Attachment D

Testimony to the Senate Local Government Committee regarding transparency and disclosure in Metro Districts

My name is Fayre Ruszczyk and | am a citizen/elector that lives in a metro district.

Section 1 of SB 262 regarding notices for metro District Election, says to choose 2/5 ways to inform residents of an
upcoming election. None of these methods is effective. Take a look at the pictures of notices placed for public view in
the packets | have provided. These are not uncommon methods of posting notices. Email should be the mandatory way
of communicating this information with residents and it should be mandatory that notices be sent to all electors in a
metro district regardless of size. The majority of metro districts have fewer than 1000 electors, so this exception to the
rule would eliminate just about everybody in metro districts. Not very democratic.

There should be additional provisions requiring certain critical information to be contained in the notice. For example,
conflicts of interest between the developer board members and the residents. In addition, a self-nomination form to be
on the Board should be given to a resident as soon as a contract to purchase is completed.

Section 3 of the bill requires the creation of an official website for metro districts that requires certain documents be
posted such as the current budget, prior year audit, the annual report, most current election results, notice of election, a
map of district boundaries, notice of meetings, and whatever is deemed appropriate by the board of directors. There
are significant disclosures missing. All the information that is provided on the DOLA website should be included on this
website: all meeting and elections notices and results plus notes from all board meetings, all budgets and audits, DOLA
reports showing debt issued and remaining debt, all conflicts of interest between the members of the board who are
affiliated with the builder/developer and the residents, information that the board has the exclusive right to vote on
issuing debt and that residents have the right to serve on the board as soon as they purchase property. There should be
a link to a self-nominating form.

All Intergovernmental agreements should be listed, especially those signed at each end by developer board members.
Nothing like signing an agreement with oneself. The original service plan and all amendments should be included. A
“truth in lending” disclosure report as referenced in Section 7 (as revised below) should be included as well.

| am submitting a suggested financial disclosure for your consideration that | consider vital for potential buyers/residents
in a Metro District. In addition to knowing they are buying into a metro district, they need to understand what it is, how
it is governed and that they have the right to be on the Board of Directors. They need to understand that any
developer/builder members of the Board of Directors have a conflict of interest with buyers/residents.

Critical information that potential buyers in a metro district need to know is as follows:

1.) Total amount of authorized resident debt voted on in the initial ballot,

2.) Total amount of outstanding debt that has actually been issued,

3.) The length of time for the debt,

4.) Anticipated schedule for future debt,

5.) The current total community payment for the debt,

6.) Average annual payment for each resident

7.) The interest rate for all the loans and debt

8.) Current mill rate for all district debt and operations/maintenance

9.) Current mill rate for all other property tax expenses (city/county, school, fire property taxes)

10.) Current amount of all property taxes

11.) Percentage of all property taxes paid for district debt and operations/maintenance compared with
total property tax bill

12.) The assessed valuation of the district property and the amount of debt + interest in order to determine:

14.) The ratio of debt to valuation (DOLA stated in 2006 that a ratio higher than 20% raises concerns
about the financial health of the district. |just evaluated a district that has a 603% ratio in your district,
madame chairman.

Metro Districts are currently a big problem and it is up to you to correct it. We taxpayers are watching.
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Dear Members of the Senate Local Government Committee:

Having practiced securities and corporate law for decades, with a focus on corporate public
finance, | have noticed the initial approach of the CO legislation with regard to regulation of
metro districts has been to require “disclosure” and not necessarily “regulation.”

Historically, this approach has been utilized with success by the Securities and Exchange
Commission (SEC), which mandates relevant disclosure requirements for all public offerings of
securities. However, it’s disclosure requirements are then ultimately determined by a large and
skilled staff of attorneys who exhaustively review each corporate offering prospectus, requiring
additional disclosures as deemed appropriate and necessary in order to fully apprise the
investing public of all pertinent information relative to the particular offering of public securities.

Furthermore, this regulatory compliance process has been buttressed by an extremely robust
and aggressive litigation bar, organized and practicing in large U.S. cities (especially NYC) that
seeks to sue corporations making such offerings if such law firms determined legal cause exists
to do so. Many of these legal actions are in the form of “class actions” with thousands of
“plaintiffs” represented in a class of investors. Itis a very lucrative area of legal practice and
functions, on a defacto basis, as an adjunct “regulatory” process that at least ostensibly
supports the SEC disclosure requirements.

Unfortunately the Colorado General Assembly has, as of this date, not seen fit to provided any
such follow on regulatory compliance processes to with regard to metro district regulation that,
in any way, would seek to assure compliance even with their currently proposed minimal
disclosure requirements. Such an approach to the adoption of legislation by the General
Assembly, in this particular matter, would undoubtedly result in merely an “aspirational”
statement of desired expectations of behavior with regard to special metro districts. Based
upon the documented and observed behaviors of many of the special districts operating in
Colorado, this approach is entirely without merit. Without any actual legal regulatory authority to
enforce compliance requirements, such a “legislative approach” is guaranteed to fail and thus
be a colossal waste of time and resources. (see article below re: acts of a metro district)

I urge the General Assembly to get back to work and develop a comprehensive approach to
the regulations of special metro district operating in Colorado in order to stop the predatory
practices of many of these totally unregulated districts, which practices are all to common in
this state.

