LANTERNS METROPOLITAN DISTRICT NO. 3
ANNUAL BUDGET

FOR THE YEAR ENDING DECEMBER 31, 2026



SUMMARY
2026 BUDGET

LANTERNS METROPOLITAN DISTRICT NO. 3

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
Developer advance

Total revenues

TRANSFERS IN
Total funds available

EXPENDITURES
General Fund
Debt Service Fund
Capital Projects Fund

Total expenditures

TRANSFERS OUT

Total expenditures and transfers out
requiring appropriation

ENDING FUND BALANCES

EMERGENCY RESERVE
CAPITALIZED INTEREST
SURPLUS FUND

TOTAL RESERVE

ACTUAL ESTIMATED BUDGET
2024 2025 2026

$ 11,487,099 $ 7,957,007 $ 2,443,382
45,730 59,937 637,548
3,425 4,500 47,816
553,085 130,500 110,800
4,136,801 - -
4,739,041 194,937 796,164
13,002 - -
16,239,142 8,151,944 3,239,546
61,700 61,429 74,775
672,750 672,750 690,029
7,534,683 4,974,383 -
8,269,133 5,708,562 764,804
13,002 - -
8,282,135 5,708,562 764,804
$ 7,957,007 $ 2,443,382 § 2,474,742
$ 1,500 $ 2,000 $ 2,100
1,432,876 395,670 -
1,547,237 2,031,693 2,464,881
$ 2,981,613 $ 2,429,363 $ 2,466,981

See summary of significant assumptions.
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LANTERNS METROPOLITAN DISTRICT NO. 3
PROPERTY TAX SUMMARY INFORMATION
2026 BUDGET
WITH 2024 ACTUAL AND 2025 ESTIMATED
For the Years Ended and Ending December 31,
12/16/25

ACTUAL ESTIMATED BUDGET

2024 2025 2026
ASSESSED VALUATION
Residential $ - $ 37,470 $ 2,097,630
Agricultural 720 720 -
Vacant land 3,994,620 5,198,410 6,155,190
Personal property 4,500 4,500 4,500
Certified Assessed Value $ 3,999,840 $ 5,241,100 $ 8,257,320
MILL LEVY
General 11.433 11.436 7.640
Debt Service 0.000 0.000 69.570
Total mill levy 11.433 11.436 77.210
PROPERTY TAXES
General $ 45,730 $ 59,937 $ 63,086
Debt Service - - 574,462
Levied property taxes 45,730 59,937 637,548
Adjustments to actual/rounding - - -
Budgeted property taxes $ 45,730 $ 59,937 $§ 637,548
BUDGETED PROPERTY TAXES
General $ 45,730 $ 59,937 $ 63,086
Debt Service - - 574,462

$ 45,730 $ 59,937 $§ 637,548

See summary of significant assumptions.
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LANTERNS 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

Total revenues

Total funds available

EXPENDITURES

General and administrative

Accounting
Auditing

County Treasurer's Fee
Dues and Membership

Insurance
Legal
Miscellaneous
Election
Website
Contingency

Total expenditures

Total expenditures and transfers out
requiring appropriation

ENDING FUND BALANCES

EMERGENCY RESERVE
TOTAL RESERVE

ACTUAL ESTIMATED BUDGET
2024 2025 2026
$ 24279 $ 12,511 $ 16,019
45,730 59,937 63,086
3,425 4,500 4,731
777 500 800
49,932 64,937 68,617
74,211 77,448 84,636
36,721 32,000 34,000
6,500 7,000 7,250
686 899 946
- 322 1,000
2,671 2,771 3,500
14,941 15,000 22,000
- 37 -
181 2,400 -
- 1,000 1,200
- - 4,879
61,700 61,429 74,775
61,700 61,429 74,775
$ 12,511 $ 16,019 $ 9,861
$ 1,500 $ 2,000 $ 2,100
$ 1,500 $ 2,000 $ 2,100

See summary of significant assumptions.
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LANTERNS METROPOLITAN DISTRICT NO. 3

