MORGAN HILL METROPOLITAN DISTRICT NOS. 1,2 AND 3

2025 CONSOLIDATED ANNUAL REPORT
TO
THE TOWN OF ERIE, COLORADO

Pursuant to §32-1-207(3)(c), C.R.S. and Section VII. of the Consolidated Service Plan for
Morgan Hill Metropolitan District Nos. 1, 2 and 3 (collectively the “Districts”), the Districts are
required to provide an annual report to the Town of Erie (the “Town”) with regard to the following
matters:

For the year ending December 31, 2025, the Districts make the following report:

§32-1-207(3), C.R.S. Statutory Requirements

1. Boundary changes made.
There were no boundary changes made to the Districts” boundaries in 20235.

2. Intergovernmental agreements entered into or terminated with other governmental
entities.

The Districts did not enter into or terminate any intergovernmental agreements with other
governmental entities in 2025.

3. Access information to obtain a copy of rules and regulations adopted by the board.

As of December 31, 2025, the Districts had not adopted any rules and regulations.

4. A summary of litigation involving public improvements owned by the Districts.
To our actual knowledge, based on review of the court records in Weld County, Colorado
and the Public Access to Court Electronic Records (PACER), there is no litigation
involving the Districts’ public improvements as of December 31, 2025.

5. The status of the construction of public improvements by the Districts.

All warranty work has been completed. No new construction is planned or possible.

6. A list of facilities or improvements constructed by the Districts that were conveyed
or dedicated to the county or municipality.

There were no new facilities or improvements constructed by the Districts this year and
no new facilities or improvements contemplated in the future.
7. The final assessed valuation of the Districts as of December 31% of the reporting year.
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The 2025 final assessed valuation as certified by the Weld County Assessor for the Districts
is as follows:

District No. 1 87,049,600
District No. 2 39 447,790
District No. 3 815,181,050

8. A copy of the current year’s budget.
Copies of the 2026 Budgets are attached hereto as Exhibit A.

9. A copy of the audited financial statements, if required by the “Colorado Local
Government Audit Law”, part 6 of article 1 of title 29, or the application for
exemption from audit, as applicable.

Copies of the 2025 Audit Exemptions for District Nos. 1 and 2, and the 2025 Audit for District
No. 3 are attached hereto as Exhibit B.

10. Notice of any uncured defaults existing for more than ninety (90) days under any debt
instrument of the Districts.

There were no uncured events of default that continued beyond a ninety (90) day period,
under any Debt instrument.

11. Any inability of the Districts to pay their obligations as they come due under any
obligation which continues beyond a ninety (90) day period.

The Districts did not experience any inability to pay their obligations as they came due, in
accordance with the terms of such obligations, which continue beyond a ninety (90) day

period.

Service Plan Requirements

12. A narrative summary of the progress of the Districts in Implementing the Service
Plan.

All  public improvements have been completed. The District bonds have been
issued. Annually the Districts adopt their budgets and set the mill levy to repay the debt
and pay District administrative costs.

13. Unless disclosed within a separate schedule to the financial statements, a summary of
the capital expenditures incurred by the Districts in development of public facilities
in the fiscal year, as well as any capital improvements or projects proposed to be
undertaken in the five (5) years following the fiscal year.

All public improvements have been completed.
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14.

15.

16.

17.

Unless disclosed within a separate schedule to the financial statements, a summary of
the financial obligations of the Districts at the end of the fiscal year, including the
amount of outstanding indebtedness, the amount and terms of any new District
indebtedness or long-term obligations issued in the fiscal year, the amount of payment
or retirement of existing indebtedness of the Districts in the fiscal year, the total
assessed valuation of all taxable properties within the Districts as of January 1 of the
fiscal year, and the current mill levy of the District pledged to debt retirement in the
fiscal year.

District No. 3 issued its Series 2018 A and B bonds which were refinanced with the issuance
of the Series 20214 and 2021B Bonds, and also issued it Series 2021C Subordinate Bonds
as shown in its audit.

2025 Assessed Value District No. 1: 87,049,600 with 49.548 mills for contractual pledge
agreement obligations related to the District No. 3 Bonds.

2025 Assessed Value District No. 2: 89,447,790 with 59.065 mills for contractual pledge
agreement obligation related to the District No. 3 Bonds.

2025 Assessed Value District No. 3: $15,181,050 with 58.213 mills for debt service.

A summary of residential and commercial development which has occurred within
the Districts for the fiscal year.

There is no commercial in the District and all residential permits have been purchased and
Certificates of Occupancy have been issued.

A summary of all taxes, fees, charges and assessments imposed by the Districts as of
January 1 of the fiscal year.

District No. 1 imposed a total of 62.833 mills, District No. 2 imposed a total of 59.065 mills
in 2025 for collection in 2026, and District No. 3 imposed a total of 58.213 mills in 2025
for collection in 2026, as reflected on the attached budgets. No fees, charges or
assessments were imposed in 2025.

The name, business address and telephone number of each member of the Boards and
the chief administrative officer and general counsel, together with the date, place and
time of the regular meetings of the Boards.

District Nos. 1 and 2

Jon R. Lee President 2500 Arapahoe Ave., #220, Boulder, CO 80302, (303) 442-2299
Jessica Brothers Treasurer, 2500 Arapahoe Ave., #220, Boulder, CO 80302, (303) 442-2299
Secretary

Vacancy
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Vacancy

Vacancy

District No. 3

Jon R. Lee President 2500 Arapahoe Ave., #220, Boulder, CO 80302, (303) 442-2299

Jessica Brothers Treasurer, 2500 Arapahoe Ave., #220, Boulder, CO 80302, (303) 442-2299
Secretary

Jason Boggess Director 2500 Arapahoe Ave., #220, Boulder, CO 80302, (303) 442-2299

Vacancy

Vacancy

Regular meetings are scheduled for the fourth Thursday of April and October at 2:30 p.m. at 2500
Arapahoe Avenue, Suite 220, Boulder, CO and/or via Zoom teleconference.

Chief Admin. Officer — None

General Legal Counsel — WBA PC; 2154 E. Commons Avenue, Suite 2000, Centennial, CO 80122;

303-858-1800
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EXHIBIT A
2026 Budgets
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RESOLUTION
ADOPTING BUDGET, AND APPROPRIATING SUMS OF MONEY
AND CERTIFYING MILL LEVIES FOR THE CALENDAR YEAR 2026

The Board of Directors of Morgan Hill Metropolitan District No. 1 (the “Board”), Town
of Erie, Weld County, Colorado (the “District”), held a regular meeting, via teleconference on

October 23, 2025, at the hour of 2:30 p.m.

Prior to the meeting, each of the directors was notified of the date, time, and place of the
budget meeting and the purpose for which it was called, and a notice of the meeting was posted or

published in accordance with § 29-1-106, C.R.S.

[Remainder of Page Intentionally Left Blank]
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NOTICE AS TO PROPOSED 2026 BUDGET

1130.0015; Q6RSSS5ZAJDU-1711910839-59228



NOTICE OF PUBLIC HEARING %;HE PROPOSED 2026 BUDGET
NOTICE OF PUBLIC HEARING ON THE AMENDED 2025 BUDGET

The Board of Directors (the “Board™) of MORGAN HILL METRO-
POLITAN DISTRICT NOS. 1-3 (collectively the “District™), will hod a
gubllc hearing at via teleconference on October 23, 2026, at

" to consider adoption of the District's proposed 2026 bu d

dsa ), and, if necessary, adoption of an a.mend-

ment to the 2025 budget (the “Amended Budfﬂ ). The public hear-
ing may be joined using the following teleconference information:

(ﬂ
28

Zoom Meetin: Llnk
https://us06web.zo
us/j/8588671 1234?&wd-ep1xf89u geEm:BonTOJ pPIUOIT3APSr.1

as e: 573424
Call In Numbers: 1(720) 707-2699 or 1(719) 359-4580

sed Budget and Amended Budget are available for in-
spectlon b e public at the ofﬁces of CliftonLarsonAllen, LLP, 2001
16th St Suite 1700, Denver, CO 80202.
Any interested elector of the District may file any objections
the Proposed Budget and Amended Budget at any time prior to ‘ahe
ﬂnal ion of the Proposed Budget or the Amended Budget by

obtained at
ttrs_[[morganhiﬁmetrodgt‘ﬁcts.specmldlstncl nrg{dlst%’t_._-_}_ or by
ing (303) 858-1801
» BY ORDER OF THE BOARD OF DIRECTORS:
MORGAN HILL METROPOLITAN DISTRICT NOS.
1-3, a quasi-municipal corporation and political
subdivision of the State of Colorado

/s/ WBA, PC
Attorneys at Law

Published: Colorade Hometown Weekly October 1, 2025 - 2135492

Prairie Mountain Media, LLC

PUBLISHER’S AFFIDAVIT

County of Boulder
State of Colorado

The undersigned, _Agent , being first duly sworn
under oath, states and affirms as follows:

1. Helshe is the legal Advertising Reviewer of
Prairie Mountain Media LLC, publisher of the
Colorado Hometown.

2. The Colorado Hometown is a newspaper
of general circulation that has been published
continuously and without interruption for at least
fifty-two weeks in Boulder County and
meets the legal requisites for a legal newspaper
under Colo, Rev, Stat. 24-70-103.

3. The notice that is attached hereto is a true copy,
published in the Colorado Hometown
in Boulder County on the following date(s):

Oct 1, 2025

Su?-}:ﬁbed and s to me before me this
[$F s DOLDOOF ZQ?g

Notary Public
SHAYLA NAJERA
NOTARY PUBLIC
STATE OF COLORADO
(sEAL) NOTARY ID 20174031965
MY COMMISSION EXPIRES JULY 31, 2029

Account: 1051175
Ad Number: 2135492
Fee: $54.12



WHEREAS, the Board has appointed its accountant to prepare and submit a proposed

budget to the Board in accordance with Colorado law; and

WHEREAS, the proposed budget has been submitted to the Board for its review and

consideration; and

WHEREAS, upon due and proper notice, provided in accordance with Colorado law, said
proposed budget was available for inspection by the public at a designated place, a public hearing
was held and interested electors of the District were provided a public comment period and given
the opportunity to file any objections to the proposed budget prior to the final adoption of the
budget by the Board.

