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any jurisdiction in which such offer, solicitation or sale would be unlawful prior to registration, qualification or filing under the securities laws of any such jurisdiction.
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NEW ISSUE - Book-Entry Only

In the opinion of Bond Counsel, assuming the accuracy of certain representations and certifications, and continuing compliance with certain tax
covenants, under existing statutes, regulations, rulings and judicial decisions, interest on the Bonds is excludable from gross income for federal
income tax purposes and is not an item of tax preference for purposes of the federal alternative minimum tax imposed on individuals. Interest
on the Bonds included in the adjusted financial statement income of certain corporations is not excluded from the federal corporate alternative
minimum tax. See “TAX MATTERS” herein for a description of certain other federal tax consequences of ownership of the Bonds.

THE BONDS HAVE NOT BEEN DESIGNATED AS “QUALIFIED TAX-EXEMPT OBLIGATIONS” FOR FINANCIAL INSTITUTIONS.

$37,255,000"
BLOOMING GROVE INDEPENDENT SCHOOL DISTRICT
(A political subdivision of the State of Texas located in Navarro County, Texas)
UNLIMITED TAX SCHOOL BUILDING BONDS
SERIES 2025

Dated Date: August 1, 2025 Due: August 15, as shown on the inside cover page

Blooming Grove Independent School District (the “District”) is issuing its $37,255,000" Unlimited Tax School Building Bonds, Series 2025 (the
“Bonds”). The Bonds are issued pursuant to the Constitution and general laws of the State of Texas (the “State”), including particularly Chapter
45, Texas Education Code, as amended, and an election held in the District on May 3, 2025 authorizing the issuance of unlimited tax bonds and
an order (the “Order”) to be adopted by the Board of Trustees (the “Board”) of the District on August 7, 2025. The Bonds, when issued, will be
direct obligations of the District. The Bonds are payable from the proceeds of an ad valorem tax levied, without legal limit as to rate or amount,
on all taxable property located within the District, as provided in the Order (see “THE BONDS — Authority for Issuance”). Additionally, the
District has received conditional approval of the Bonds to be guaranteed by the Permanent School Fund of the State of Texas (see “APPENDIX
D - THE PERMANENT SCHOOL FUND GUARANTEE PROGRAM”).

Interest on the Bonds will accrue from the date of their delivery and will be payable on August 28, 2025 (a one-time special interest payment
date) and thereafter on February 15 and August 15 of each year, until stated maturity or prior redemption. The Bonds will be issued in principal
denominations of $5,000 or any integral multiple thereof within a stated maturity. Interest accruing on the Bonds will be calculated on the basis
of a 360-day year of twelve 30-day months (see “THE BONDS — Description of the Bonds™).

The District intends to use the Book-Entry Only System of The Depository Trust Company (“DTC”), but use of such system could be
discontinued. Principal, premium, if any, and interest on the Bonds will be payable to Cede & Co., as nominee for DTC, by UMB Bank, N.A.,
Austin, Texas, as the initial Paying Agent/Registrar (the “Paying Agent/Registrar”) for the Bonds. No physical delivery of the Bonds will be
made to the beneficial owners thereof. Such Book-Entry Only System will affect the method and timing of payment and the method of transfer
of the Bonds (see “THE BONDS — Book-Entry Only System”).

Proceeds from the sale of the Bonds will be used (i) for the construction, acquisition, rehabilitation, renovation, expansion and equipment of
school buildings (with priority given to improvements that provide additional classroom spaces and improvements that enhance the District’s
career technical education and agricultural sciences programs) and (ii) to pay the costs incurred in the issuance of the Bonds. (See “THE BONDS
— Purpose” and “THE BONDS — Sources and Uses of Funds”).

The District reserves the right to redeem at its option the Bonds maturing on and after August 15,20, in whole or from time to time in part, in
the principal amount of $5,000 or any integral multiple thereof, before their respective scheduled maturity dates, on August 15,20 or on any
date thereafter, at a redemption price equal to the principal amount thereof plus accrued interest to the date of redemption.

