Securities, nor moneys deposited with the 2018B Trustee or placed in escrow
and in trust pursuant to the 2018B Subordinate Indenture, nor principal or interest payments on any such Federal
Securities shall be withdrawn or used for any purpose other than, and shall be held in trust for, the payment of the
principal of and interest on the 2018B Subordinate Bonds; provided however, that any cash received from such
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principa or interest payments on such Federal Securities, if not then needed for such purpose, shal, to the extent
practicable, be reinvested subject to the provisions of the 2018B Subordinate Indenture in Federal Securities
maturing at the times and in amounts sufficient to pay, when due, the principal of and interest on the 2018B
Subordinate Bonds.

(d) Prior to the investment or reinvestment of such moneys or such Federal Securities as provided in
the 2018B Subordinate Indenture, the 2018B Trustee shall receive and may rely upon: (i) an opinion of Bond
Counsel experienced in matters arising under Section 103 of the Code and acceptable to the 2018B Trustee, that the
investment or reinvestment of such moneys or such Federal Securities complies with the 2018B Subordinate
Indenture; and (ii) a report of a Certified Public Accountant that the moneys or Federal Securities will be sufficient
to provide for the payment of the principal of and interest on the 2018B Subordinate Bonds when due.

(e The release of the obligations of the District described under this section shall be without
prejudice to the rights of the 2018B Trustee to be paid reasonable compensation by the District for all services
rendered by it under the 2018B Subordinate Indenture and all its reasonable expenses, charges, and other
disbursements incurred in the administration of the trust thereby created, the exercise of its powers, and the
performance of its duties thereunder.

Dischar ge on December 15, 2058

Notwithstanding any other provision in the 2018B Subordinate Indenture, in the event that any amount of
principal of or interest on the 2018B Subordinate Bonds remains unpaid after the application of all Subordinate
Pledged Revenue available therefor on December 15, 2058, the 2018B Subordinate Bonds and the lien of the 2018B
Subordinate |ndenture securing payment thereof shall be deemed discharged, the estate and rights granted under the
2018B Subordinate Indenture shall cease, terminate, and be void, and thereupon the 2018B Trustee shall cancel and
discharge the lien of the 2018B Subordinate Indenture, and execute and deliver to the District such instruments in
writing as shall be required to evidence the same. Upon such discharge, the 2018B Owners will have no recourse to
the District or any property of the District for the payment of any amount of principa of or interest on the 2018B
Subordinate Bonds remaining unpaid.

Supplemental Indentures Not Requiring Consent

Subject to the provisions of the 2018B Subordinate Indenture, the District and the 2018B Trustee may,
without the consent of or notice to the Consent Parties, enter into such indentures supplemental to the 2018B
Subordinate Indenture, which supplemental indentures shall thereafter form a part thereof, for any one or more of
the following purposes:

€) To cure any ambiguity, to cure, correct, or supplement any formal defect or omission or
inconsistent provision contained in the 2018B Subordinate Indenture, to make any provision necessary or desirable
due to a change in law, to make any provisions with respect to matters arising under the 2018B Subordinate
Indenture, or to make any provisions for any other purpose if such provisions are necessary or desirable and do not
in the opinion of Bond Counsel materially adversely affect the interests of the 2018B Owners;

(b) To subject to the 2018B Subordinate Indenture additional revenues, properties, or collateral;

(© To grant or confer upon the 2018B Trustee for the benefit of the 2018B Owners any additional
rights, remedies, powers, or authority that may lawfully be granted to or conferred upon the 2018B Owners or the
2018B Trustee; and

(d) To qualify the 2018B Subordinate |ndenture under the Trust Indenture Act of 1939.
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Supplemental Indentures Requiring Consent

€) Except for supplemental indentures delivered as described in the foregoing section, and subject to
the provisions of the 2018B Subordinate Indenture, the Consent Parties with respect to not less than a majority (or
for modifications of provisions thereof which require the consent of a percentage of 2018B Owners or Consent
Parties higher than a majority, such higher percentage) in aggregate principal amount of the 2018B Subordinate
Bonds then Outstanding shall have the right, from time to time, to consent to and approve the execution by the
District and the 2018B Trustee of such indenture or indentures supplemental to the 2018B Subordinate |ndenture as
shall be deemed necessary or desirable by the District for the purpose of modifying, atering, amending, adding to,
or rescinding, in any particular, any of the terms or provisions contained in the 2018B Subordinate Indenture;
provided however, that without the consent of the Consent Parties with respect to all the Outstanding 2018B
Subordinate Bonds affected thereby, nothing contained in the 2018B Subordinate Indenture shall permit, or be
construed as permitting:

() achangein the terms of the maturity of any Outstanding 2018B Subordinate Bond, in the
principal amount of any Outstanding 2018B Subordinate Bond, in the optional or mandatory redemption
provisions applicable thereto, or the rate of interest thereon;

(i) an impairment of the right of the 2018B Owners to institute suit for the enforcement of
any payment of the principal of or interest on the 2018B Subordinate Bonds when due;

(iii) a privilege or priority of any 2018B Subordinate Bond or any interest payment over any
other 2018B Subordinate Bond or interest payment; or

(iv) a reduction in the percentage in principal amount of the Outstanding 2018B Subordinate
Bonds, the consent of whose 2018B Owners or Consent Parties is required for any such supplemental
indenture.

(b) Upon the execution of any supplemental indenture pursuant to the provisions of the 2018B
Subordinate Indenture, the 2018B Subordinate Indenture shall be deemed to be modified and amended in
accordance therewith, and the respective rights, duties, and obligations under the 2018B Subordinate Indenture of
the District, the 2018B Trustee, and al 2018B Owners of 2018B Subordinate Bonds then Outstanding shall
thereafter be determined, exercised, and enforced under the 2018B Subordinate Indenture, subject in all respects to
such modifications and amendments.

(© If a any time the District shall request the 2018B Trustee to enter into such supplemental
indenture for any of the purposes of the 2018B Subordinate Indenture, the 2018B Trustee shall, upon being
satisfactorily indemnified with respect to fees and expenses, cause notice of the proposed execution of such
supplemental indenture to be given by mailing such notice by certified or registered first class mail to each 2018B
Owner to the address shown on the registration books of the 2018B Trustee or by electronic means to DTC or its
successors, at least 30 days prior to the proposed date of execution and delivery of any such supplemental indenture.
Such notice shall briefly set forth the nature of the proposed supplemental indenture and shall state that copies
thereof are on file at the principal corporate trust office of the 2018B Trustee for inspection by all 2018B Owners.
If, within 60 days or such longer period as shall be prescribed by the District following the giving of such notice, the
Consent Parties with respect to not less than the required percentage in aggregate principal amount of the 2018B
Subordinate Bonds then Outstanding at the time of the execution of any such supplementa indenture shall have
consented to and approved the execution thereof as provided in the 2018B Subordinate Indenture, the District may
execute and deliver such supplemental indenture and no 2018B Owner shall have any right to object to any of the
terms and provisions contained therein, or the operation thereof, or in any manner to question the propriety of the
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execution thereof, or to enjoin or restrain the 2018B Trustee or the District from executing the same or from taking
any action pursuant to the provisions thereof.
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Ballard Spahr

1225 17th Street, Suite 2300
Denver, CO 80202-5596
TEL 303.292.2400

FAX 303.296.3956
www.ballardspahr.com

June 19, 2018

Crowfoot Valley Ranch Metropolitan District No. 2
c/o Collins Cockrel & Cole, P.C.

390 Union Boulevard, Suite 400

Denver, Colorado 80228

$31,945,000
Crowfoot Valley Ranch Metropolitan District No. 2
(In Douglas County, Colorado)
Limited Tax General Obligation Bonds
Series 2018A

Ladies and Gentlemen:

We have acted as bond counsel to Crowfoot Valley Ranch Metropolitan District No. 2, in
Douglas County, Colorado (the “Issuer”) in connection with the issuance of the above-
referenced bonds (the “Bonds’), pursuant to a resolution adopted by the Board of Directors (the
“Board”) of the Issuer on May 29, 2018 (the “Resolution”) and an Indenture of Trust (Senior)
dated as of June 1, 2018 (the “Indenture’) between the Issuer and UMB Bank, n.a., as trustee
(the“Trustee”). Capitalized terms used and not defined herein shall have the meanings set forth
in the Indenture.