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD AS FOLLOWS:

Section 1. Adoption of Budget. The budget attached hereto and incorporated herein is

approved and adopted as the budget of the District for fiscal year 2026. In the event of
recertification of values by the County Assessor’s Office after the date of adoption hereof, staff is
hereby directed to modify and/or adjust the budget and certification to reflect the recertification
without the need for additional Board authorization. Any such modification to the budget or

certification as contemplated by this Section 1 shall be deemed ratified by the Board.

Section 2. Levy of Property Taxes. The Board does hereby certify the levy of property

taxes for collection in 2026 as more specifically set out in the budget attached hereto.

Section 3. Mill Levy Adjustment. When developing the attached budget, consideration
was given to any changes in the method of calculating assessed valuation, including any changes
to the assessment ratios, or any constitutionally mandated tax credit, cut, or abatement, as
authorized in the District’s service plan. The Board hereby determines in good faith (such
determination to be binding and final), that to the extent possible, the adjustments to the mill levies
made to account for changes in Colorado law described in the prior sentence, and the actual tax
revenues generated by the mill levies, are neither diminished nor enhanced as a result of those

changes.
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Section 4. Certification to County Commissioners. The Board directs its legal counsel,

manager, accountant, or other designee to certify to the Board of County Commissioners of Weld
County, Colorado the mill levies for the District as set forth herein. Such certification shall be in

compliance with the requirements of Colorado law.

Section 5. Appropriations. The amounts set forth as expenditures in the budget attached

hereto are hereby appropriated from the revenue of each fund for the purposes stated.

Section 6. Filing of Budget and Budget Message. The Board hereby directs its legal

counsel, manager, or other designee to file a certified copy of the adopted budget resolution, the
budget and budget message with the Division of Local Government by January 30 of the ensuing

year.

Section 7. Budget Certification. The budget shall be certified by a member of the District,

or a person appointed by the District, and made a part of the public records of the District.

[Remainder of Page Intentionally Left Blank]
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ADOPTED OCTOBER 23, 2025.

DISTRICT:

MORGAN HILL METROPOLITAN DISTRICT
NO. 1, quasi-municipal corporations and political
subdivisions of the State of Colorado

Jon R Lee

By' Jon R Lee (Nov 17,2025 12:43:19 MST)

Officer of the District

ATTEST:

By:W Buottn

STATE OF COLORADO
COUNTY OF WELD
MORGAN HILL METROPOLITAN DISTRICT NO. 1

I hereby certify that the foregoing resolution constitutes a true and correct copy of the
record of proceedings of the Board adopted by a majority of the Board at a District meeting held

via teleconference on Thursday, October 23, 2025, as recorded in the official record of the
proceedings of the District.

IN WITNESS WHEREOF, I have hereunto subscribed my name this 23rdday of October,

2025.
W Bretter”

Signature

[Signature page to Resolution Adopting Budget, and Appropriating Sums of Money
and Certifying Mill Levies for the Calendar Year 2026]
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EXHIBIT A

BUDGET DOCUMENT

BUDGET MESSAGE



MORGAN HILL METROPOLITAN DISTRICT NO. 1
ANNUAL BUDGET

FOR THE YEAR ENDING DECEMBER 31, 2026



MORGAN HILL METROPOLITAN DISTRICT NO. 1

SUMMARY
2026 BUDGET

WITH 2024 ACTUAL AND 2025 ESTIMATED
For the Years Ended and Ending December 31,

12/1/25
ACTUAL ESTIMATED BUDGET
2024 2025 2026
BEGINNING FUND BALANCES $ 69,458 $ 144,901 $ 149,868
REVENUES
Property taxes 463,343.00 436,000 442,948
Specific ownership taxes 16,779 19,155 17,718
Interest income 24,293 9,500 5,000
Other revenue - - 1,734
Total revenues 504,415 464,655 467,400
Total funds available 573,873 609,556 617,268
EXPENDITURES
General Fund 428,972 459,688 110,000
Debt Service Fund - - 365,000
Total expenditures 428,972 459,688 475,000
Total expenditures and transfers out
requiring appropriation 428,972 459,688 475,000
ENDING FUND BALANCES $ 144901 $ 149,868 $ 142,268
EMERGENCY RESERVE $ 5,000 $ 3,600 $ 3,100
AVAILABLE FOR OPERATIONS 139,901 146,268 139,168
TOTAL RESERVE $ 144901 $ 149,868 $ 142,268

See summary of significant assumptions.
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MORGAN HILL METROPOLITAN DISTRICT NO. 1
PROPERTY TAX SUMMARY INFORMATION

2026 BUDGET

WITH 2024 ACTUAL AND 2025 ESTIMATED
For the Years Ended and Ending December 31,

ASSESSED VALUATION
Residential
Commercial
State assessed
Vacant land
Oil and gas

Certified Assessed Value

MILL LEVY
General
Debt Service

Total mill levy

PROPERTY TAXES
General
Debt Service

Levied property taxes
Adjustments to actual/rounding

Budgeted property taxes

BUDGETED PROPERTY TAXES
General
Debt Service

12/1/25

ACTUAL | ESTIMATED || BUDGET

2024 2025 2026
$ 6,171,500 $ 6278250 $ 6,522,060
450 620 950
80,270 79,070 103,020
346,710 305,980 60,830
679,960 226,630 362,740
$ 7,278,800 $ 6,890,550 $ 7,049,600
19.102 13.457 13.285
44,571 49.818 49.548
63.673 63.275 62.833
$ 139,041 $ 92726 $ 93,654
324,427 343,274 349,294
463,468 436,000 442,948
(125) - -
$ 463343 $ 436,000 $ 442,948
$ 139,004 $ 92725 §$ 93,654
324,339 343,275 349,294
$ 463,343 $ 436,000 $ 442,948

See summary of significant assumptions.
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MORGAN HILL METROPOLITAN DISTRICT NO. 1

GENERAL FUND
2026 BUDGET

WITH 2024 ACTUAL AND 2025 ESTIMATED
For the Years Ended and Ending December 31,

BEGINNING FUND BALANCES

REVENUES
Property taxes
Specific ownership taxes
Interest income

Total revenues
Total funds available

EXPENDITURES
General and administrative

Accounting
Auditing
County Treasurer's Fee
Directors' fees
Dues and memberships
Insurance
District management
Legal
Miscellaneous
Election
Contingency
Transfers to District No. 3

Total expenditures

Total expenditures and transfers out

requiring appropriation
ENDING FUND BALANCES

EMERGENCY RESERVE
AVAILABLE FOR OPERATIONS
TOTAL RESERVE

12/1/25
ACTUAL || ESTIMATED | BUDGET
2024 2025 2026

$ 69458 $ 144,901 $ 149,868
463,343 436,000 93,654

16,779 19,155 3,746
24,293 9,500 5,000
504,415 464,655 102,400
573,873 609,556 252,268
40,585 39,000 40,000
6,800 7,314 8,000
7,189 6,544 1,405

40 40 40
1,827 3,259 4,000
14,057 25,652 28,500
2,473 5,000 5,500
16,789 13,000 15,000
2,094 1,000 2,000

- 5,471 -

- - 5,555
337,118 353,408 -
428,972 459,688 110,000
428,972 459,688 110,000

$ 144901 $ 149,868 $ 142,268

$ 5,000 $ 3,600 $ 3,100
139,901 146,268 139,168

$ 144901 $ 149,868 $ 142,268

See summary of significant assumptions.
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MORGAN HILL METROPOLITAN DISTRICT NO. 1
DEBT SERVICE FUND

2026 BUDGET

WITH 2024 ACTUAL AND 2025 ESTIMATED
For the Years Ended and Ending December 31,

BEGINNING FUND BALANCES

REVENUES
Property taxes
Specific ownership taxes
Other revenue

Total revenues
Total funds available

EXPENDITURES
General and administrative
County Treasurer's Fee
Contingency
Transfers to District No. 3

Total expenditures

Total expenditures and transfers out

requiring appropriation

ENDING FUND BALANCES

12/1/25

ACTUAL
2024

ESTIMATED
2025

BUDGET
2026

349,294
13,972
1,734

365,000

365,000

5,239
1,734
358,027

365,000

365,000

See summary of significant assumptions.
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MORGAN HILL METROPOLITAN DISTRICT NO. 1
2026 BUDGET
SUMMARY OF SIGNIFICANT ASSUMPTIONS

Services Provided

In accordance with its Service Plan, Morgan Hill Metropolitan District No. 1 (the “District”) was formed to
provide for the planning, design, acquisition, construction, installation, redevelopment, maintenance and
financing of the public improvements for a portion of the property known as “Morgan Hill,” which is located
in Erie, Colorado. Such public improvements include, but are not limited to, streets, traffic and safety
controls, water, storm and sanitary sewer, utilities and parks and recreation improvements.

The Service Plan, as amended in 2017, permits the District to impose a maximum mill levy on the taxable
property within its boundaries as a primary source of revenue for the construction and maintenance of
public improvements, repayment of debt and operational costs. The Service Plan also provides a
combined total debt issuance limitation in an aggregate principal amount not to exceed $35,000,000 for
Morgan Hill Metropolitan District Nos. 1, 2 and 3.

The District has no employees and all operations and administrative functions are contracted.

The District prepares its budget on the modified accrual basis of accounting in accordance with the
requirements of Colorado Revised Statutes C.R.S. 29-1-105 using its best estimates as of the date of
the budget hearing. These estimates are based on expected conditions and its expected course of
actions. The assumptions disclosed herein are those that the District believes are significant to the
budget. There will usually be differences between the budget and actual results because events and
circumstances frequently do not occur as expected, and those differences may be material.

Revenues
Property Taxes

Property taxes are levied by the District’s Board of Directors. The levy is based on assessed valuations
determined by the County Assessor generally as of January 1 of each year. 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. The taxes are payable by April or, if in equal installments, at the taxpayer’s
election, in February and June. Delinquent taxpayers are notified in August and generally sales of the tax
liens on delinquent properties are held in November or December. The County Treasurer remits the taxes
collected monthly to the District.