DEBT SERVICE FUND
2026 BUDGET

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

ACTUAL ESTIMATED BUDGET
2024 2025 2026
BEGINNING FUND BALANCES $ 3,465,788 $ 2,980,113 $ 2,427,363
REVENUES
Property taxes - - 574,462
Specific ownership taxes - - 43,085
Interest Income 174,073 120,000 110,000
Total revenues 174,073 120,000 727,547
TRANSFERS IN
Transfers from other funds 13,002 - -
Total funds available 3,652,863 3,100,113 3,154,910
EXPENDITURES
General and administrative
County Treasurer's Fee - - 8,617
Contingency - - 8,662
Debt Service
Paying agent fees 13,000 13,000 13,000
Bond interest 659,750 659,750 659,750
Total expenditures 672,750 672,750 690,029
Total expenditures and transfers out
requiring appropriation 672,750 672,750 690,029
ENDING FUND BALANCES $ 2,980,113 $§ 2,427,363 $ 2,464,881
CAPITALIZED INTEREST $ 1432876 $ 395670 $ -
SURPLUS FUND 1,547,237 2,031,693 2,464,881
TOTAL RESERVE $ 2,980,113 $§ 2,427,363 $ 2,464,881

See summary of significant assumptions.
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LANTERNS METROPOLITAN DISTRICT NO. 3
CAPITAL PROJECTS FUND
2026 BUDGET
WITH 2024 ACTUAL AND 2025 ESTIMATED
For the Years Ended and Ending December 31,

ACTUAL ESTIMATED BUDGET

2024 2025 2026
BEGINNING FUND BALANCES $ 7,997,032 $ 4,964,383 $
REVENUES
Developer advance 4,136,801 -
Interest Income 378,235 10,000
Total revenues 4,515,036 10,000
Total funds available 12,512,068 4,974,383
EXPENDITURES
General and Administrative
Bond issue costs 27,000 -
Capital Projects
Repay developer advance 3,337,322 -
Engineering 33,560 7,291
Capital outlay 4,136,801 -
Intergovernmental expenditures - 4,967,092
Total expenditures 7,534,683 4,974,383
TRANSFERS OUT
Transfers to other fund 13,002 -
Total expenditures and transfers out
requiring appropriation 7,547,685 4,974,383
ENDING FUND BALANCES $ 4,964,383 $ - $

See summary of significant assumptions.
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LANTERNS METROPOLITAN DISTRICT NO. 3
2026 BUDGET
SUMMARY OF SIGNIFICANT ASSUMPTIONS

Services Provided

Lanterns Metropolitan District No. 3 , a quasi-municipal corporation and a political subdivision of the State
of Colorado, was organized by order and decree of the District Court on November 25, 2014, and is
governed pursuant to provisions of the Colorado Special District Act (Title 32, Article 1, Colorado Revised
Statutes). The District operates under a Service Plan approved by the Town Council of the Town of Castle
Rock on August 21, 2018. The District’s service area is located in the Town of Castle Rock, in Douglas
County.

The District was established to provide financing for the design, acquisition, installation, construction and
completion of public improvements and services, including water, sanitation, street, safety protection,
park and recreation, transportation, television relay and translation and mosquito control improvements
and services.

The Service Plans for Districts Nos. 1-3 limits the aggregate amount of debt that they may issue together
to $87,000,000.

The District has no employees and all 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.

The calculation of the taxes levied is displayed on the Property Tax Summary page of the budget using
the adopted mill levy imposed by the District.



LANTERNS METROPOLITAN DISTRICT NO. 3
2026 BUDGET
SUMMARY OF SIGNIFICANT ASSUMPTIONS

Revenues (Continued)
Property Taxes (Continued)

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%

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 7.50% of the property taxes collected.

Interest Income

Interest earned on the District’s available funds has been estimated based on historical earnings.

Expenditures
Administrative and Operating Expenditures
Operating and administrative expenditures include the estimated services necessary to maintain the
District's administrative viability such as legal, accounting, insurance, and other administrative
expenditures.
County Treasurer’s Fees
County Treasurer’s collection fees have been computed at 1.50% of property taxes.

Debt Service

There is no schedule of debt amortization for the Series 2023A-2 and Series 2023B(2) Bonds as they are
structured as cash flow bonds as discussed in the Bond Details



LANTERNS METROPOLITAN DISTRICT NO. 3
2026 BUDGET
SUMMARY OF SIGNIFICANT ASSUMPTIONS

Debt and Leases

2023 Bonds

The District issued bonds on October 27, 2023, in the par amounts of $9,100,000 for the Limited Tax
General Obligation Bonds, Series 2023A-1 (the 2023A-1 Bonds), $5,461,793, appreciating to a principal
amount of $8,145,000, for the Limited Tax General Obligation Convertible Capital Appreciation Bonds,
Series 2023A-2 (the 2023A-2 Bonds), and $2,175,000 for the Subordinate Limited Tax General
Obligation Bonds, Series 2023B (the Subordinate Bonds, and together with the 2023A-1 Bonds and
2023A-2 Bonds, the Bonds).

The Bonds may be subject to acceleration pursuant to mandatory redemption provisions as described in
the applicable Indenture and do not have any unused lines of credit. No assets have been pledged as
collateral on the Bonds.