COLORADO CITIZENS DESERVE BETTER REPRESENTATION FROM EACH OF OUR
ELECTED MEMBERS IN THE GENERAL ASSEMPLY THAN WHAT IS CURRENTLY
BEING EXHIBITED IN THIS MATTER!

Sincerely,

L. D. Gardner
Lakewood CO



Developer sues metro district over payments; district
counter-sues claiming it was abused

Conflicts of interest allow for developers to pocket even greater
amounts of cash, lawsuit says

Metro districts will finance infrastructure costs with bonds that future homeowners must repay, sometimes

taking as much as four
decades to accomplish

By DAVID MIGOYA | dmigoya@denverpost.com | The Denver Post

May 12, 2021 at 6:00 a.m.

2

A lawsuit by developers to force an Adams County metro district they built to pay up millions of
dollars they say they're owed has led to a countersuit alleging organized crime and fraud.

Homebuilder Lennar Colorado and developer Stratus Amber Creek sued the Amber Creek
Metro District in March 2021 claiming they’re owed nearly $4 million for costs they incurred
making infrastructure improvements at the subdivision.

The district, in a counter-suit filed April 30, said it's been victimized by the developers, who
used Colorado’s metro district laws to “fleece” it out of millions of dollars and “used their control
over the district as a profit center.”

The lawsuit is the first in which a resident-controlled metro district is taking on the developers
who sat on its board of directors and passed the laws governing how it would operate Amber
Creek was formed in 2006 and Lennar and Stratus came on board in 2014, state records show.

Lennar is one of the nation’s largest homebuilders and a participant in dozens of metro districts
across Colorado. Stratus is run by the Dean family, developers of several metro districts,
according to records filed with the Colorado secretary of state.

In nearly every case, developers create a metro district and vote themselves, family members,
or employees onto the district board of directors before any homes are built. From there they
frequently make decisions that affect hundreds of future homeowners, including property tax
levies to pay for the infrastructure the developers install. Many of those agreements cannot be
undone.

The costs are paid for with bonds the district sells and that future homeowners repay through
additional property taxes the developers establish before any homes are actually built.
Repayment terms can run up to 40 years or longer.

Amber Creek residents took control of the district's board in May 2018, according to the
lawsuit, but not before Lennar and Stratus representatives on the board “rushed to certify prior
infrastructure costs of approximately $15 million” in the weeks before the election to ensure
they would be paid.

One of the Amber Creek bonds, issued in 2017, projected interest rate returns as high as 74%,
or payments totaling “a minimum of $25.8 million on a debt with a face value of $1.7 million,”
the counter-lawsuit says. “A 1,370% return.”



The counter-suit also claims Lennar and Stratus told the city of Thornton, where the
development is located, that the public infrastructure they built is worth about $7 million.

The builders valued the roads within the district at $2.2 million but sought payment from the
district totaling more than $8 million.

“The Amber Creek Metropolitan District was formed ostensibly to facilitate the construction of
public infrastructure improvements, such as roads and sewers, within ... the district,” the
counter-lawsuit reads. “In reality, (Lennar and Stratus) and their accomplices managed Amber
Creek as an enterprise under the Colorado Organized Crime Control Act ... engaged in serial
acts of mail fraud, wire fraud, usury, (and) bribery ... to perpetrate their scheme.”

Attorneys for Lennar told The Post in an email that the company does not comment on
pending litigation, as did the attorneys for Stratus.

“This will only add to the financial hardship for our community,” Amber Creek resident Jenn
Barrett said about the lawsuit by Lennar and Stratus. “I am at a loss for words as to how this
will impact future costs associated with our increasing property taxes, which increased 300%
from last year.”

The Post in 2019 published a comprehensive investigation into the inner workings of the
state’s more than 2,000 metro districts, virtually the exclusive method used to construct new
homes in Colorado.

Among its findings was how some developers purchased the very bonds they had authorized
while members of the metro district board they were building, not only guaranteeing high
returns but, in some cases, that the profits were tax-free.

Amber Creek was among them. The district issued $17 million in senior bonds in 2017 to
investors at varying interest rates up to 7.75%. Another $1.7 million in junior bonds went to
Lennar at 10.7% with an expected payday of $25.8 million over 30 years, The Post found. The
effective interest rate: 39.6%.

In its lawsuit, Lennar claims the agreements it signed in 2014 with Stratus — each with
members on the district’'s board of directors — guaranteed its repayment through bond
proceeds.

One of those infrastructure projects was a widening of 136th Avenue, which the Lennar/Stratus
lawsuit says was “for the benefit of the district and its residents.”

The companies, however, took advantage of their position controlling the district’s construction
costs and its board, according to the counter-lawsuit.

The companies sought $2.4 million for expanding the north side of the five-lane roadway, a
project, according to the counter-lawsuit, “that was originally projected by Stratus and Lennar
to cost approximately $340,000.”
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