For property tax collection year 2026, HB24B-1001 set the assessment rates as follows:

Category Rate Category Rate
Single-Family Residential | 6.25% Agricultural Land 27.00%
Multi-Family Residential 6.25% Renewable Energy Land | 27.00%
Commercial 27.00% Vacant Land 27.00%
Industrial 27.00% Personal Property 27.00%
Lodging 27.00% State Assessed 27.00%
Oil & Gas Production 87.50%




MORGAN HILL METROPOLITAN DISTRICT NO. 1
2026 BUDGET
SUMMARY OF SIGNIFICANT ASSUMPTIONS
Revenues - (continued)

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 budget assumes that the District’'s share will be
equal to approximately 4.00% of the property taxes collected.
Interest Income
Interest earned on the District’s available funds has been estimated based on an average interest rate of
approximately 4.00%.

Expenditures

General and Administrative

General and administrative expenditures include the services necessary to maintain the District's
administrative viability such as legal, accounting, insurance, and other administrative expenses.

Intergovernmental Transfers

The District is obligated to impose a mill levy which will be sufficient to promptly and fully pay amounts to
Morgan Hill Metropolitan District No. 3 (“District No. 3). The District is required to remit property taxes
derived from such mill levy, together with specific ownership taxes applicable to property within the District
less County Treasurer Fees, to District No. 3. The District anticipates transferring funds to District No. 3,
as shown in the Debt Service Fund budget for payments on Bonds.

Debt and Leases

The District has no debt or leases.

Reserves
Emergency Reserve

The District has provided for an emergency reserve fund equal to at least 3% of fiscal year spending as
defined under TABOR.

This information is an integral part of the accompanying budget.



RESOLUTION
ADOPTING BUDGET, AND APPROPRIATING SUMS OF MONEY
AND CERTIFYING MILL LEVIES FOR THE CALENDAR YEAR 2026

The Board of Directors of Morgan Hill Metropolitan District No. 2 (the “Board”), Town
of Erie, Weld County, Colorado (the “District”), held a regular meeting, via teleconference on

October 23, 2025, at the hour of 2:30 p.m.

Prior to the meeting, each of the directors was notified of the date, time, and place of the
budget meeting and the purpose for which it was called, and a notice of the meeting was posted or

published in accordance with § 29-1-106, C.R.S.

[Remainder of Page Intentionally Left Blank]
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NOTICE AS TO PROPOSED 2026 BUDGET
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NOTICE OF PUBLIC HEARING %;HE PROPOSED 2026 BUDGET
NOTICE OF PUBLIC HEARING ON THE AMENDED 2025 BUDGET

The Board of Directors (the “Board™) of MORGAN HILL METRO-
POLITAN DISTRICT NOS. 1-3 (collectively the “District™), will hod a
gubllc hearing at via teleconference on October 23, 2026, at

" to consider adoption of the District's proposed 2026 bu d

dsa ), and, if necessary, adoption of an a.mend-

ment to the 2025 budget (the “Amended Budfﬂ ). The public hear-
ing may be joined using the following teleconference information:

(ﬂ
28

Zoom Meetin: Llnk
https://us06web.zo
us/j/8588671 1234?&wd-ep1xf89u geEm:BonTOJ pPIUOIT3APSr.1

as e: 573424
Call In Numbers: 1(720) 707-2699 or 1(719) 359-4580

sed Budget and Amended Budget are available for in-
spectlon b e public at the ofﬁces of CliftonLarsonAllen, LLP, 2001
16th St Suite 1700, Denver, CO 80202.
Any interested elector of the District may file any objections
the Proposed Budget and Amended Budget at any time prior to ‘ahe
ﬂnal ion of the Proposed Budget or the Amended Budget by

obtained at
ttrs_[[morganhiﬁmetrodgt‘ﬁcts.specmldlstncl nrg{dlst%’t_._-_}_ or by
ing (303) 858-1801
» BY ORDER OF THE BOARD OF DIRECTORS:
MORGAN HILL METROPOLITAN DISTRICT NOS.
1-3, a quasi-municipal corporation and political
subdivision of the State of Colorado

/s/ WBA, PC
Attorneys at Law

Published: Colorade Hometown Weekly October 1, 2025 - 2135492

Prairie Mountain Media, LLC

PUBLISHER’S AFFIDAVIT

County of Boulder
State of Colorado

The undersigned, _Agent , being first duly sworn
under oath, states and affirms as follows:

1. Helshe is the legal Advertising Reviewer of
Prairie Mountain Media LLC, publisher of the
Colorado Hometown.

2. The Colorado Hometown is a newspaper
of general circulation that has been published
continuously and without interruption for at least
fifty-two weeks in Boulder County and
meets the legal requisites for a legal newspaper
under Colo, Rev, Stat. 24-70-103.

3. The notice that is attached hereto is a true copy,
published in the Colorado Hometown
in Boulder County on the following date(s):

Oct 1, 2025

Su?-}:ﬁbed and s to me before me this
[$F s DOLDOOF ZQ?g

Notary Public
SHAYLA NAJERA
NOTARY PUBLIC
STATE OF COLORADO
(sEAL) NOTARY ID 20174031965
MY COMMISSION EXPIRES JULY 31, 2029

Account: 1051175
Ad Number: 2135492
Fee: $54.12



WHEREAS, the Board has appointed its accountant to prepare and submit a proposed

budget to the Board in accordance with Colorado law; and

WHEREAS, the proposed budget has been submitted to the Board for its review and

consideration; and

WHEREAS, upon due and proper notice, provided in accordance with Colorado law, said
proposed budget was available for inspection by the public at a designated place, a public hearing
was held and interested electors of the District were provided a public comment period and given
the opportunity to file any objections to the proposed budget prior to the final adoption of the
budget by the Board.

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD AS FOLLOWS:

Section 1. Adoption of Budget. The budget attached hereto and incorporated herein is

approved and adopted as the budget of the District for fiscal year 2026. In the event of
recertification of values by the County Assessor’s Office after the date of adoption hereof, staff is
hereby directed to modify and/or adjust the budget and certification to reflect the recertification
without the need for additional Board authorization. Any such modification to the budget or

certification as contemplated by this Section 1 shall be deemed ratified by the Board.

Section 2. Levy of Property Taxes. The Board does hereby certify the levy of property

taxes for collection in 2026 as more specifically set out in the budget attached hereto.

Section 3. Mill Levy Adjustment. When developing the attached budget, consideration
was given to any changes in the method of calculating assessed valuation, including any changes
to the assessment ratios, or any constitutionally mandated tax credit, cut, or abatement, as
authorized in the District’s service plan. The Board hereby determines in good faith (such
determination to be binding and final), that to the extent possible, the adjustments to the mill levies
made to account for changes in Colorado law described in the prior sentence, and the actual tax
revenues generated by the mill levies, are neither diminished nor enhanced as a result of those

changes.
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Section 4. Certification to County Commissioners. The Board directs its legal counsel,

manager, accountant, or other designee to certify to the Board of County Commissioners of Weld
County, Colorado the mill levies for the District as set forth herein. Such certification shall be in

compliance with the requirements of Colorado law.

Section 5. Appropriations. The amounts set forth as expenditures in the budget attached

hereto are hereby appropriated from the revenue of each fund for the purposes stated.

Section 6. Filing of Budget and Budget Message. The Board hereby directs its legal

counsel, manager, or other designee to file a certified copy of the adopted budget resolution, the
budget and budget message with the Division of Local Government by January 30 of the ensuing

year.

Section 7. Budget Certification. The budget shall be certified by a member of the District,

or a person appointed by the District, and made a part of the public records of the District.

[Remainder of Page Intentionally Left Blank]
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ADOPTED OCTOBER 23, 2025.

DISTRICT:

MORGAN HILL METROPOLITAN DISTRICT
NO. 2, quasi-municipal corporations and political
subdivisions of the State of Colorado

Jon R Lee

By. JonR Lee (Nov 17,2025 12:43:19 MST)

Officer of the District

ATTEST:

By: W@w‘w

STATE OF COLORADO
COUNTY OF WELD
MORGAN HILL METROPOLITAN DISTRICT NO. 2

I hereby certify that the foregoing resolution constitutes a true and correct copy of the
record of proceedings of the Board adopted by a majority of the Board at a District meeting held

via teleconference on Thursday, October 23, 2025, as recorded in the official record of the
proceedings of the District.

IN WITNESS WHEREOF, I have hereunto subscribed my name this 23y4day of October,

2025.
W@ Bt

Signature

[Signature page to Resolution Adopting Budget, and Appropriating Sums of Money
and Certifying Mill Levies for the Calendar Year 2026]
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MORGAN HILL METROPOLITAN DISTRICT NO. 2
ANNUAL BUDGET

FOR THE YEAR ENDING DECEMBER 31, 2026



MORGAN HILL METROPOLITAN DISTRICT NO. 2
PROPERTY TAX SUMMARY INFORMATION

2026 BUDGET

WITH 2024 ACTUAL AND 2025 ESTIMATED
For the Years Ended and Ending December 31,

ASSESSED VALUATION
Residential
Commercial
State assessed
Vacant land
Oil and Gas

Certified Assessed Value

MILL LEVY
Debt Service

Total mill levy

PROPERTY TAXES
Debt Service

Levied property taxes
Adjustments to actual/rounding
Refunds and abatements

Budgeted property taxes

BUDGETED PROPERTY TAXES
Debt Service

12/1/25
ACTUAL | ESTIMATED | BUDGET
2024 2025 2026
$ 3,935440 $ 6,231,330 $ 6,207,990
- 490 880
57,120 55,300 82,420
193,860 440 430
7,347,980 3,881,750 3,156,070
$ 11,534,400 $ 10,169,310 $ 9,447,790
61.737 58.847 59.065
61.737 58.847 59.065
$ 712099 $ 598433 $ 558,034
712,099 598,433 558,034
(15,327) 1 -
(990) - -
$ 695782 $ 598434 $ 558,034
$ 695782 $ 598434 $ 558,034
$ 695782 $ 598434 $ 558,034

See summary of significant assumptions.

