Flying Horse Metropolitan District Nos. 1-3
Amendment to Service Plan

Backsround

¢ The consolidated service plan (the “Service Plan™) for the Flying Horse Metropolitan

District Nos. 1, 2 and 3 (“Districts™) was approved by the Colorado Springs City Council
and the Districts were organized in 2004.

» As originally approved, the Service Plan provides the maximum aggregate mill levy cap

for both debt service and operations for each of the Districts shall be 35 mills.

Proposed Amendment

The proposed Amendment to Service Plan (the “Amendment™) will increase the
aggregate mill levy cap to 40 mills (5 mill increase) for each of the Districts to allow for
increased operational expenses. The Service Plan allows for the Districts to collect up to
$1.5MM in operational revenue and currently at 5 mills the Districts collect less than
$310,000, well short of the operational expenses that are approximately $750,000 and
growing annually. This modest increase will essentially allow the Districts to collect
approximately $620,000 in operational revenue; still well below the authorized amount of
$1.5MM.

In addition, the Amendment amends the Service Plan to reflect that no fees other than
one-time builder-paid development fees shall be pledged for repayment of any debt,
consistent with current City policy.

Rationale for Proposed Amendment to Service Plan

In recent years and in the projected future, the Districts’ outstanding debt obligations
require the Districts to impose and dedicate to debt service a debt service mill levy of
30.000 mills.

The Districts’ recent operations and maintenance mill levy (the “O&M Levy”) has been
5.000 mills.

Under the current Service Plan, the Districts are currently unable to increase the O&M
Levy to pay for increased park and landscape maintenance costs.

The proposed Amendment will allow the Districts to increase their O&M Levy by an
additional 5.000 mills, from 5.000 mills to 10.000 mills.

For a $500,000 home, this will equal a monthly increase of $15.

The Districts own, operate, maintain and provide significant parks and recreation
improvements and landscape services throughout the community. These are funded
through the Districts’ O&M Levy and have been subsidized by significant contributions
by the developer that will not be available in the future.

If the service plan is not amended and the mill levy increased, the Districts will need to
consider significantly reducing the level of maintenance in the parks, open space and
landscape areas they maintain.
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