The Bonds are issuable as fully registered bonds, dated as of the date of their delivery, in
minimum denominations of $500,000 and integral multiples of $1,000 in excess thereof. The
Bonds mature, bear interest, are payable and are subject to redemption prior to maturity, in the
manner and upon the terms set forth therein and in the Indenture. The Underwriter has certified
that the Bonds are being offered solely to “financial institutions or institutional investors’ within
the meaning of the Special District Act, constituting Section 32-1-101 et seq., Colorado Revised
Statutes, as amended (the “ Special District Act”).

The Indenture provides that the Bonds are limited tax general obligations of the Issuer
and shall be secured solely by a pledge of the Pledged Revenue (with the exceptions and subject
to the limitations provided in the Indenture) and other sources provided therefor in the Indenture.
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We have examined the law and such certified proceedings and other instruments as we
deem necessary to form an appropriate basis for us to render this opinion letter, including,
without limitation, portions of the Internal Revenue Code of 1986, as amended (the “Code”)
relevant to the opinions set forth in paragraphs 5 through 6; the Special District Act, Section 11-
57-201 et seq., Colorado Revised Statutes, as amended; an order and decree of the District Court
of Douglas County, Colorado issued on December 3, 2002 and recorded in the real property
records of Douglas County, Colorado on December 18, 2002; a certified record of the results of
the elections of the eligible electors of the Issuer held on November 5, 2002, November 7, 2006,
and November 4, 2014; a certified transcript of the record of proceedings of the Board taken
preliminary to and in connection with the authorization of the Bonds; a form of the Bonds; and
certificates of the Issuer, specifically including a tax certificate, and of others delivered in
connection with the issuance of the Bonds.

In our examination of such proceedings, certificates, consents and other instruments, we
have assumed the genuineness of all signatures, the legal capacity of al natural persons, the
accuracy and completeness of al documents submitted to us, the authenticity of al original
documents and the conformity to authentic original documents of all documents submitted to us
as copies (including telecopies). We aso have assumed the authenticity and completeness of the
foregoing certifications and accuracy of the statements of fact contained therein, on which we are
relying, and have made no independent investigations thereof.

We have not been engaged and have not undertaken to consider the adequacy of the
Pledged Revenue or other financial resources of the Issuer or its ability to provide for payment of
the Bonds and we express no opinion herein as to such matters. We also express no opinion
herein with respect to the accuracy, completeness or sufficiency of the Limited Offering
Memorandum dated June 13, 2018 or other offering materials relating to the Bonds. As to
factual matters, we have relied, without independent investigation, upon the representations of
the Issuer; HT Canyons South LP, HT Canyons South Development LP and HT Canyons South
Land LP (collectively, the “Developer”); the Underwriter; the Trustee; and other parties
contained in certified proceedings, including the Resolution and the Indenture, and in the
aforesaid certificates and other instruments. We have aso reviewed the opinion of Collins
Cockrel & Cole, P.C., Denver, Colorado, counsel to the Issuer, a copy of which opinion has been
delivered to the Trustee.

Based on the foregoing, it is our opinion that, as of the date hereof and under existing
law:

1 The Indenture has been duly authorized, executed and delivered by the Issuer and,
assuming due authorization, execution and delivery by the Trustee, constitutes a valid and
binding obligation of the Issuer enforceable against the Issuer in accordance with its terms;
provided, however, that no opinion is expressed herein as to the enforceability of the obligations
of the Issuer set forth in Section 9.01(m) of the Indenture.

2. The Bonds have been duly authorized, executed and delivered by the Issuer and
constitute valid and binding limited tax general obligations of the I ssuer, payable solely from and
to the extent of the Pledged Revenue and the other sources provided therefor in the Indenture,
and are legally enforceable in accordance with their terms.
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3. All taxable property of the Issuer is subject to an ad valorem tax levy at the rate
and in the amount of the Senior Required Mill Levy, for the purpose of paying the principal of
and interest on the Bonds.

4, The Indenture creates a valid lien on the Pledged Revenue and all right, title and
interest of the Issuer in and to the Pledged Revenue have been validly assigned and pledged to
the Trustee under the Indenture in accordance with Section 11-57-208, Colorado Revised
Statutes, as amended.