1




MORGAN HILL METROPOLITAN DISTRICT NO. 2

GENERAL FUND
2026 BUDGET

WITH 2024 ACTUAL AND 2025 ESTIMATED
For the Years Ended and Ending December 31,

12/1/25
ACTUAL ESTIMATED BUDGET
2024 2025 2026
BEGINNING FUND BALANCES $ 50,278 $ 63,670 -
REVENUES
Property taxes 695,782 598,434 558,034
Specific ownership taxes 25,780 26,291 22,321
Interest income 13,506 6,000 2,500
Other revenue - 2,605 2,145
Total revenues 735,068 633,330 585,000
Total funds available 785,346 697,000 585,000
EXPENDITURES
General and administrative
County Treasurer's Fee 10,668 8,977 8,371
Contingency - 2,605 2,145
Transfers to District No. 3 711,008 685,418 574,484
Total expenditures 721,676 697,000 585,000
Total expenditures and transfers out
requiring appropriation 721,676 697,000 585,000
ENDING FUND BALANCES $ 63,670 $ - -
EMERGENCY RESERVE $ 500 $ - -
AVAILABLE FOR OPERATIONS 63,170 - -
TOTAL RESERVE $ 63,670 $ - -

See summary of significant assumptions.
2




MORGAN HILL METROPOLITAN DISTRICT NO. 2
2026 BUDGET
SUMMARY OF SIGNIFICANT ASSUMPTIONS

Services Provided

In accordance with its Service Plan, Morgan Hill Metropolitan District No. 2 (the “District”) was formed to
provide for the planning, design, acquisition, construction, installation, redevelopment, maintenance and
financing of the public improvements for a portion of the property known as “Morgan Hill,” which is located
in Erie, Colorado. Such public improvements include, but are not limited to, streets, traffic and safety
controls, water, storm and sanitary sewer, utilities and parks and recreation improvements.

The Service Plan, as amended in 2017, permits the District to impose a maximum mill levy on the taxable
property within its boundaries as a primary source of revenue for the construction and maintenance of
public improvements, repayment of debt and operational costs. The Service Plan also provides a
combined total debt issuance limitation in an aggregate principal amount not to exceed $35,000,000 for
Morgan Hill Metropolitan District Nos. 1, 2 and 3.

The District has no employees and all operations and administrative functions are contracted.

The District prepares its budget on the modified accrual basis of accounting in accordance with the
requirements of Colorado Revised Statutes C.R.S. 29-1-105 using its best estimates as of the date of
the budget hearing. These estimates are based on expected conditions and its expected course of
actions. The assumptions disclosed herein are those that the District believes are significant to the
budget. There will usually be differences between the budget and actual results because events and
circumstances frequently do not occur as expected, and those differences may be material.

Revenues
Property Taxes

Property taxes are levied by the District’'s Board of Directors. The levy is based on assessed valuations
determined by the County Assessor generally as of January 1 of each year. 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. The taxes are payable by April or, if in equal installments, at the taxpayer’s
election, in February and June. Delinquent taxpayers are notified in August and generally sales of the tax
liens on delinquent properties are held in November or December. The County Treasurer remits the taxes
collected monthly to the District.

For property tax collection year 2026, HB24B-1001 set the assessment rates as follows:

Category Rate Category Rate
Single-Family Residential | 6.25% Agricultural Land 27.00%
Multi-Family Residential 6.25% Renewable Energy Land | 27.00%
Commercial 27.00% Vacant Land 27.00%
Industrial 27.00% Personal Property 27.00%
Lodging 27.00% State Assessed 27.00%
Oil & Gas Production 87.50%




MORGAN HILL METROPOLITAN DISTRICT NO. 2
2026 BUDGET
SUMMARY OF SIGNIFICANT ASSUMPTIONS
Revenues - (continued)

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 budget assumes that the District’'s share will be
equal to approximately 4.00% of the property taxes collected.

Interest Income

Interest earned on the District’s available funds has been estimated based on an average interest rate of
approximately 4.00%.

Expenditures
Intergovernmental Transfers
The District is obligated to impose a mill levy which will be sufficient to promptly and fully pay amounts to
Morgan Hill Metropolitan District No. 3 (“District No. 3). The District is required to remit property taxes
derived from such mill levy, together with specific ownership taxes applicable to property within the District
less County Treasurer Fees, to District No. 3. The District anticipates transferring funds to District No. 3,
as shown in the Debt Service budget for payments on Bonds.

Debt and Leases

The District has no debt or leases.

Reserves
Emergency Reserve

The District has provided for an emergency reserve fund equal to at least 3% of fiscal year spending as
defined under TABOR.

This information is an integral part of the accompanying budget.



RESOLUTION
ADOPTING BUDGET, AND APPROPRIATING SUMS OF MONEY
AND CERTIFYING MILL LEVIES FOR THE CALENDAR YEAR 2026

The Board of Directors of Morgan Hill Metropolitan District No. 3 (the “Board”), Town
of Erie, Weld County, Colorado (the “District”), held a regular meeting, via teleconference on

October 23, 2025, at the hour of 2:30 p.m.

Prior to the meeting, each of the directors was notified of the date, time, and place of the
budget meeting and the purpose for which it was called, and a notice of the meeting was posted or

published in accordance with § 29-1-106, C.R.S.

[Remainder of Page Intentionally Left Blank]
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NOTICE AS TO PROPOSED 2026 BUDGET
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NOTICE OF PUBLIC HEARING %;HE PROPOSED 2026 BUDGET
NOTICE OF PUBLIC HEARING ON THE AMENDED 2025 BUDGET

The Board of Directors (the “Board™) of MORGAN HILL METRO-
POLITAN DISTRICT NOS. 1-3 (collectively the “District™), will hod a
gubllc hearing at via teleconference on October 23, 2026, at

" to consider adoption of the District's proposed 2026 bu d

dsa ), and, if necessary, adoption of an a.mend-

ment to the 2025 budget (the “Amended Budfﬂ ). The public hear-
ing may be joined using the following teleconference information:

(ﬂ
28

Zoom Meetin: Llnk
https://us06web.zo
us/j/8588671 1234?&wd-ep1xf89u geEm:BonTOJ pPIUOIT3APSr.1

as e: 573424
Call In Numbers: 1(720) 707-2699 or 1(719) 359-4580

sed Budget and Amended Budget are available for in-
spectlon b e public at the ofﬁces of CliftonLarsonAllen, LLP, 2001
16th St Suite 1700, Denver, CO 80202.
Any interested elector of the District may file any objections
the Proposed Budget and Amended Budget at any time prior to ‘ahe
ﬂnal ion of the Proposed Budget or the Amended Budget by

obtained at
ttrs_[[morganhiﬁmetrodgt‘ﬁcts.specmldlstncl nrg{dlst%’t_._-_}_ or by
ing (303) 858-1801
» BY ORDER OF THE BOARD OF DIRECTORS:
MORGAN HILL METROPOLITAN DISTRICT NOS.
1-3, a quasi-municipal corporation and political
subdivision of the State of Colorado

/s/ WBA, PC
Attorneys at Law

Published: Colorade Hometown Weekly October 1, 2025 - 2135492

Prairie Mountain Media, LLC

PUBLISHER’S AFFIDAVIT

County of Boulder
State of Colorado

The undersigned, _Agent , being first duly sworn
under oath, states and affirms as follows:

1. Helshe is the legal Advertising Reviewer of
Prairie Mountain Media LLC, publisher of the
Colorado Hometown.

2. The Colorado Hometown is a newspaper
of general circulation that has been published
continuously and without interruption for at least
fifty-two weeks in Boulder County and
meets the legal requisites for a legal newspaper
under Colo, Rev, Stat. 24-70-103.

3. The notice that is attached hereto is a true copy,
published in the Colorado Hometown
in Boulder County on the following date(s):

Oct 1, 2025

Su?-}:ﬁbed and s to me before me this
[$F s DOLDOOF ZQ?g

Notary Public
SHAYLA NAJERA
NOTARY PUBLIC
STATE OF COLORADO
(sEAL) NOTARY ID 20174031965
MY COMMISSION EXPIRES JULY 31, 2029

Account: 1051175
Ad Number: 2135492
Fee: $54.12



WHEREAS, the Board has appointed its accountant to prepare and submit a proposed

budget to the Board in accordance with Colorado law; and

WHEREAS, the proposed budget has been submitted to the Board for its review and

consideration; and

WHEREAS, upon due and proper notice, provided in accordance with Colorado law, said
proposed budget was available for inspection by the public at a designated place, a public hearing
was held and interested electors of the District were provided a public comment period and given
the opportunity to file any objections to the proposed budget prior to the final adoption of the
budget by the Board.

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD AS FOLLOWS:

Section 1. Adoption of Budget. The budget attached hereto and incorporated herein is

approved and adopted as the budget of the District for fiscal year 2026. In the event of
recertification of values by the County Assessor’s Office after the date of adoption hereof, staff is
hereby directed to modify and/or adjust the budget and certification to reflect the recertification
without the need for additional Board authorization. Any such modification to the budget or

certification as contemplated by this Section 1 shall be deemed ratified by the Board.

Section 2. Levy of Property Taxes. The Board does hereby certify the levy of property

taxes for collection in 2026 as more specifically set out in the budget attached hereto.

Section 3. Mill Levy Adjustment. When developing the attached budget, consideration
was given to any changes in the method of calculating assessed valuation, including any changes
to the assessment ratios, or any constitutionally mandated tax credit, cut, or abatement, as
authorized in the District’s service plan. The Board hereby determines in good faith (such
determination to be binding and final), that to the extent possible, the adjustments to the mill levies
made to account for changes in Colorado law described in the prior sentence, and the actual tax
revenues generated by the mill levies, are neither diminished nor enhanced as a result of those

changes.
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Section 4. Certification to County Commissioners. The Board directs its legal counsel,

manager, accountant, or other designee to certify to the Board of County Commissioners of Weld
County, Colorado the mill levies for the District as set forth herein. Such certification shall be in

compliance with the requirements of Colorado law.

Section 5. Appropriations. The amounts set forth as expenditures in the budget attached

hereto are hereby appropriated from the revenue of each fund for the purposes stated.

Section 6. Filing of Budget and Budget Message. The Board hereby directs its legal

counsel, manager, or other designee to file a certified copy of the adopted budget resolution, the
budget and budget message with the Division of Local Government by January 30 of the ensuing

year.

Section 7. Budget Certification. The budget shall be certified by a member of the District,

or a person appointed by the District, and made a part of the public records of the District.

[Remainder of Page Intentionally Left Blank]
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ADOPTED OCTOBER 23, 2025.

DISTRICT:

MORGAN HILL METROPOLITAN DISTRICT
NO. 3, quasi-municipal corporations and political
subdivisions of the State of Colorado

Jon R Lee

y' Jon R Lee (Nov 17, 2025 12:43:19 MST)

Officer of the District

ATTEST:

By: g%@ Buettn

STATE OF COLORADO
COUNTY OF WELD
MORGAN HILL METROPOLITAN DISTRICT NO. 3

I hereby certify that the foregoing resolution constitutes a true and correct copy of the
record of proceedings of the Board adopted by a majority of the Board at a District meeting held

via teleconference on Thursday, October 23, 2025, as recorded in the official record of the
proceedings of the District.

