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Highlands Ranch Metropolitan District
Board of Directors and Citizens;

The budget document presents the Metro District’s expenditure plan for the ensuing year and identifies
the resources and revenues available to fund it. The budget represents funding of the priorities and
policies established by the Board of Directors.

The Highlands Ranch Metro District is committed to providing quality municipal services while
managing resources wisely for the community of Highlands Ranch. The Board has identified specific
objectives that help to guide the budget process:

e Present a balanced budget

e Maintain the current level of service

e Maintain a minimum General Fund balance of 40% of annual operating expenditures
¢  Maintain all asscts owned by the District

MANAGING CHALLENGES AND OPPORTUNITIES

The Highlands Ranch Metro District’s primary source of revenue for operations is property tax. With the
community at 98% of full build-out, the growth portion of the Taxpayer Bill of Rights (“TABOR”) will
be limited thus reducing future growth potential of increasing the property tax revenue stream.

The mill levy for 2021 will remain the same as 2020 at 11.205. The 2021 Budget projects an increase in
property tax revenue of $86,360 from new construction and an increase in specific ownership tax of
$95,000 for a total of $181,360 over the 2020 Adopted Budget.

The District’s forecast focuses on controlled spending and planned spending down of excess fund balance
including early retirement of the outstanding debt in 2021.

The 2021 budget was guided by direction from Board work sessions held during 2020 to review priorities
and continue discussions on the long-range forecast. Enhancement of active aging adult programs
including the construction of a Senior Center as well as upgrades needed for aging District facilities also
were included as budget decisions were made.



STRONG FINANCIAL POSITION

The Metro District prides itself on a very strong financial position with an AA+ rating from Standard and
Poor’s. Through long-term planning since its formation the District has been able to meet the needs of
the community at a reasonable cost as evidenced by our lower property tax rate than many neighboring
communities.
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2021 BUDGET

The 2021 Budget is a balanced allocation of resources to meet the continuing needs of the District to
serve Highlands Ranch. The balanced budget meets all legal obligations mandated by federal, state and
local laws. 1t is set forth as the financial plan and operations guide used to communicate to the citizens of
Highlands Ranch.

The 2021 Budget approved and adopted by the Board of Directors on December 10, 2020, anticipates
total expenditures of $91.3 million, which includes $19.5 million for the early retirement of outstanding
debt. The 2021 Budget represents an increase of $16.3 million or 21.8% from the 2020 Budget.

The 2021 Budget anticipates $69.7 million in revenues, an increase of $1.07 million or 1.6% when
compared to the 2020 Budget. These include:

e Budgeted tax revenues, including specific ownership taxes, are expected to increase by $181,360.
The total certified mill levy applied to the certified assessed value for 2021 collection remains the
same as 2020 at 11.205.

o  Water and Wastewater rate income is expected to increase by 8.2% or $3.08 million due to rate
increases from Centennial Water and Sanitation District to fund operations and necessary
infrastructure improvements. These amounts are collected by the District and passed through to
Centennial Water and Sanitation District.




¢ Development fees are projected based on known construction projects. The 2021 budget projects
a decrease in development fees from 2020 of $789,600 million or 31.3%. System Development
Fees are the primary source of funding for basic infrastructure improvement projects. Tap Fees
are collected and passed through in the form of the annual reserved capacity payment made to
Centennial Water and Sanitation District to acquire reserved capacity in the Centennial facilities
sufficient to serve the Metro District service area.

BUDGET PROCESS

Planning

sCitizen survey as needed
*Board retreat to discuss long range planning as needed
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Budget

“
*Develop proposed budget based on available funding, policies and
goals of the District

| *Proposed budget available October 15th

1 Reviéw&
- Adoption

v
*Budget Workshop to review proposed budget with Board ¥
*November Board Meeting - Public hearing
*December Board Meeting - Budget adoption )

Since the District serves a stable community, the budget and forecast process is structured to match the re-
assessment cycle.