5. Interest on the Bonds is excludable from gross income for purposes of federal
income tax under existing laws as enacted and construed on the date of initial delivery of the
Bonds, assuming the accuracy of the certifications of the Issuer and continuing compliance by
the Issuer with the requirements of the Code. Interest on the Bonds is not an item of tax
preference for purposes of the individua federal alternative minimum tax (“AMT”). The
corporate AMT was repealed by legidlation enacted on December 22, 2017 (known as the “ Tax
Cuts and Jobs Act”), effective for tax years beginning after December 31, 2017. For tax years
beginning on or before December 31, 2017, interest on the Bonds is not an item of tax preference
for purposes of the corporate AMT in effect prior to enactment of the Tax Cuts and Jobs Act;
however, interest on the Bonds while held by a corporation (other than an S corporation,
regulated investment company, or real estate investment trust) may be indirectly subject to
federal AMT because of itsinclusion in the adjusted current earnings of a corporate holder. We
express no opinion regarding other federal tax consequences relating to ownership or disposition
of, or the accrual or receipt of interest on, the Bonds.

6. To the extent that interest on the Bonds is excludable from gross income for
federal income tax purposes, such interest is also excludable from gross income for State income
tax purposes and from the calculation of State alternative minimum taxable income. We express
no opinion regarding other State or local tax consegquences arising with respect to the Bonds,
including whether interest on the Bonds is exempt from taxation under the laws of any
jurisdiction other than the State.

It is to be understood that the rights of the owners of the Bonds and the enforceability of
the Bonds and the Indenture may be subject to and limited by bankruptcy, insolvency,
reorganization, moratorium and other similar laws affecting creditors rights heretofore or
hereafter enacted and may also be subject to and limited by the exercise of judicial discretion,
procedural and other defenses based on particular factual circumstances and equitable principles
in appropriate cases, to the reasonable exercise by the State and its governmental bodies of the
police power inherent in the sovereignty of the State, and to the exercise by the United States of
powers delegated to it by the United States Constitution; and while certain remedies and other
provisions of the Indenture are subject to the aforesaid exceptions and limitations and, therefore,
may not be enforceable in accordance with their respective terms, such unenforceability would
not preclude the enforcement of the obligations of the Issuer to pay the principal of, and interest
on, the Bonds from available Pledged Revenue and other sources provided therefor in the
Indenture.

This opinion isissued as of the date hereof, and we assume no obligation to (i) monitor or
advise you or any other person of any changes in the foregoing subsequent to the delivery hereof;
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(i) update, revise, supplement or withdraw this opinion to reflect any facts or circumstances that
may hereafter come to our attention, or any changes in law, regulation, or governmental agency
guidance, or the interpretation of any of the foregoing, that may hereafter occur, or for any other
reason whatsoever; or (iii) review any legal matters incident to the authorization, issuance,
validity, and exemption from federal or state income tax of the Bonds, or the purposes to which
the proceeds thereof are to be applied, after the date hereof.

Certain requirements and procedures contained or referred to in the Indenture and
certain other documents executed in connection with the issuance of the Bonds may be
changed and certain actions (including, without limitation, defeasance of the Bonds) may be
taken or omitted in the future if a legal opinion is rendered at the time to the effect that such
action will not cause the interest on the Bonds to be included in the gross income of the
owners for federal income tax purposes. This opinion does not address any such actions.

This letter is furnished by us as bond counsel to the Issuer in connection with the issuance
of the Bonds. No attorney-client relationship has existed or exists between us and anyone other
than the I'ssuer in connection with the issuance of the Bonds by virtue of this|etter.

Very truly yours,



Ballard Spahr

1225 17th Street, Suite 2300
Denver, CO 8o202-5596
TEL 303.292.2400

FAX 303.296.3956
www.ballardspahr.com

June 19, 2018

Crowfoot Valley Ranch Metropolitan District No. 2
c/o Collins Cockrel & Cole, P.C.