IN WITNESS WHEREOF, I have hereunto subscribed my name this 23rd day of October,

2025.
W Brotter

Signature

[Signature page to Resolution Adopting Budget, and Appropriating Sums of Money
and Certifying Mill Levies for the Calendar Year 2026]
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EXHIBIT A

BUDGET DOCUMENT

BUDGET MESSAGE



MORGAN HILL METROPOLITAN DISTRICT NO. 3
ANNUAL BUDGET

FOR THE YEAR ENDING DECEMBER 31, 2026



MORGAN HILL METROPOLITAN DISTRICT NO. 3
PROPERTY TAX SUMMARY INFORMATION

2026 BUDGET

WITH 2024 ACTUAL AND 2025 ESTIMATED
For the Years Ended and Ending December 31,

ASSESSED VALUATION
Residential
Commercial
Agricultural
State assessed
Vacant land
Oil and Gas

Certified Assessed Value

MILL LEVY
Debt Service

Total mill levy

PROPERTY TAXES
Debt Service

Levied property taxes
Adjustments to actual/rounding
Refunds and abatements

Budgeted property taxes

BUDGETED PROPERTY TAXES
Debt Service

12/1/25
ACTUAL ESTIMATED BUDGET
2024 2025 2026
$ 41,090 $ 6,155,060 $ 9,061,150
160 - 530
10 10 10
24,630 32,310 65,280
1,934,220 503,540 20
14,903,750 8,545,900 6,054,060
$ 16,903,860 $ 15,236,820 $ 15,181,050
59.467 56.008 58.213
59.467 56.008 58.213
$ 1,005222 $ 853,384 § 883,734
1,005,222 853,384 883,734
(16,348) - -
- (578) -
$ 988,874 % 852,806 % 883,734
$ 988,874 $ 852,806 $ 883,734
$ 988,874 $ 852,806 $ 883,734

See summary of significant assumptions.
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MORGAN HILL METROPOLITAN DISTRICT NO. 3
GENERAL FUND

2026 BUDGET

WITH 2024 ACTUAL AND 2025 ESTIMATED
For the Years Ended and Ending December 31,

BEGINNING FUND BALANCES

REVENUES

Property taxes

Specific ownership taxes
Interest income

Transfers from District No. 1
Transfers from District No. 2
Other revenue

Total revenues

Total funds available

EXPENDITURES

General, administrative, and operations
Construction management
County Treasurer's fee
Landscaping
Letter of Credit expense
Contingency

Debt service
Bond interest - Series 2021A
Bond principal - Series 2021A
Bond interest - Series 2021B
Bond interest - Series 2021C
Bond principal - Series 2021C
Paying agent fees

Capital projects
Capital outlay

Total expenditures

Total expenditures and transfers out

requiring appropriation

ENDING FUND BALANCES

EMERGENCY RESERVE
DEBT SERVICE RESERVE FUND - 2021A
PUBLIC IMPROVEMENTS WARRANTY

AVAILABLE

FOR OPERATIONS

TOTAL RESERVE

See summary of significant assumptions.

2

12/1/25
ACTUAL ESTIMATED BUDGET
2024 2025 2026

$ 3,709414 $ 2,519,557 $ 2,373,516
988,874 852,806 883,734
36,391 37,491 35,349
166,925 110,000 52,500
337,118 353,408 358,027
711,008 685,418 574,484
12,064 - -
2,252,380 2,039,123 1,904,094
5,961,794 4,558,680 4,277,610
75,353 61,000 -
14,834 12,794 13,256
8,970 - -
10,757 20,623 -
- - 1,283
752,250 752,250 751,650
- 20,000 220,000
223,629 380,000 1,200,000
269,484 718,035 556,811
1,100,746 - -
7,000 7,000 7,000
979,214 213,462 50,000
3,442,237 2,185,164 2,800,000
3,442,237 2,185,164 2,800,000
$ 2,519,557 $ 2,373,516 $ 1,477,610
$ 67,600 $ 61,200 $ 57,200
1,375,917 1,375,917 1,375,917
345,085 50,000 -
730,955 886,399 44,493
$ 2,519,557 $ 2,373,516 $ 1,477,610




MORGAN HILL METROPOLITAN DISTRICT NO. 3
2026 BUDGET
SUMMARY OF SIGNIFICANT ASSUMPTIONS

Services Provided

In accordance with its Service Plan, Morgan Hill Metropolitan District No. 3 (the “District”) was formed to
provide for the planning, design, acquisition, construction, installation, redevelopment, maintenance and
financing of the public improvements for a portion of the property known as “Morgan Hill,” which is located
in Erie, Colorado. Such public improvements include, but are not limited to, streets, traffic and safety
controls, water, storm and sanitary sewer, utilities and parks and recreation improvements.

The Service Plan, as amended in 2017, permits the District to impose a maximum mill levy on the taxable
property within its boundaries as a primary source of revenue for the construction and maintenance of
public improvements, repayment of debt and operational costs. The Service Plan also provides a
combined total debt issuance limitation in an aggregate principal amount not to exceed $35,000,000 for
Morgan Hill Metropolitan District Nos. 1, 2 and 3.

The District has no employees and all operations and administrative functions are contracted.

The District prepares its budget on the modified accrual basis of accounting in accordance with the
requirements of Colorado Revised Statutes C.R.S. 29-1-105 using its best estimates as of the date of
the budget hearing. These estimates are based on expected conditions and its expected course of
actions. All activity is accounted for in the General Fund. The assumptions disclosed herein are those
that the District believes are significant to the budget. There will usually be differences between the
budget and actual results because events and circumstances frequently do not occur as expected, and
those differences may be material.

Revenues
Property Taxes

Property taxes are levied by the District’s Board of Directors. The levy is based on assessed valuations
determined by the County Assessor generally as of January 1 of each year. 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. The taxes are payable by April or, if in equal installments, at the taxpayer’s
election, in February and June. Delinquent taxpayers are notified in August and generally sales of the tax
liens on delinquent properties are held in November or December. The County Treasurer remits the taxes
collected monthly to the District.

For property tax collection year 2026, HB24B-1001 set the assessment rates as follows:

Category Rate Category Rate
Single-Family Residential 6.25% Agricultural Land 27.00%
Multi-Family Residential 6.25% Renewable Energy Land | 27.00%
Commercial 27.00% Vacant Land 27.00%
Industrial 27.00% Personal Property 27.00%
Lodging 27.00% State Assessed 27.00%
Oil & Gas Production 87.50%




MORGAN HILL METROPOLITAN DISTRICT NO. 3
2026 BUDGET
SUMMARY OF SIGNIFICANT ASSUMPTIONS

Revenues - (continued)
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 budget assumes that the District’'s share will be
equal to approximately 4.00% of the property taxes collected.

Intergovernmental Transfers

The District anticipates receiving funds from Morgan Hill Metropolitan District Nos. 1 and 2 to be used for
payments on Bonds (detailed below).

Interest Income

Interest earned on the District’s available funds has been estimated based on an average interest rate of
approximately 4.50%.

Expenditures
Debt Service

The District’s anticipated debt service payments have been estimated based on the debt service to
maturity requirements.

Debt and Leases

On November 10, 2021, the District issued the (i) Series 2021A, General Obligation Refunding and
Improvement Bonds in the aggregate principal amount of $20,030,000; and (ii) Series 2021B,
Subordinate General Obligation Refunding and Improvements Bonds in the aggregate principal amount
of $5,850,000 for the purposes of (i) refunding all amounts on the District's Series 2018B Limited Tax
Revenue Note Payable; (ii) funding a Project Fund for future capital improvements; (iii) funding a Reserve
Fund for the 2021A Senior Bonds; (iv) funding a Capitalized Interest Fund for the 2021A Senior Bonds;
and (v) paying costs of issuance in connection with the 2021A Senior Bonds and the 2021B Subordinate
Bonds. Pursuant to the Pledge Agreement dated November 1, 2021, District Nos. 1 and 2 are to remit
pledged revenues to the District for debt service payments on the 2021A Senior Bonds and 2021B
Subordinate Bonds.

On December 9, 2021, the District issued the Series 2021C Junior Lien draw down facility in the maximum
aggregate amount of $5,000,000 for the purpose of funding remaining costs of public improvements. The
2021C junior lien bonds will be repaid from ad valorem revenue associated with oil and gas revenue and
a pledge of oil and gas revenue from Morgan Hill Metropolitan District Nos. 1 and 2.

The District has no leases.



MORGAN HILL METROPOLITAN DISTRICT NO. 3
2026 BUDGET
SUMMARY OF SIGNIFICANT ASSUMPTIONS

Reserves

Emergency Reserve

The District has provided for an emergency reserve fund equal to at least 3% of fiscal year spending as
defined under TABOR.

Debt Service Reserve

The District maintains a Debt Service Reserve as required by the issuance of the 2021A Senior Bonds.

This information is an integral part of the accompanying budget.



MORGAN HILL METROPOLITAN DISTRICT NO. 3
SCHEDULE OF DEBT SERVICE REQUIREMENTS TO MATURITY

$20,030,000
General Obligation (Limited Tax)
Refunding Bonds and Improvement Bonds
Series 2021A
Dated November 10, 2021
Interest Rate of 3.00-4.00%
Payable June 1 and December 1
Principal due December 1

Year Ended
December 31, Principal Interest Total
2026 $ 220,000 $ 751,650 $ 971,650
2027 285,000 745,050 1,030,050
2028 325,000 736,500 1,061,500
2029 335,000 726,750 1,061,750
2030 380,000 716,700 1,096,700
2031 390,000 705,300 1,095,300
2032 435,000 693,600 1,128,600
2033 450,000 678,375 1,128,375
2034 500,000 662,625 1,162,625
2035 520,000 645,125 1,165,125
2036 570,000 626,925 1,196,925
2037 590,000 606,975 1,196,975
2038 650,000 586,325 1,236,325
2039 670,000 563,575 1,233,575
2040 735,000 540,125 1,275,125
2041 760,000 514,400 1,274,400
2042 825,000 487,800 1,312,800
2043 855,000 454,800 1,309,800
2044 935,000 420,600 1,355,600
2045 970,000 383,200 1,353,200
2046 1,050,000 344,400 1,394,400
2047 1,090,000 302,400 1,392,400
2048 1,180,000 258,800 1,438,800
2049 1,225,000 211,600 1,436,600
2050 1,320,000 162,600 1,482,600
2051 2,745,000 109,800 2,854,800

$ 20,010,000 $ 13,636,000 $ 33,646,000

See summary of significant assumptions.
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Docusign Envelope ID: 18E7F045-6B81-46CE-B15D-2B79C8D7606D

Application for Exemption From Audit
Long Form

Instructions

For local governments with either revenues or expenditures/expenses
more than $200,000 but not more than $1,000,000

Under the Local Government Audit Law (Section 29-1-601, et seq., C.R.S.), any local government may apply for an
exemption from audit if neither revenues nor expenditures exceed $1,000,000 for the year.