Staff has developed a budget process with a cycle of zero based budgeting that can be managed
effectively by staff. Below is the schedule for zero based budgeting:

* Special Revenue Funds will continue to be prepared as a zero-based budget annually
*  The General Fund operation and maintenance functions will continue to be zero based every four
years, however specific functions will be reviewed in each of the 4 year cycle on a rotating basis:

Parks, Recreation and Open Space Management & Administration, Planning, Facilities
Management — 2021

Parks Maintenance, Parkway Maintenance — 2022

General Government, Public Works, Finance — 2023

Open Space, Forestry, Fleet - 2024

Vehicles & Equipment needs will continue to be evaluated annually

* Capital Projects, Major Repair, and Conservation Trust Funds use a 3-year budget projection to
assist with planning.




PRIORITY BASED BUDGETING

The 2021 Budget was developed to achieve the desired results for the community as defined by the
Board. The result areas are:

Well planned and maintained infrastructure

Safe and prepared community

Cultural and recreational opportunities for all ages
Attractive and healthy place to live

Governance

The current budget includes programs and services to meet these results in the short term while keeping a
long term perspective. The District prepares a seven year forecast to ensure that we will be able to
maintain level of service and meet desired results.

During 2020, Staff discussed the financial forecast with the Board to understand potential changes and
discuss how those changes could affect the priorities of the District. At the Budget Workshop the Board
confirmed the priority for use of any available funding including:

¢ Balancing the annual budget for the General Fund after the draw-down of fund balance is
completed.

Early Debt Retirement in 2021

Major Repair and Water and Sewer Line Replacement funding

Future Historic Park operations and maintenance

Senior Center, Pickleball Courts, and enhanced active aging adult programs.

The Board reviewed timing of new capital projects and funding requirements for operations and capital
mmprovements.

The planning effort forecasts expenses for personnel and utilities which are projected to increase three to
five percent per year through 2027. Because the General Fund balance currently exceeds the 40% target,
the District plans to spend down the existing balance to help bridge the gap between revenue and
expenses. The current plan will allow the District to meet the Board’s priorities.

Short-Term

Current service levels are maintained as a priority of the budget. In addition to current services,
the budget implements or continues programs that began in prior years including but not limited
to:

Conservation Trust Fund

Historic Park improvements

Continued implementation of the ADA transition plan
Highline Canal Signage

Marcy Gulch Trail improvements

Reserving funds for Historic Park




Capital Projects/Major Repair Fund

Long Term

Continuation of Parkway Fence Replacement Program — The 2021 Budget includes the
replacement of approximately 14,740 linear feet of fencing for an estimated cost of $1.34
million. Prior to bidding of the 2021/2022 fence replacement, Staff will present on the
current condition and replacement recommendation for the next four years.

Below is a brief discussion on the District’s ongoing partnerships to provide services to Highlands

Ranch.

The Metro District has and will continue to partner with the Mile High Flood District
(MHFD) formerly the Urban Drainage Flood Control District, on channel stabilization
projects within Highlands Ranch. In 2016, staff worked with a consultant to update a
long-range plan for stream stabilization projects. This update in project needs and
estimated expenses drove a need for the first of three annual 5% increases of the
Stormwater Fee in 2017, 2018, and 2019. The stormwater fee remains unchanged in
2021. Funds generated by this fee will be used to match funds with MHFD to complete
these projects over the next 25 years.

Transportation related issues including the ongoing maintenance of the roadways within
the community, Santa Fe Corridor Improvements, and RTD service projects are important
to the residents and businesses of Highlands Ranch. The Metro District built the major
arterial roadways in Highlands Ranch and dedicated those roads to Douglas County for
ongoing maintenance. Per a Memorandum of Understanding with the County, the Metro
District provides significant input on the selection of enhancement and maintenance
projects to be completed. In addition to working with Douglas County on local roads,
staff and Board members participate on committees that review regional transportation
issues such as C-470 initiatives and light rail service to Highlands Ranch.