390 Union Boulevard, Suite 400

Denver, Colorado 80228

$3,260,000
Crowfoot Valley Ranch Metropolitan District No. 2
(In Douglas County, Colorado)
Subordinate Limited Tax General Obligation Bonds
Series 2018B

Ladies and Gentlemen:

We have acted as bond counsel to Crowfoot Valley Ranch Metropolitan District No. 2, in
Douglas County, Colorado (the “Issuer”) in connection with the issuance of the above-
referenced bonds (the “Bonds’), pursuant to a resolution adopted by the Board of Directors (the
“Board”) of the Issuer on May 29, 2018 (the “Resolution”) and an Indenture of Trust
(Subordinate) dated as of June 1, 2018 (the “Indenture’) between the Issuer and UMB Bank,
n.a, as trustee (the “Trustee’). Capitalized terms used and not defined herein shall have the
meanings set forth in the Indenture.

The Bonds are issuable as fully registered bonds, dated as of the date of their delivery, in
minimum denominations of $500,000 and integral multiples of $1,000 in excess thereof. The
Bonds mature, bear interest, are payable and are subject to redemption prior to maturity, in the
manner and upon the terms set forth therein and in the Indenture. The Underwriter has certified
that the Bonds are being offered solely to “financial institutions or institutional investors’ within
the meaning of the Special District Act, constituting Section 32-1-101 et seq., Colorado Revised
Statutes, as amended (the “ Special District Act”).

The Indenture provides that the Bonds are limited tax general obligations of the Issuer
and shall be secured solely by a pledge of the Subordinate Pledged Revenue (with the exceptions
and subject to the limitations provided in the Indenture) and other sources provided therefor in
the Indenture.
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We have examined the law and such certified proceedings and other instruments as we
deem necessary to form an appropriate basis for us to render this opinion letter, including,
without limitation, portions of the Internal Revenue Code of 1986, as amended (the “Code”)
relevant to the opinions set forth in paragraphs 5 through 6; the Special District Act, Section 11-
57-201 et seq., Colorado Revised Statutes, as amended; an order and decree of the District Court
of Douglas County, Colorado issued on December 3, 2002 and recorded in the real property
records of Douglas County, Colorado on December 18, 2002; a certified record of the results of
the elections of the eligible electors of the Issuer held on November 5, 2002, November 7, 2006,
and November 4, 2014; a certified transcript of the record of proceedings of the Board taken
preliminary to and in connection with the authorization of the Bonds; a form of the Bonds; and
certificates of the Issuer, specifically including a tax certificate, and of others delivered in
connection with the issuance of the Bonds.

In our examination of such proceedings, certificates, consents and other instruments, we
have assumed the genuineness of all signatures, the legal capacity of al natural persons, the
accuracy and completeness of al documents submitted to us, the authenticity of al original
documents and the conformity to authentic original documents of all documents submitted to us
as copies (including telecopies). We aso have assumed the authenticity and completeness of the
foregoing certifications and accuracy of the statements of fact contained therein, on which we are
relying, and have made no independent investigations thereof.

We have not been engaged and have not undertaken to consider the adequacy of the
Subordinate Pledged Revenue or other financial resources of the Issuer or its ability to provide
for payment of the Bonds and we express no opinion herein as to such matters. We also express
no opinion herein with respect to the accuracy, completeness or sufficiency of the Limited
Offering Memorandum dated June 13, 2018 or other offering materials relating to the Bonds. As
to factual matters, we have relied, without independent investigation, upon the representations of
the Issuer; HT Canyons South LP, HT Canyons South Development LP and HT Canyons South
Land LP (collectively, the “Developer”); the Underwriter; the Trustee; and other parties
contained in certified proceedings, including the Resolution and the Indenture, and in the
aforesaid certificates and other instruments. We have aso reviewed the opinion of Collins
Cockrel & Cole, P.C., Denver, Colorado, counsel to the Issuer, a copy of which opinion has been
delivered to the Trustee.

Based on the foregoing, it is our opinion that, as of the date hereof and under existing
law:

1 The Indenture has been duly authorized, executed and delivered by the Issuer and,
assuming due authorization, execution and delivery by the Trustee, constitutes a valid and
binding obligation of the Issuer enforceable against the Issuer in accordance with its terms;
provided, however, that no opinion is expressed herein as to the enforceability of the obligations
of the Issuer set forth in Section 9.01(m) of the Indenture.