Exemptions from audit are NOT automatic

To qualify for exemption from audit, a local government must complete an Application for Exemption from Audit each
year and submit it to the Office of the State Auditor (OSA). Approval for an exemption from audit is granted only upon the
review by the OSA.

Any preparer of an Application for Exemption from Audit — Long Form must be a person skilled in
governmental accounting.

Read ALL instructions before completing and submitting this form

All applications must be filed with the OSA within 3 months after the accounting year-end.

For example, applications must be received by the OSA on or before March 31 for governments with a December 31 year-
end. Applications for exemption from audit are not eligible for an extension of time.

Governmental activity should be reported on the modified accrual basis. Proprietary activity should be reported on a cash
or budgetary basis.

Important!
All Applications for Exemption from Audit are subject to review and approval by the Office of the State Auditor.

Governmental Activity should be reported on the Modified Accrual Basis. Proprietary Activity should be reported
on the Cash or Budgetary Basis — a budget to GAAP reconciliation is provided in Part 3B.

Failure to file an application or denial of the request could cause the local government to lose its exemption from
audit for that year and the ensuing year. In that event, an audit shall be required.

Postmark dates will not be accepted as proof of submission on or before the statutory deadline

Prior year forms are obsolete and will not be accepted.

Applications must be fully and accurately completed. Applications submitted on forms other than those prescribed by the
OSA will not be accepted.

For your reference, the Colorado Revised Statutes are available through the LexisNexis Colorado portal.

Checklist

[1 Has the preparer signed the application prior to board approval?
[] Has the entity corrected all prior year deficiencies as communicated by the OSA?
[] Has the application been personally reviewed and approved by the governing body?
[ Are all sections on the form complete, including responses to all of the questions?
[] Did you include any relevant explanations for unusual items in the appropriate spaces at the end of each section?
Will this application be submitted electronically? O Yes (O No
] If yes, have you read and understood the Electronic Signature Policy? See policy in Part 11.

Page 1 of 28



Docusign Envelope ID: 18E7F045-6B81-46CE-B15D-2B79C8D7606D

- Or -
] Ifyes, have you included a resolution?

[] Does the resolution state that the governing body personally reviewed and approved the resolution in an
open public meeting?

[] Has the resolution been signed by a majority of the governing body? See sample resolution at the end
of this form.

Will this application be submitted via a mail service (e.g., U.S. Post Office, FedEx, UPS, courier)? OYes O No
] If yes, does the application include original ink signatures from the majority of the governing body?

Filing Methods

Web Portal (recommended) Mail

Office of the State Auditor

Local Government Audit Division
1375 Sherman St., 5th Floor
Denver, CO 80261-3000

apps.leg.co.gov/osallg

For faster processing, the web portal
should be used for submissions.

Questions? Email: osa.lg@coleg.gov Phone: 303-869-3000

Contact Information

For the year ended _12/31/2025 or the fiscal year ended

Morgan Hill Metropolitan District No. 1
2001 16th Street, Suite 1700
Denver, CO 80202

Name of government

Street address
City, State, Zip

Contact person

Shelby Clymer

Phone

(303) 779-5710

Email

Shelby.Clymer@claconnect.com

Certification of Preparer

| certify that | am an independent accountant with knowledge of governmental accounting and that the information in the
Application is complete and accurate to the best of my knowledge. The preparer must sign prior to board approval.

Name

Shelby Clymer

Title

Accountant for the District

Firm name (if applicable)

CliftonLarsonAllen LLP

Address

2001 16th Street, Suite 1700 Denver, CO 80202

Phone

(303) 779-5710

Relationship to entity

CPA firm providing accounting services to the District

Preparer signature

Date prepared

WY (At

02/25/2026

See accompanying
letter at the end of
this form.

Has the entity filed for, or has th
Inactive Status during the year?

e district filed, a Title 32, Article 1 Special District Notice of
(Applicable to Title 32 special districts only, pursuant to

Sections 32-1-103 (9.3) and 32-1-104 (3), C.R.S.)

OYes |®No

If yes, enter date filed
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Part 1: Financial Statements — Balance Sheet

Part 1A: Governmental Funds (Modified Accrual Basis) Table

Enter the type of each governmental fund in the fields below.

Fund A: General Fund
Fund B: Debt Service Fund
Fund C:
Fund D:
Governmental Fund
Line | Description Fund A Fund B Fund C Fund D
Assets
1-1 | Cash and Cash Equivalents $ 3,509
1-2 | Investments $ 137,139
1-3 | Receivables
1-4 | Due from Other Entities or Funds
1-5 | Property Tax Receivable $ 93,654 $ 349,294
1-6 | All Other Assets:
1-7 Lease Receivable (as Lessor)
Other (specify in lines 1-8 through 1-10)
1-8 |Prepaid Expenses $ 21,109
1-9
110
1-11 TOTAL ASSETS
(Add lines 1-1 through 1-10) $ 255,411 $349,204 $0 $0
Deferred Outflows of Resources (specify in lines 1-12 and 1-13)
112
113
114 Total Deferred Outflows
(Add lines 1-12 through 1-13) $0 $0 $0 $0
115 TOTAL ASSETS AND DEFERRED OUTFLOWS

Part 1: Financial Statements — Balance Sheet
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Docusign Envelope ID: 18E7F045-6B81-46CE-B15D-2B79C8D7606D

Governmental Fund

Line | Description Fund A Fund B Fund C Fund D
Liabilities

1-16 | Accounts Payable $ 9,452

1-17 | Accrued Payroll and Related Liabilities

1-18 | Unearned Revenue

1-19 | Due to Other Entities or Funds $2,479

1-20 | All Other Current Liabilities

e I 3 z s
All Other Liabilities (specify in lines 1-22 through 1-25)

1-22

1-23

1-24

1-25

e $o $o z
Deferred Inflows of Resources

1-27 | Deferred Property Taxes $ 93,654 $ 349,294

1-28 | Lease related (as Lessor)

129 TOTAL DEFERRED INFLOWS 95,654 5 340,204 50 50
Fund Balance

1-30 | Nonspendable-Prepaid $ 21,109

1-31 | Nonspendable-Inventory

1-32 | Restricted $ 3,500

1-33 | Committed

1-34 | Assigned $ 7,600

1-35 | Unassigned $ 117,617

1-36 (Add lines 1-30 through 1-35. This total should bZ?:Z Issgg gs?:;a?r??; BleL 90 9 .

T | T Tt nes 1.26.1-25, ant 1.3. This tota! Shouid bethe same a e 1-15) 5255411 5 349,204 50 50

Part 1: Financial Statements — Balance Sheet

Page 4 of 28



Docusign Envelope ID: 18E7F045-6B81-46CE-B15D-2B79C8D7606D

Part 1B: Proprietary/Fiduciary Funds Table

Enter the type of each proprietary/fiduciary fund in the fields below.

Fund A:
Fund B:
Fund C:
Fund D:
Proprietary/Fiduciary Fund
Line | Description Fund A Fund B Fund C Fund D
Assets
1-38 | Cash and Cash Equivalents
1-39 [Investments
1-40 | Receivables
1-41 | Due from Other Entities or Funds
Other Current Assets (specify in line 1-42)
1-42
1-43 Total Current Assets
(Add lines 1-38 through 1-42) $0 $0 $0 $0
1-44 | Capital & Right-to-Use Assets, net (from Part 6, Capital & Right-to-Use Table)
Other Long Term Assets (specify in lines 1-45 through 1-47)
1-45
1-46
1-47
1-48 TOTAL ASSETS
(Add lines 1-43 through 1-47) $0 $0 $0 $0
Deferred Outflows of Resources (specify in lines 1-49 through 1-50)
1-49
1-50
1-51 Total Deferred Outflows
(Add lines 1-49 through 1-50) $0 $0 $0 $0
1-52 TOTAL ASSETS AND DEFERRED OUTFLOWS
(Add lines 1-48 and 1-51) $0 $0 $0 $0

Part 1: Financial Statements — Balance Sheet
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Proprietary/Fiduciary Fund
Line [Description Fund A Fund B Fund C Fund D
Liabilities
1-53 | Accounts Payable
1-54 | Accrued Payroll and Related Liabilities
1-55 | Accrued Interest Payable
1-56 | Due to Other Entities or Funds
1-57 | All Other Current Liabilities
o8 T ines .53 through 157 50 50 50 $0
1-59 | Proprietary Debt Outstanding (from Part 4, Debt Schedule Table)
Other (specify in lines 1-60 through 1-62)
1-60
1-61
1-62
ol (A nes 158 trough 169 50 50 $0 50
Deferred Inflows of Resources
1-64 | Pension/OPEB Related
Other (specify in line 1-65)
1-65
T v e $o $o $o
Net Position
1-67 | Net Investment in Capital and Right-to-Use Assets
1-68 | Emergency Reserves
1-69 | Other Designation/Reserves
1-70 | Restricted
1-71 | Undesignated/Unreserved/Unrestricted
172 (Add lines 1-67 through 1-71. This total should Egttitle ':aeérgssg-"?%r; 9 90 90 i
1-73 TOTAL LIABILITIES, DEFERRED INFLOWS, AND NET POSITION $0 $0 $0 $0
(Add lines 1-63, 1-66, and 1-72. This total should be the same as 1-52.)

Part 1: Financial Statements — Balance Sheet
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Part 1C: Comments or Additional Information

Please use this space to provide explanation of any item in this section (optional).