Proceeds of the Bonds

Proceeds from the sale of the 2023A-1 Bonds and 2023A-2 Bonds (collectively, the Senior Bonds) were
used for the purposes of (a) paying Project Costs, (b) funding capitalized interest for the Series 2023A-1
Bonds, (c) funding the Initial Surplus Fund Deposit to the Surplus Fund, and (d) paying costs and
expenses incidental to the issuance of the Bonds. Proceeds from the sale of the Subordinate Bonds were
used for the purpose of paying or reimbursing Project Costs.

Optional Redemption

The Bonds are subject to redemption prior to maturity, at the option of the District, on December 1, 2028,
and on any date thereafter, upon payment of par, accrued interest, and a redemption premium equal to
a percentage of the principal amount so redeemed as follows:

Date of Redemption Redemption Premium
December 1, 2028, to November 30, 2029 3.00%
December 1, 2029, to November 30, 2030 2.00
December 1, 2030, to November 30, 2031 1.00
December 1, 2031, and thereafter 0.00

Details of the 2023A-1 Bonds

The 2023A-1 Bonds bear interest at 7.25%, payable semi-annually on June 1 and December 1, beginning
on December 1, 2023. Annual mandatory sinking fund principal payments are due on December 1 of
each year beginning on December 1, 2030. The 2023A-1 Bonds mature on December 1, 2053.

To the extent principal of any 2023A-1 Bond is not paid when due, such principal shall remain outstanding
until paid subject to the Senior Termination Date. To the extent interest on any 2023A-1 Bond is not paid
when due, such interest shall compound semiannually on each interest payment date, at the rate then
borne by the 2023A-1 Bond.

The Senior Bonds and interest thereon will be deemed to be paid, satisfied, and discharged on December
2 of the year which is thirty-six (36) years after the First Debt Service Mill Levy Imposition Year of the
Senior Required Mill Levy (the “Senior Termination Date”), regardless of the amount of principal and
interest remaining unpaid. Events of default on the Senior Bonds occur if the District fails to impose the
Senior Required Mill Levy, or to apply the Senior Pledged Revenues as required by the Senior Indenture
and does not comply with other customary terms and conditions consistent with normal municipal
financing as described in the Senior Indenture. Acceleration of the Senior Bonds shall not be an available
remedy for an Event of Default.



LANTERNS METROPOLITAN DISTRICT NO. 3
2026 BUDGET
SUMMARY OF SIGNIFICANT ASSUMPTIONS

Debt and Leases (Continued)

Details of the 2023A-2 Bonds

The 2023A-2 Bonds were issued as capital appreciation bonds, convertible to current interest bonds on
December 1, 2028. Prior to conversion to current interest bonds, the 2023A-2 Bonds accrete in value at
an annual yield equal to 8.00% from their date of issuance. The accreted amount compounds semi-
annually on June 1 and December 1, beginning on December 1, 2023, to and including December 1,
2028. Such accreted amount, together with the original principal amount of the 2023A-2 Bonds, bears
additional interest at 8.00%. The accreted 2023A-2 Bonds principal balance at conversion on December
1, 2028, will be $8,145,000. Upon conversion to current interest bonds, interest is payable semi-annually
on June 1 and December 1, commencing on December 1, 2028. Annual principal payments are due on
December 1 of each year, with a final maturity on December 1, 2053.

Senior Pledged Revenue

The Senior Bonds are secured by and payable solely from and to the extent of the Senior Pledged
Revenue consisting of moneys derived by the District from (i) the Senior Required Mill Levy, net of fees
of the County, (ii) Specific Ownership Taxes collected as a result of the imposition of the Senior Required
Mill Levy, and (iii) any other legally available moneys which the District determines to apply as Senior
Pledged Revenue.

Subordinate Bonds Details

The Subordinate Bonds are structured as cash flow bonds meaning that there are no scheduled
payments of principal or interest prior to the final maturity date. The Subordinate Bonds bear interest at
the rate of 9.25% per annum. Principal and interest on the Subordinate Bonds is payable annually on
each December 15 commencing December 15, 2023, payable only from and to the extent of available
Subordinate Pledged Revenue in the Subordinate Bond Fund.

To the extent principal of any bond is not paid when due, such principal is to remain outstanding until the
earlier of its payment or the Subordinate Termination Date and is to continue to bear interest at the rate
then borne by the Subordinate Bond. In the event interest on any bond is not paid when due, such interest
is to compound annually on each December 15, at the rate then borne by the Subordinate Bond.