The Metro District cooperates with Douglas County to serve senior citizens and their
families in northern Douglas County by employing a Senior Services Qutreach
Coordinator. This position is jointly funded by both organizations and provides guidance
on the many agencies, programs and resources available to address the challenges facing
our older citizens. After evaluation of existing services provided to seniors in Highlands
Ranch and identification of needed programs the Metro District Board is moving forward
with the design and construction of a Senior Center. Staff will revisit site selection and
design is anticipated to begin in 2021.

The Metro District maintains a Capital Improvements Plan that includes:

The Facility Plan which details the base infrastructure necessary at build-out of the
community. The plan acts as a guide to stakeholders for the long term infrastructure plan
including funding. Staff updates the plan annually and presents it to the Board for
adoption. This plan is the basis for calculation of the System Development Fee charged
to all new development. Since the community is near build-out the majority of the
infrastructure has been completed. One of the few projects remaining is the completion
of Historic Park which is anticipated to begin in 2026 after the remainder of the Historic
Park is donated to the District by the developer. The District has completed all other
neighborhood and community parks identified in the Facility Plan.

The Long-Range Conservation Trust Fund Plan identifies parks, open space and
recreation uses for the Distriet’s share of lottery money received from the state.
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¢ The Stormwater Long Range Plan is a 30-year plan for improvements in the District.
Funds for these improvements come from the Stormwater Fee and UHFD.

¢ The Major Repair Fund. On-going funding comes from two primary sources:
1. Cell phone lease fees are deposited directly to the Major Repair Fund.
2. The District has chosen to transfer monies from the General Fund:
- $2,000,000 annually from the General Fund to fund the increasing needs as the
result of an aging infrastructure
- $189,343 for 2021 replacement of vehicles and major equipment

FINANCIAL POLICIES
In addition to the numerous financial policies adopted internally by management, the Board of Directors
has established financial policies for fund balances, transfers, investments, purchasing, and compensation.

Budget Procedures

The Metro District’s budget procedures shall comply with Local Government Budget Law of Colorado as
outlined in Colorado Revised Statues (C.R.S.) Title 29 Article 1 Part 1 Budget Services Part 1, for the
preparation, consideration, adoption execution and audit of the annual budget.

Balanced Budget
o The budget shall be balanced by fund.
o  The budget will be considered balanced if:
- Estimated revenues and resources for each fund wili equal or exceed recommended
appropriations,
- Fund balances meet or exceed the targeted ending fund balances established by the Board.

Fund Balances
Targeted ending fund balances for the General Fund and the Debt Service Fund are adopted with the
approval of the 2021 Budget.
¢ The General Fund will continue to maintain a fund balance (effectively working capital) equal to
at least forty percent of the next year’s estimated operating expenditures.
e The Debt Service Fund will maintain an ending fund balance equal to the following year’s
principal and interest payments.

Investment Policy

Colorado State Statutes specify investment instruments used by local governments must meet defined risk

criteria. The Metro District has adopted an investment policy that is more restrictive than the State

Statutes and is limited to:

1. U.S. Treasury Obligations: Treasury Bills, Treasury Notes, and Treasury Bonds with a final maturity
not exceeding five years from the date of purchase and U.S. Treasury STRIPS with maturities not
exceeding five years from the date of purchase.

2. Federal Instrumentality Securities: Debentures, discount notes, and callable securities with a final
maturity not exceeding five years from the date of purchase issued by the following: Federal National
Mortgage Association (FNMA), Federal Farm Credit Bank (FFCB), Federal Home Loan Bank
(FHLB), Federal Home Loan Mortgage Corporation (FHLMC), and Student Loan Marketing
Association (SLMA),




3. Repurchase Agreements, executed subject to an approved Master Purchase Agreement, with a
termination date of 90 days or less collateralized by U.S. Treasury Securities listed above with
maturities not exceeding ten years.

4. Corporate Debt: debt issued by any corporation or bank organized and operating within the United
States with a maturity not exceeding three years from the date of trade settlement. The debt must be
rated at least AA- or the equivalent at the time of purchase by at least two NRSROs and rated not less
than AA- by any Nationally Recognized Statistical Rating Organization (NRSRQ) that rates it. The
District shall limit investments in Corporate Debt to no more than 25 percent of the total portfolio and
5 percent per issuer.