Part 1: Financial Statements — Balance Sheet Page 7 of 28
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Part 2: Financial Statements — Operating Statement — Revenues

Part 2A: Governmental Funds Table

Enter the type of each governmental fund in the fields below.

Fund A: General Fund

Fund B: Debt Service Fund

Fund C:

Fund D:

Governmental Fund
Line | Description Fund A Fund B Fund C Fund D
Tax Revenue

2-1 | Property (include mills levied in question 10-12) $ 436,000

2-2 | Specific Ownership $ 17,663
2-3 | Sales and Use Tax
Other Tax Revenue (specify in lines 2-4 through 2-6)

2-7 TOTAL TAX REVENUE

453,663 0 0 0
(Add lines 2-1 through 2-6) v v o s

Other Revenue Sources

2-8 | Licenses and Permits
2-9 | Highway Users Tax Funds (HUTF)
2-10 | Conservation Trust Funds (Lottery)

2-11 | Community Development Block Grant

2-12 | Fire & Police Pension
2-13 | Grants
2-14 | Donations

2-15 | Charges for Sales and Services

2-16 | Rental Income

Part 2: Financial Statements — Operating Statement — Revenues Page 8 of 28
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Governmental Fund

Line | Description Fund A Fund B Fund C Fund D
2-17 | Fines and Forfeits
2-18 | Interest/Investment Income $9,617
2-19 | Tap Fees
2-20 | Proceeds from Sale of Capital Assets

Other (specify in lines 2-21 through 2-22)
2-21
2-22
T I " " "

Other Financing Sources (should agree to Part 4, Debt Schedule Table, column ‘issued during the year’)

2-24 | Debt Proceeds
2-25 | Lease Proceeds
2-26 | Developer Advances

Other (specify in line 2-27)
2-27
Total Ot Finaneing soutise o 5o 5o 5o
2-29 TOTAL REVENUES AND OTHER FIN&ZIﬁ:{gSZ_SZg):JnIzC;E?) $ 463,280 $0 $0 $0

Part 2: Financial Statements — Operating Statement — Revenues Page 9 of 28
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Part 2B: Proprietary/Fiduciary Funds Table

Enter the type of each proprietary/fiduciary fund in the fields below.

Fund A:

Fund B:

Fund C:

Fund D:

Proprietary/Fiduciary Fund

(Add lines 2-30 through 2-35)

Line | Description Fund A Fund B Fund C Fund D
Tax Revenue
2-30 | Property (include mills levied in question 10-12)
2-31 | Specific Ownership
2-32 | Sales and Use Tax
Other Tax Revenue (specify in lines 2-33 through 2-36)
2-33
2-34
2-35
2-36 TOTAL TAX REVENUE $0 $0 $0 $0

Other Revenue Sources

2-37 | Licenses and Permits

2-38 | Highway Users Tax Funds (HUTF)

2-39 | Conservation Trust Funds (Lottery)

2-40 | Community Development Block Grant

2-41 | Fire & Police Pension

2-42 | Grants

2-43 | Donations

2-44 | Charges for Sales and Services

2-45 | Rental Income

2-46 | Fines and Forfeits

2-47 | Interest/Investment Income

Part 2: Financial Statements — Operating Statement — Revenues
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Docusign Envelope ID: 18E7F045-6B81-46CE-B15D-2B79C8D7606D

Proprietary/Fiduciary Fund
Line | Description Fund A Fund B Fund C Fund D
2-48 | Tap Fees
2-49 | Proceeds from Sale of Capital Assets
All Other (specify in lines 2-50 through 2-51)

2-50
2-51
i (A nes 236 though 2.5 50 50 50 50

Other Financing Sources (should agree to Part 4, Debt Schedule Table, column ‘issued during the year’)
2-53 | Debt Proceeds
2-54 | Lease Proceeds
2-55 | Developer Advances

Other (specify in line 2-56)
2-56
e ey 5o 5o 5o so
2-58 TOTAL REVENUES AND OTHER FINANC]NG SOURCES $0 $0 $0 $0

(Add lines 2-52 and 2-57)

Part 2C: Comments or Additional Information

Please use this space to provide explanation of any item in this section (optional).

Part 2: Financial Statements — Operating Statement — Revenues
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MORGAN HILL METROPOLITAN DISTRICT NO. 3
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2025

NOTE4 CAPITAL ASSETS

An analysis of the changes in capital assets for the year ended December 31, 2025 follows:

Balance at Balance at
December 31, December 31,
2024 Increases Decreases 2025
Construction in Progress $ 4,797,265 $ 262,171 $ 5,059,436 $ -

Total Capital Assets,
Not Being Depreciated $ 4,797,265 $ 262,171 $ 5,059436 $ -

It is the policy of the Town to accept the maintenance responsibility for water, sanitation,
traffic and safety controls, park and recreation improvements, mosquito and pest control,
transportation, and other related improvements within the Town only after a probationary
period following completion of construction. In 2025, $5,059,436 of assets were transferred
to the Town.

NOTES5 LONG-TERM OBLIGATIONS

The following is an analysis of changes in the District’'s long-term obligations for the year
ended December 31, 2025:

Balance at Balance at Due
December 31, December 31, Within
2024 Additions Reductions 2025 One Year
Bonds Payable:
Limited Tax General Obligation Bonds:
Series 2021A $ 20,030,000 $ - $ 20,000 $ 20,010,000 $ 220,000
Series 2021B 5,850,000 - - 5,850,000 -
Junior Lien General Obligation Limited Tax Bonds:
Series 2021C 2,433,468 - 532,990 1,900,478
Accrued Interest:
Series 2021B 974,118 376,744 389,722 961,140
Series 2021C 7,605 183,379 185,045 5,939 -
Subtotal Bonds Payable 29,295,191 560,123 1,127,757 28,727,557 220,000
Bond Premium:
Bond Premium - Series 2021A 203,745 - 10,652 193,093
Subtotal Bond Premium 203,745 - 10,652 193,093
Total Long-Term Obligations $ 29,498,936 $ 560,123 $ 1,138,409 $ 28,920,650 $ 220,000

Series 2021A and 2021B Senior and Subordinate General Obligation Limited Tax
Bonds

On November 10, 2021, the District issued $20,030,000 of senior and $5,850,000 of
subordinate general obligation limited tax bonds. The bonds were issued for the purpose of
paying and discharging the Series 2018A Bonds and Series 2018B Note, funding the costs
of public improvements for the benefit of the District and Morgan Hill Metropolitan District
Nos. 1 and 2, paying the costs of issuing the bonds, and in the case of the Series 2021A
Senior Bonds only, funding a portion of the initial interest to accrue on the Series 2021A
Senior Bonds and funding a reserve fund for the Series 2021A Senior Bonds.

(14)



NOTE 5

MORGAN HILL METROPOLITAN DISTRICT NO. 3
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2025

LONG-TERM OBLIGATIONS (CONTINUED)

Series 2021A and 2021B Senior and Subordinate General Obligation Limited Tax
Bonds (Continued)

The Series 2021A Senior Bonds bear a coupon interest rate of 3% to 4% per annum, which
is payable semi-annually on June 1 and December 1, commencing on June 1, 2022. The
Series 2021A Senior Bonds will mature on December 1, 2051, subject to both mandatory
sinking fund redemption and optional redemption prior to maturity. The Series 2021A Senior
Bonds will constitute limited tax general obligations of the District payable solely from the
Senior Pledged Revenue and certain funds and accounts established by the Senior
Indenture. The Senior Pledged Revenue consists of revenue derived from the Capital
Pledge Agreement, senior property tax revenues, senior specific ownership tax revenues,
and other available moneys. The Series 2021A Seniors Bonds constitute an irrevocable, but
nonexclusive, first lien on the Senior Pledged Revenue.

The Series 2021B Subordinate Bonds bear a coupon interest rate of 6.375% per annum
which is payable annually on December 15, commencing December 15, 2022, to the extent
of the Subordinate Pledged Revenue available. The 2021B Subordinate Bonds mature on
December 15, 2051, subject to mandatory redemption and optional redemption prior to
maturity. The Series 2021B Subordinate Bonds will also constitute limited tax general
obligations of the District payable solely from the Subordinate Pledged Revenue and certain
funds and accounts established by the Subordinate Indenture.

The Subordinate Pledged Revenue consists of revenue derived from the capital pledge
agreement, subordinate property tax revenues, subordinate specific ownership tax
revenues, and other available moneys, all after the application of such amounts due on the
Series 2021A Senior Bonds. The Series 2021B Subordinate Bonds are structured as “cash
flow” bonds. There are no scheduled payments of principal of the Series 2021B Subordinate
Bonds prior to their maturity date, but rather the Subordinate Bonds are subject to
mandatory redemption on each December 15 prior to maturity from and to the extent of any
available Subordinate Pledged Revenue. The Series 2021B Subordinate Bonds will be
deemed paid in full and discharged on December 15, 2051, regardless of the amount of
principal and interest paid on the Series 2021B Subordinate Bonds prior to such date.

On November 1, 2021, the District entered into a Capital Pledge Agreement with Morgan Hill
Metropolitan Districts No. 1 and No. 2 (the Pledged Districts) to support payment of the
Bonds. The Districts are obligated to levy ad valorem property taxes in the amount of 50
mills and to pay such taxes and the specific ownership taxes attributable thereto. The
obligation of the Pledge Districts to pay its allocated portion of the Annual Bond Costs
constitutes a limited tax general obligation of the Pledge Districts payable solely from and to
the extent of the Pledged Revenues. In 2025, District No. 1 transferred $352,217 to the
District and District No. 2 transferred $683,190 to the District pursuant to the Capital Pledge
Agreement.