The Subordinate Bonds and interest thereon will be deemed to be paid, satisfied, and discharged on
December 16 of the year which is thirty-six (36) years after the First Debt Service Mill Levy Imposition
Year of the Subordinate Required Mill Levy (the Subordinate Termination Date), regardless of the amount
of principal and interest remaining unpaid.

Events of default on the Subordinate Bonds occur if the District fails to impose the Subordinate Required
Mill Levy, or to apply the Subordinate Pledged Revenues as required by the Subordinate Indenture and
does not comply with other customary terms and conditions consistent with normal municipal financing
as described in the Subordinate Indenture. Acceleration of the Subordinate Bonds shall not be an
available remedy for an Event of Default.

Subordinate Pledged Revenue

The Subordinate Bonds are secured by and payable solely from and to the extent of the Subordinate
Pledged Revenue consisting of moneys derived by the District from (i) the Subordinate Required Mill
Levy, net of fees of the County, (ii) Specific Ownership Taxes collected as a result of the imposition of
the Subordinate Required Mill Levy, and (iii) any other legally available moneys which the District
determines to apply as Subordinate Pledged Revenue.




LANTERNS METROPOLITAN DISTRICT NO. 3

2026 BUDGET

SUMMARY OF SIGNIFICANT ASSUMPTIONS

Debt and Leases (Continued)

The District has no operating or capital leases

The following is a summary of the District’s long-term obligations:

Series 2023A-2 Convertible Capital Appreciation Bonds
Series 2023B(2) Cashflow Bonds

Developer Advance - O&M

Developer Advance - Capital

Accrued Interest on:
Series 2023B(2) Cashflow Bonds
Developer Advance - O&M
Developer Advance - Capital
Total

Series 2023A-2 Convertible Capital Appreciation Bonds
Series 2023B(2) Cashflow Bonds

Developer Advance - O&M

Developer Advance - Capital

Accrued Interest on:
Series 2023B(2) Cashflow Bonds
Developer Advance - O&M
Developer Advance - Capital
Total

*Amounts are estimated

Balance at Balance at

December 31, December 31,
2024 Additions Reductions 2025

$ 5,951,471 $ 485605 $ - $ 6,437,076

2,175,000 - - 2,175,000

50,849 - - 50,849

799,479 - - 799,479

239,662 225,071 - 464,733

2,137 2,119 - 4,256

51,948 34,688 - 86,636

$ 9270546 $ 747,483 $ - $10,018,029

Balance at Balance at

December 31, December 31,
2025 Additions Reductions 2026

$ 6,437,076 $ 525,271 $ - $ 6,962,347

2,175,000 - - 2,175,000

50,849 - - 50,849

799,479 - - 799,479

464,733 267,285 - 732,018

4,256 2,204 - 6,460

86,636 36,102 - 122,738

$ 10,018,029 $ 830,862 $ - $10,848,891

Reserve Funds

Emergency Reserve

The District has provided for an emergency reserve fund equal to at least 3% of fiscal year spending for

2026 as defined under TABOR.

This information is an integral part of the accompanying budget.
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LANTERNS METROPOLITAN DISTRICT NO. 3
SCHEDULE OF DEBT SERVICE REQUIREMENTS TO MATURITY

$9,100,000
Limited Tax General Obligation Bonds
Bonds Series 2023A-1
and Interest Dated October 27, 2023
Maturing Interest Rates: 7.000%

in the Interest Payable June 1 and December 1

Year Ending Principal Due December 1

December 31, Principal Interest Total
2026 $ - $ 659,750 $ 659,750
2027 - 659,750 659,750
2028 - 659,750 659,750
2029 - 659,750 659,750
2030 20,000 659,750 679,750
2031 85,000 658,300 743,300
2032 120,000 652,138 772,138
2033 130,000 643,438 773,438
2034 150,000 634,013 784,013
2035 165,000 623,138 788,138
2036 190,000 611,175 801,175
2037 205,000 597,400 802,400
2038 235,000 582,538 817,538
2039 255,000 565,500 820,500
2040 285,000 547,013 832,013
2041 310,000 526,350 836,350
2042 345,000 503,875 848,875
2043 370,000 478,863 848,863
2044 415,000 452,038 867,038
2045 445,000 421,950 866,950
2046 495,000 389,688 884,688
2047 530,000 353,800 883,800
2048 590,000 315,375 905,375
2049 630,000 272,600 902,600
2050 695,000 226,925 921,925
2051 745,000 176,537 921,537
2052 815,000 122,525 937,525
2053 875,000 63,438 938,438

$ 9,100,000 $ 13,717,367 $ 22,817,367

See summary of significant assumptions.
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