5. Prime Commercial Paper with an original maturity of 180 days or less which is rated at least A-1 by
Standard & Poors or P-1 by Moody's at the time of purchase by each service which rates the
commercial paper.

6. Eligible Bankers Acceptances with original maturities not exceeding 180 days, issued on domestic

banks whose senior long-term debt is similar to 4 above; that have a combined capital and surplus of

at least $250,000,000; and have deposits insured by the FDIC.

Local Government Investment Pools authorized under CRS 24-75-701 and 702,

Money Market Mutual funds which have a rating of AAA by Standard and Poors or AAAm by

Moody's.

Falia

Purchasing Guidelines

Purchasing Guidelines are intended to ensure that purchases are made in accordance with good business
practices while streamlining necessary administration. The Purchasing Guidelines were first implemented
in the early 1980°s and were most recently revised on September 1, 2020. The Purchasing Guidelines set
the structure for delegated authority, levels for obtaining bids, and allowable purchases. In all
circumstances, approvals cannot take place unless sufficient funds have been appropriated for the project
by the Board of Directors. Any adjustment to the appropriations must also be presented to the Board of
Directors for approval.

Compensation Plan

Personnel costs represent 55% of the operating budget for the Metro District. The 2021 Budget
anticipates an average increase of 3.0% in wages for employee’s which is consistent with current market
conditions and the District’s pay for performance matrix.

The Board has established guidelines for determining wage compensation. The Board’s objective is to
administer salary changes fairly and consistently for all types of increases. To meet this objective the
Board has provided staff with the following guidelines:
_® Produce a compensation plan, which is consistent with the budget expectations found in the
annual budget.
s Aftract and retain quality employees.
Ensure market competitiveness by targeting the level of compensation to be at or slightly above
market. This is accomplished by assigning ranges so that our midpoint falls within a range of
100% to 105% of the surveyed midpoint.
¢ Ensure consistency by establishing a list of organizations for benchmark position market
comparison that will be used consistently over time for each category.
Within budget constraints, treat employees fairly.
¢ Treat exempt and non-exempt employees comparably.




Benelits

The District benefit package offers benefits that are comparable with that offered by other local
governments. There are no changes to benefit levels in the 2021 budget. The budget increase reflects the
anticipated increase in premium costs.

To provide cost effective benefits the Board has authorized the following:

1. Participation with Centennial Water and Sanitation District in a defined contribution retirement
plan. The plan is in lieu of participation in social security for regular employees and the
contribution is the same 6.2% as would be contributed to social security.

2. A 457 plan that allows for matching of employee contributions of up to 4% by the District
depending on the employees contribution level.

3. Medical, dental and vision plans offered in conjunction with the Special District Association via
the Colorado Educational Benefit Trust. These plans have historically provided premium
increases less than the market. The medical plans that are offered are fully compliant with the
Affordable Care Act,

Each year balancing available resources with the costs to provide quality services can be challenging,
Highlands Ranch Metropolitan District is committed to providing quality municipal services while
managing resources wisely. The 2021 Budget enables the Metro District to provide services which meet
needs and enhance the quality of life for its citizens.

We encourage readers to read the Introduction and narrative for each fund for more detailed information
on the Revenue Sources and the outflow of funds in addition to reviewing the financial summaries.

Sincerely,

Loy 4 C ‘/7
Stephanie Stanley

Director of Finance and Administration
Highlands Ranch Metropolitan District
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) HIGHLANDS RANCH

Metro District

Mission Statement:

We are committed to providing quality municipal services while managing
resources wisely for the community of Highlands Ranch.

Vision:

To lead cooperative efforts to assure quality, responsive service and support to our community in
the creation and management of:

1. Parks and Recreation
2. Open Space

3. Public Works

4. Cultural Activities

We will ensure wise use of our resources by encouraging citizen involvement and public/private
collaboration.