2. The Bonds have been duly authorized, executed and delivered by the Issuer and
constitute valid and binding limited tax general obligations of the I ssuer, payable solely from and
to the extent of the Subordinate Pledged Revenue and the other sources provided therefor in the
Indenture, and are legally enforceable in accordance with their terms.
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3. All taxable property of the Issuer is subject to an ad valorem tax levy at the rate
and in the amount of the Subordinate Required Mill Levy, for the purpose of paying the principal
of and interest on the Bonds.

4, The Indenture creates a valid lien on the Subordinate Pledged Revenue and all
right, title and interest of the Issuer in and to the Subordinate Pledged Revenue have been validly
assigned and pledged to the Trustee under the Indenture in accordance with Section 11-57-208,
Colorado Revised Statutes, as amended.

5. Interest on the Bonds is excludable from gross income for purposes of federal
income tax under existing laws as enacted and construed on the date of initial delivery of the
Bonds, assuming the accuracy of the certifications of the Issuer and continuing compliance by
the Issuer with the requirements of the Code. Interest on the Bonds is not an item of tax
preference for purposes of the individua federal alternative minimum tax (“AMT”). The
corporate AMT was repealed by legidlation enacted on December 22, 2017 (known as the “ Tax
Cuts and Jobs Act”), effective for tax years beginning after December 31, 2017. For tax years
beginning on or before December 31, 2017, interest on the Bonds is not an item of tax preference
for purposes of the corporate AMT in effect prior to enactment of the Tax Cuts and Jobs Act;
however, interest on the Bonds while held by a corporation (other than an S corporation,
regulated investment company, or real estate investment trust) may be indirectly subject to
federal AMT because of itsinclusion in the adjusted current earnings of a corporate holder. We
express no opinion regarding other federal tax consequences relating to ownership or disposition
of, or the accrual or receipt of interest on, the Bonds.

6. To the extent that interest on the Bonds is excludable from gross income for
federal income tax purposes, such interest is also excludable from gross income for State income
tax purposes and from the calculation of State alternative minimum taxable income. We express
no opinion regarding other State or local tax consegquences arising with respect to the Bonds,
including whether interest on the Bonds is exempt from taxation under the laws of any
jurisdiction other than the State.

It is to be understood that the rights of the owners of the Bonds and the enforceability of
the Bonds and the Indenture may be subject to and limited by bankruptcy, insolvency,
reorganization, moratorium and other similar laws affecting creditors rights heretofore or
hereafter enacted and may also be subject to and limited by the exercise of judicial discretion,
procedural and other defenses based on particular factual circumstances and equitable principles
in appropriate cases, to the reasonable exercise by the State and its governmental bodies of the
police power inherent in the sovereignty of the State, and to the exercise by the United States of
powers delegated to it by the United States Constitution; and while certain remedies and other
provisions of the Indenture are subject to the aforesaid exceptions and limitations and, therefore,
may not be enforceable in accordance with their respective terms, such unenforceability would
not preclude the enforcement of the obligations of the Issuer to pay the principal of, and interest
on, the Bonds from available Subordinate Pledged Revenue and other sources provided therefor
in the Indenture.

This opinion isissued as of the date hereof, and we assume no obligation to (i) monitor or
advise you or any other person of any changes in the foregoing subsequent to the delivery hereof;
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(i) update, revise, supplement or withdraw this opinion to reflect any facts or circumstances that
may hereafter come to our attention, or any changes in law, regulation, or governmental agency
guidance, or the interpretation of any of the foregoing, that may hereafter occur, or for any other
reason whatsoever; or (iii) review any legal matters incident to the authorization, issuance,
validity, and exemption from federal or state income tax of the Bonds, or the purposes to which
the proceeds thereof are to be applied, after the date hereof.

Certain requirements and procedures contained or referred to in the Indenture and
certain other documents executed in connection with the issuance of the Bonds may be
changed and certain actions (including, without limitation, defeasance of the Bonds) may be
taken or omitted in the future if a legal opinion is rendered at the time to the effect that such
action will not cause the interest on the Bonds to be included in the gross income of the
owners for federal income tax purposes. This opinion does not address any such actions.

This letter is furnished by us as bond counsel to the Issuer in connection with the issuance
of the Bonds. No attorney-client relationship has existed or exists between us and anyone other
than the I'ssuer in connection with the issuance of the Bonds by virtue of this|etter.

Very truly yours,
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