(15)



MORGAN HILL METROPOLITAN DISTRICT NO. 3
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2025

NOTES5 LONG-TERM OBLIGATIONS (CONTINUED)

Series 2021A and 2021B Senior and Subordinate General Obligation Limited Tax
Bonds (Continued)

The Series 2021A Senior Limited Tax General Obligation Bonds will mature as follows:

Year Ending December 31, Principal Interest Total
2026 $ 220,000 $ 751,650 $ 971,650
2027 285,000 745,050 1,030,050
2028 325,000 736,500 1,061,500
2029 335,000 726,750 1,061,750
2030 380,000 716,700 1,096,700

2031-2035 2,295,000 3,385,025 5,680,025
2036-2040 3,215,000 2,923,925 6,138,925
2041-2045 4,345,000 2,260,800 6,605,800
2046-2050 5,865,000 1,279,800 7,144,800
2051 2,745,000 109,800 2,854,800
Total $ 20,010,000 $ 13,636,000 $ 33,646,000

Series 2021C Junior Lien General Obligation Limited Tax Bond

On December 9, 2021, the District issued a Series 2021C Junior Lien General Obligation
Limited Tax Bond, which is one of a series aggregating a maximum of $5,000,000 par value.
The Bond bears an interest rate of 7.50%. The 2021C Bond matures on December 15,
2051. The Bond constitutes a junior lien general obligation (limited tax) of the District. All of
the Bond, including the interest, is payable solely from and to the extent of the Junior Lien
Pledged Revenue, and the Junior Lien Pledged Revenue is pledged to the payment of the
Bond. The 2021C Bond constitutes an irrevocable, but nonexclusive, lien upon the Junior
Lien Pledged Revenue.

The Series 2021C Bond is a draw-down Bond. The Bond is issued in an authorized
denomination equal to the principal amount of this Bond as of any given date which shall be
equal to the total amount of principal advanced, less any payment of principal on the Bond.

Debt Authorization

Pursuant to the Consolidated Service Plan, the District and District Nos. 1 and 2 are
permitted to issue bond indebtedness in the aggregate amount up to $35,000,000 (Service
Plan Debt Issuance Limit). In no event is the District authorized to issue debt in excess of
the Service Plan Debt Issuance Limit, with the exception that such limit is not applicable to
refundings of the debt authorized to be issued under the Consolidated Service Plan.

The District has voter authorization in excess of the Service Plan Debt Issuance Limit as at
the time of the election, the actual costs of construction were not known. Without knowing
the costs of construction, it is not possible to allocate the Service Plan Debt Issuance Limit
by power (such as water, sewer or streets). Therefore, the Service Plan Debt Issuance Limit
was voted in every power relative to debt for public improvements. With that understanding,
in November 2008, a majority of the qualified electors of the District authorized the issuance
of indebtedness in an amount not to exceed $269,000,000. At December 31, 2025, the
District had remaining authorized but unissued indebtedness of $240,008,621.

(16)



NOTE 6

NOTE 7

NOTE 8

MORGAN HILL METROPOLITAN DISTRICT NO. 3
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2025

RELATED PARTIES

All of the members of the Board of Directors are employees of or are associated with CDG
Morgan Hill, the Developer within the District and may have conflicts of interest in dealing
with the District.

AGREEMENTS

In order to implement the Service Plan, the District entered into an intergovernmental
agreement with District No. 1 and District No. 2. The agreement shall remain in full force and
effect until such time as each of the terms and conditions has been performed in their
entirety or until the agreement is terminated by mutual written agreement of the Districts.

District No. 1 is to construct the facilities benefiting the three Districts. The District and
District No. 1 will, to the extent that they benefit, pay the capital costs and the service costs
of operation and maintenance of such facilities (authorized service costs).

The District is required to fund, on an annual basis, the amount of actual service costs that it
would be capable of funding through property tax revenue plus other fee revenue as
determined in the annual budget. If the Districts disagree as to the amount to be paid, then
the District must pay District No. 1 the amount set forth in the annual budget.

During 2021, the District entered into a Capital Pledge Agreement with District No. 1 and
District No. 2 (the Pledged Districts). The Agreement is related to the issuance of the Series
2021A Senior Bonds and the Series 2021B Subordinate Bonds in the District. The Pledged
Districts agree to levy on all of the taxable property of the Pledge Districts, in addition to all
other taxes, direct annual taxes in each of the years 2021 (for collection in 2022) to 2050
(for collection in 2051) to the extent necessary to provide for payment of the annual bond
costs, in the amount of the required mill levy determined by the District.

The District, District No. 1, and District No. 2 also entered into a Junior Lien Pledge
Agreement related to the issuance of the Series 2021C Junior Lien Bond in the District.
Under the agreement, District No. 1 and District No. 2 pledge their Junior Lien Required Mill
levy upon all taxable property within their boundaries. After withholding the Operations &
Maintenance (O&M) carve-out, District No. 1 and District No. 2 pledge their share of bond
repayment costs. The O&M carve-out is equal to $90,000 in 2022, with the amount
increasing by 1% annually thereafter.

NET POSITION
The net position of the District consists of two components — restricted and unrestricted.
Restricted net position includes net position that is restricted for use either by notes imposed

by external creditors, grantors, contributors, or laws and regulations of other governments or
imposed by law through constitutional provisions or enabling legislation.

(17)



NOTE 8

NOTE 9

NOTE 10

MORGAN HILL METROPOLITAN DISTRICT NO. 3
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2025

NET POSITION (CONTINUED)

As of December 31, 2025, the District had restricted net position as follows:

Governmental
Activities
Restricted Net Position:
Emergencies $ 61,200
Capital Projects 195,939
Total Restricted Net Position $ 257,139

The District had a deficit net position at December 31, 2025. This deficit amount is the result
of the District being responsible for the repayment of debt issued for public improvements.

RISK MANAGEMENT

The District is exposed to various risks of loss related to torts, thefts of, damage to, or
destruction of assets; errors or omissions; or acts of God.

The District is a member of the Colorado Special Districts Property and Liability Pool (the
Pool). The Pool is an organization created by intergovernmental agreement to provide
property, liability, public official’s liability, boiler and machinery and workers’ compensation
coverage to its members. Settled claims have not exceeded insurance coverage in the past
three years.

The District pays annual premiums to the Pool for liability and public official’s liability. In the
event aggregated losses incurred by the Pool exceed amounts recoverable from
reinsurance contracts and funds accumulated by the Pool, the Pool may require additional
contributions from the Pool members. Any excess funds which the Pool determines are not
needed for purposes of the Pool, may be returned to the members pursuant to a distribution
formula.

TAX, SPENDING, AND DEBT LIMITATIONS

Article X, Section 20 of the Colorado Constitution, referred to as the Taxpayer's Bill of Rights
(TABOR), contains tax, spending, revenue and debt limitations, which apply to the state of
Colorado and all local governments.

Spending and revenue limits are determined based on the prior year's Fiscal Year Spending
adjusted for allowable increases based upon inflation and local growth. Fiscal Year
Spending is generally defined as expenditures plus reserve increases with certain
exceptions. Revenue in excess of the Fiscal Year Spending limit must be refunded unless
the voters approve retention of such revenue.

(18)



MORGAN HILL METROPOLITAN DISTRICT NO. 3
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2025

NOTE 10 TAX, SPENDING, AND DEBT LIMITATIONS (CONTINUED)

TABOR requires local governments to establish Emergency Reserves. These reserves must
be at least 3% of Fiscal Year Spending (excluding bonded debt service). Local governments
are not allowed to use the emergency reserves to compensate for economic conditions,
revenue shortfalls, or salary or benefit increases.

The District's management believes it is in compliance with the provisions of TABOR.
However, TABOR is complex and subject to interpretation. Many of the provisions, including
the interpretation of how to calculate Fiscal Year Spending limits will require judicial
interpretation.

On November 4, 2008, a majority of the District’s electors authorized the District to collect
and spend or retain in a reserve all annual District revenue without regard to any limitations
under TABOR.

Section 29-1-1702, C.R.S., contains limitations on revenues generated from property tax
revenues that apply to certain local governments within the state of Colorado.

Annual operating property tax revenue is limited to a 5.25% increase (or 10.50% over a two-
year period), such increase is determined based on a prior assessment period and adjusted
for allowable exclusions and exemptions from qualified property tax revenues.

The District’s management believes it is in compliance with the provisions of Section 29-1-
1702, C.R.S. However, this section of the C.R.S. is complex and subject to interpretation.

(19)
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MORGAN HILL METROPOLITAN DISTRICT NO. 3

SCHEDULE OF DEBT SERVICE REQUIREMENTS TO MATURITY

Bonds/Loans
and Interest
Maturing in
the Year Ending
December 31

2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042
2043
2044
2045
2046
2047
2048
2049
2050
2051

Total

YEAR ENDED DECEMBER 31, 2025

$20,030,000 General Obligation (Limited Tax)
Refunding Bonds and Improvement Bonds
Interest Rate 3.00 - 4.00%

Series 2021A

Dated November 10, 2021

Interest Payable
June 1 and December 1

Principal Payable December 1

Principal Interest Total

$ 220,000 $ 751,650 $ 971,650
285,000 745,050 1,030,050
325,000 736,500 1,061,500
335,000 726,750 1,061,750
380,000 716,700 1,096,700
390,000 705,300 1,095,300
435,000 693,600 1,128,600
450,000 678,375 1,128,375
500,000 662,625 1,162,625
520,000 645,125 1,165,125
570,000 626,925 1,196,925
590,000 606,975 1,196,975
650,000 586,325 1,236,325
670,000 563,575 1,233,575
735,000 540,125 1,275,125
760,000 514,400 1,274,400
825,000 487,800 1,312,800
855,000 454,800 1,309,800
935,000 420,600 1,355,600
970,000 383,200 1,353,200
1,050,000 344,400 1,394,400
1,090,000 302,400 1,392,400
1,180,000 258,800 1,438,800
1,225,000 211,600 1,436,600
1,320,000 162,600 1,482,600
2,745,000 109,800 2,854,800
$ 20,010,000 $ 13,636,000 $ 33,646,000
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MORGAN HILL METROPOLITAN DISTRICT NO. 3
SCHEDULE OF ASSESSED VALUATION, MILL LEVY, AND PROPERTY TAXES COLLECTED
DECEMBER 31, 2025

Total Mills Levied Total Property Taxes Percent
Year Ended Assessed General Debt Collected
December 31, Valuation Operations Service Levied Collected to Levied
2021 $ 18,645,640 55.663 0.000 $ 1,037,872 $ 1,037,872 100.00 %
2022 5,606,690 0.000 55.663 312,085 312,086 100.00
2023 13,388,910 0.000 57.220 766,113 764,763 99.82
2024 16,903,860 0.000 59.467 1,005,222 988,874 98.37
2025 15,236,820 0.000 56.008 853,384 852,806 99.93
Estimated for
Year Ending
December 31,
2026 $ 15,181,050 0.000 58213 § 883,734
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