Guiding Principles:

We will be:

Respectful Responsive Innovative

10



HOW TO USE THE
BUDGET DOCUMENT

This section is intended to assist those readers not familiar with the Highlands Ranch Metropolitan District budget
documents - or local government organizations - in gaining an understanding of how the budget is organized and what
information is presented.

The first section of the Budget — the INTRODUCTION- is devoted to an overview of the Budget document. It includes:
e Budget Transmittal which overviews the philosophy related to the District

An organization chart

A recap of our mission, vision and guiding principals

Budget Highlights narrative that provides an overview of the entire budget

A tabular form of the key economic assumptions that are used to drive the significant expenditures in the budget.

The second section — the SUMMARY - includes a quick reference to basic information in a capsulated form. Included in this
section is:
¢ Combined (All Funds) statement of Revenues, Expenditures and Changes in Fund Balance for 2019 as well as the
projected 2020 and proposed 2021 fiscal years.
¢  Calculation and allocation of property tax revenue among the various funds.

The final section of the document deals with the BUDGET BY FUND which includes summaries for each of the Fund
budgets adopted by the District and specific details related to each of the expenditures for the District's various funds. For
those first reviewing a governmental document:

Funds are a self-balancing group of accounts which are used to record the expenditures for various
types of activities performed by the funds and to account for different monies coming into the
District in different ways. The fund balance represents the difference between assets and liabilities
reported in a governmental fund,

The first part of each fund section is devoted to a narrative describing the purpose of the fund and listing the activities performed
within the funds. The remainder of the fund sections contains the statements of Revenues, Expenditures and Changes in Fund
Balance for the period 2019-2021.

The various fund types contained in the Budget and a description of each are as follows:

General Fund:
The General Fund is the general operating fund of the District. This fund is used to account for all financial resources
except those required to be accounted for in another fund. Typical activities associated with this fund include operation
and maintenance of facilities and general management of the District. These activities, more fully described under the
General Fund Narrative, include expenditures for such things as parkway landscape maintenance, open space maintenance,
park maintenance, accounting, engineering, etc.

Special Revenue Funds:
Special Revenue Funds are used to collect and disburse monies earmarked for specific purposes due to either legal or
contractual arrangements,

Utility Special Revenue Fund.,

Water and wastewater operating revenues and the related expenditures for operations are accounted for in the
special revenue fund. The District has chosen this type of fund because the revenue from service fees is essentially
passed through to another entity - Centennial Water and Sanitation District - pursuant to terms of an
intergovernmental agreement (IGA). The District does not, although it is authorized to, markup the rates approved
by Centennial to recover other costs of the District or the cost of depreciation. Instead, the IGA with Centennial
is a full-service contract that requires Centennial to provide all maintenance up to but not including replacement
of the assets.

December 10, 2020 11




Utility Special Revenue Fund Continned:
Streetlight operating revenues and related expenditures for operations are also accounted for in the special revenue
fund. Similar to the Water and Wastewater operating revenues, the service rates are established to recover the cost
of the operations of the streetlights since the assets themselves are owned by Xcel Energy.

Recreation Special Revenue Fund:
This fund collects and segregates the revenues from fees paid for recreation programs offered by the District and
the use of District owned facilities. To match expenses with revenues, this fund is used to account for:

expenditures related to the direct cost of providing recreation programs.

costs related to recreation services other than programs including, in addition to the base
maintenance of facilities and fields, the enhanced maintenance necessary to provide the District’s
desired level of facilities and fields for our programs.

The base level of maintenance provided within this fund is subsidized by an operating transfer from the General
Fund, which is not the primary funding source of the fund.

Mansion Special Revenne Fund:
This fund collects and segregates the revenues paid from private rental of the Highlands Ranch Mansion and the
expenses related to providing for these rentals.

Conservation Trust Special Revenue Fund (CTF):
The CTF is a special revenue fund utilized only for the receipt of proceeds from the Colorado Lottery.
Expenditures for CTF eligible projects are made from this fund. Projects with commingled funding from Lottery
proceeds and other sources are paid from the non-CTF fund (i.e, Capital Projects Fund, Stormwater Fund, and
Major Repair Fund).

Stormwater Management Fund:
For budgetary purposes this fund collects and disburses funds related to the management of stormwater within the District
owned open space channels. A fee for stormwater management is charged to all properties in Highlands Ranch. The
expenditures related to the stormwater management program include ongoing maintenance of our channels, water quality
detention areas, educational programs and capital improvement projects designed to stabilize the open space. Additional
funding comes from the District partnering with Urban Drainage Flood Control District and other interested parties
whenever possible to complete these projects.

For financial statement purposes the revenues and operating expenditures are reflected in the General Fund. Capital
expenditures are incurred in the Capital Projects Fund, funded by a transfer equal to the appropriated amount from the
Stormwater Management Fund.

Debt Service Fund:
This fund is used to account for the accumulation of resources for, and the payment of general long-term obligation
principal, interest and other costs related to the management and retirement of debt.

Capital Projects Funds:
This fund is comprised of three sub-funds — the General Government Capital Projects Fund, the Major Repair Fund, and
the Water & Sewer Reserve Fund, all of which are discretely disclosed in the annual CAFR.

The General Government Capital Fund accounts for financial resources used for the acquisition or construction of major
capital improvement projects. The capital improvement projects funded from these resources are those identified in either
the District's Facilities Plan or the Capital Improvements Plan,

The Major Repair Fund accounts for financial resources used for major repairs, renovations or replacements of District
facitities. Funding includes cell phone tower lease income as well as transfers from the General Fund.

The Water & Sewer Reserve Fund accounts for financial resources used for replacement of in-tract water and sewer lines.
Initially, developers install and donate in-tract lines to the Metro District. As of December 31, 2019, the Metro District
owns $65.4 million of in-tract lines. In 2018, the Metro District amended the Water & Wastewater Agreement with
Centennial Water and Sanitation District to manage the replacement program.

The appendix includes copies of all key resolutions and certifications required to demonstrate compliance with Colorado
Statutes.

December 10, 2020 12




BUDGET HIGHLIGHTS

SERVICES
Highlands Ranch Metropolitan District was organized for the purpose of providing municipal type services to the community of
Highlands Ranch. The District’s service plan (last amended in 2006) authorizes the District to provide the following services:

Parks and parkway maintenance and construction

Open space maintenance

Street and storm drainage construction and miscellaneous maintenance
Streetlight operations and maintenance

Water and wastewater service

Parks, recreation and cultural programs,

In accordance with Colorado State Budget Law, the District's Board of Directors holds a public hearing in the fall of each year to
review the current year's budget, approve the following year’s budget and appropriate the funds necessary to operate for the ensuing
year. Although it is the intent of the Board of Directors to adopt a budget which will go unchanged, statutes do allow the Board
to modify the budget and the appropriation resolutions upon completion of notification and publication requirements. This budget
was prepared so that the subsequent accounting for the revenue and expenditures detailed in this docurmnent would comply with
generally accepted accounting principles. The District uses the Modified Accrual Basis of Accounting,

FUND BUDGETS

The District prepares budgets for the following funds:
Genera! Fund
Special Revenue Funds
s Utility
s  Recreation Programs
¢ Highlands Ranch Mansion (“Mansion™)
¢ Conservation Trust Fund
Stormwater Management Fund
Debt Service Fund
Capital Projects Fund includes the following sub funds:
¢  General Government Capital
¢ Major Repairs
*  Water & Sewer Reserve Fund

The rest of the Budget Highlights section provides a narrative description of the major revenue sources and expenditure items
found in the Budget. Questions concerning the contents of this document can be answered by reading the section on How to Use

the Budget Document.

REVENUE SOURCES
The District has five primary categories of revenues as well as a collection of categories labeled as other:
1. Tax revenues - the major long-term source of revenue includes property tax and specific ownership tax
2. Special revenues - primarily rates and fees for services as well as Colorado Lottery Proceeds
3. Development fees
4. Other income (includes items such as licenses from cell phone towers and equipment, capital contributions from 3%
parties, and inter and intra governmental revenue from cost sharing agreements.)
5. Investment earnings on accumulated fund balances

2019 Actual 2020 Projected 2021 Budget % Change

1)y Taxrevenues (on-going) 3 18,868,796 $§  20,494386 $ 20,480,746 -0.07%
2} Special revenues (on-going) 39,844,013 44,271,600 44.916,380 1.46%
3) Development fees (one-ting) 4,784,224 4,672,414 1,735,375 -62.86%
4a) Other income (one-time) 328,139 351,000 622,000 77.21%
4b) Other income (on-going) 2,565,508 1,952,705 1,650,000 -13.45%
5) Investment eamings {one-time) 2,265,831 719,837 282,200 -60.80%

3 68,656,511 § 72,461,942 % 69,726,701 -3.77%

December 10, 2020 13




Revenue by Source
$80,000,000
$70,000,000
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The following briefly describes the revenue sources. Detailed information on the revenue collection is found in the respective
budget sections that receive the revenues.

Taxes
The District receives property related tax revenue from two sources:
e From the assessment of property taxes against real and personal property calculated by applying a mill levy against the
current assessed value of the property; and
e  From the District's share of specific ownership taxes collected on automobiles registered in Douglas County.

Assessed Valuation. The Assessed Valuation as of January 1 of each year to be collected in the following year has been certified
as follows and has the impact on total property tax revenues as shown:

2019 AV 2020 AV Change
Collected 2020 Collected 2021 $ %
Estimated $ 1,725,882,160 $ 1,733,778,940 $ 7,896,780 0.5%

Specific Ownership Tax. The District shares in the Specific Ownership Taxes (“SOT?”) collected by Douglas County for all
automobile licensing in the county. The allocation is based on a formula established by statute that proportions the collections
first to specific entities such as the County and the school district with the remainder allocated to local entities based on their
relative property tax burden. For budgetary purposes, it is assumed that the 2021 SOT collections as a percentage of total tax
revenues will be 8% of total property tax revenues. The District saw its SOT distributions decrease in 2020 due to the reduced
mill levy associated with change in fire and emergency service. The 2021 budget projects a slight decrease from 2020 projected
collections.

Subject to limitations of the Taxpayers Bill of Rights (“TABOR”) a total mill levy is certified for both the General Fund and Debt
Service Fund. Pursuant to the TABOR and the District’s long-range forecasting needs and consistent with Ballot Question 2
referenced below which allows the District to impose a mill levy of no more than 19.750. Voters approved inclusion into the
South Metro Fire Rescue (SMFR) on May 8, 2018. In 2019, based on the intergovernmental agreement with SMFR, the Metro
District reduced its maximum mill levy by 7.0 mills to 12.750. The total combined mill levies for the General Fund and Debt
Service Fund have been allocated as follows:

2020 2021 Numeric Change % Change
General Fund mill levy 8.905 9.055 0.150 1.68%
GF allocated to capital projects -
Debt Service Fund mill levy 2.300 2.150 (0.150) -6.52%
Total Mill Levy 11.205 11.205 0.000 0.00%

* § value approximately $3,600,000
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Voter approval of Ballot Question 2 from the consolidation election held on May 2, 2006 overrode any imposed mill levy and
revenue limitation for the District established in C.R.S. 29-1-301, Therefore, the voters determined that the District’s General
Fund mill levy shall not be constrained by what is commonly referred to as “Gallagher” or “5.5% adjustment.” If the constraint
had not been overridden, Gallagher would have restricted the annual increase in General Fund property tax revenue, after
adjustment for new growth, to a 5.5% increase.

Property valuations are reassessed effective January [ of each odd numbered year. Since 2019 was a reassessment year it provides
the basis for valuation for the property taxes to be assessed for collection in 2020 and 2021. The Residential Assessment Rate
established by the State to be used by County Assessors statewide was reduced in 2017 from 7.96% of market value to 7.2% and
was reduced slightly in 2019 for 2020 collections to 7.15%. For the 2020 election year, there is an amendment on the Colorado
State ballot, Amendment B Repeal Gallagher Amendment, which if passed will freeze the residential rate at 7.15% and keep the
non-residential rate at 29%. Specific property taxes for any home are subject to the differing market value of the home which may
change in value from year to year.

Special Revenues
Utility revenues

The District’s utility rates are comprised of the following:
¢ A water and sewer base rate that is a pass-through of rates assessed by Centennial Water and Sanitation District
(*Centennial”) for providing water and wastewater service to the District's customers. Although the District is allowed
to surcharge the base rate it has chosen not to.
¢ The Metro District may charge an infrastructure replacement fee in the future to fund replacement of in-tract water and
sewer lines. The District is currently funding these replacements with a transfer from the General Fund.
e A streetlight fee assessed against:
o Residential property in order to pay for streetlights located within residential subdivisions and adjacent to
arterial roadways.
o Nonresidential property to pay for streetlights located adjacent to arterial roadways,

The District passes through the rates charged by Centennial which are summarized on page SR 4 of this budget. The water rates
charged by the District and Centennial are assessed based on actual usage subject to consumption levels determined by a “Water
Budget” calculated for each individual customer.

The streetlight fee was initially calculated to "pass-through” the costs of providing streetlight service in residential areas and is
anticipated to be similar to the unincorporated streetlight fee in other unincorporated areas that are based on the tariffs and
allowed commodity adjustments charged by Xcel Energy Company. Since 2012, the streetlight fee has recovered the cost of
streetlight service for residential areas as well as for streetlights adjacent to arterials. In 2015, the streetlight fee was increased
to $7.75 to recover costs associated with the replacement of light polls throughout Highlands Ranch, The 2021 proposed budget
proposes a decrease of this fee to $6.70.

The “typical” Highlands Ranch utility customer has a 7,500 square foot lot and has average historical annual water usage of
117,000 gallons which is the basis for the comparison shown below. Based upon the existing and proposed rate structures, the
typical single-family customer would have the following annual costs:

Increase
2020 2021 (Decrease)
Water (typical residential customer)

Centennial base rate h 456 3 480 51%
Wastewater 317 331 4.6%
Water Service Availability Charge 190 201 5.7%

964 1,012 5.1%

Streetlights 47 40 -13.5%

Stormwater 16 16 0.0%
Water & Sewer Replacement Fee - -

3 1,026 b 1,068 4.1%

Customer bills will vary from the table above if;
o The lot size is smaller than or larger than the typical lot, resulting in average bills less than or greater (han respectively
due to the water consumption portion,
*  The usage is less than or greater than the historical average customer use.
»  The customer exceeds their water budgets and is subject to additional fees based upon sharply increasing tiers for the
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excess water use.

Stormwater management fees

These fees are the primary source for funding the storm water management program, and will generate approximately $898,000
in 2021. The Metro District utilizes this fee, after funding expenses necessary to maintain conditions within the stormwater basins,
to match funds from Urban Drainage Flood Control District for capital projects. The 2021 fee is unchanged from 2020:

2020 Annual Fee 2021 Annual Fee
Residential i) 15.84 h 15.84 perunit
Non-Residential k) 23.76 5 23.76 per 3,000 sq. ft. of impervious area

Recreation program fees

The primary source of funding for the Recreation Fund is program revenues related to recreation programs and reservations of
park facilities. The fee schedule can be found in the appendix of the budget document.

Mansion rental fees
The primary source for funding the Mansion operations come from facility rental fees with additional revenues derived from
ancillary charges related to the rental events for such items as liquor sales and catering kitchen use,

Development Fees
The District has established development fees that are imposed on new residential, commercial, and industrial development:

* A TapFee is collected from new customers at the time the customer requires the installation of a meter to obtain water
service. The Tap Fee charged by the District is an amount equivalent to the Reserve Capacity Fee established by
Centennial Water and Sanitation District plus Centennial assessed fees for 1) a one-time channel stabiliz