The Bonds are offered for delivery when, as, and if issued and received by the underwriters listed below (the “Underwriters”) and subject to the
approving opinion of the Attorney General of Texas and the legal opinions of Leon Alcala, PLLC, Austin, Texas, as Bond Counsel, as to the
validity of the Bonds under the Constitution and the general laws of the State of Texas, and the exclusion from gross income for federal income
tax purposes under Section 103 of the Internal Revenue Code of 1986 (see “APPENDIX C — FORM OF BOND COUNSEL’S OPINION”).
Certain legal matters will be passed upon for the Underwriters by Jackson Walker, LLP, Houston, Texas, as counsel to the Underwriters.

It is expected that the Bonds will be available for delivery through DTC on or about August 22, 2025.
RAYMOND JAMES
FROST BANK STEPHENS INC.

* Preliminary subject to change



PRINCIPAL AMOUNTS, MATURITIES, INTEREST RATES AND YIELDS
$37,255,000" Unlimited Tax School Building Bonds, Series 2025

(Interest accrues from date of delivery)

M | |* SERIAL BONDS
Initial CUSIP Initial CUSIP
Maturity Principal Interest Reoffering No.© Maturity Principal Interest Reoffering No.©
(8/15)® Amount* Rate Yield® (094275) (8/15)@ Amount* Rate Yield® (094275)
$[ 1" TERM BONDS
$[ ]Term Bonds due August 15, [ ], Priced to Yield %, CUSIP No. 444348
$[ ] Term Bonds due August 15, [ ], Priced to Yield %, CUSIP No. 444348
$[ ] Term Bonds due August 15, [ ], Priced to Yield %, CUSIP No. 444348

* Preliminary, subject to change.

(a) The District reserves the right to redeem at its option the Bonds maturing on and after August 15,20__, in whole or from time to time in part,
in the principal amount of $5,000 or any integral multiple thereof, before their respective scheduled maturity dates, on August 15,20 or on
any date thereafter, at a redemption price equal to the principal amount thereof plus accrued interest to the date of redemption. (See “THE
BONDS — Optional Redemption”). If two or more consecutive serial maturities of the Bonds are grouped into a single maturity (the “Term
Bonds”) by the Underwriters, such Term Bonds will be subject to mandatory sinking fund redemption in accordance with the applicable
provisions in the Order.

(b) The initial yields are established by, and are the sole responsibility of, the Underwriters and may subsequently be changed.

(c) CUSIP numbers are included solely for the convenience of the owners of the Bonds. CUSIP is a registered trademark of the American Bankers
Association. CUSIP data herein is provided by CUSIP Global Services, managed by FactSet Research Systems Inc. on behalf of The American
Bankers Association. This data is not intended to create a database and does not serve in any way as a substitute for the CUSIP Services.
Neither the Underwriters, the District, nor the Financial Advisor is responsible for the selection or correctness of the CUSIP numbers set forth
herein. Further, CUSIP numbers are subject to being changed after the issuance of the Bonds as a result of various subsequent actions
including, but not limited to, a partial defeasance of the Bonds.



USE OF INFORMATION IN THIS OFFICIAL STATEMENT

For purposes of compliance with Rule 15c2-12 of the Securities and Exchange Commission (the “Rule”), this
document constitutes an Official Statement of the District with respect to the Bonds that has been deemed ‘‘final” by
the District as of its date except for the omission of no more than the information permitted by the Rule.

This document, when further supplemented by adding additional information specifying the interest rates and certain
other information relating to the Bonds, shall constitute a “final official statement” of the District with respect to the
Bonds, as such term is defined in the Rule.

This Official Statement is not to be used in connection with an offer to sell or the solicitation of an offer to buy in any
jurisdiction in which such offer or solicitation is not authorized or in which the person making such offer or solicitation
is not qualified to do so or to any person to whom it is unlawful to make such offer or solicitation.

No dealer, broker, salesman, or other person has been authorized by the District or the Underwriters to give any
information or to make any representation with respect to the Bonds, other than as contained in this Official Statement,
and if given or made, such other information or representations must not be relied upon as having been authorized by
either of the foregoing.

Any information and expressions of opinion herein contained are subject to change without notice, and neither the
delivery of the Official Statement nor any sale made hereunder shall, under any circumstances, create any implication
that there has been no change in the affairs of the District or other matters described herein since the date hereof. See
“CONTINUING DISCLOSURE OF INFORMATION” for a description of the District’s undertaking to provide
certain information on a continuing basis.

THE BONDS ARE EXEMPTED FROM REGISTRATION WITH THE UNITED STATES SECURITIES AND
EXCHANGE COMMISSION AND CONSEQUENTLY HAVE NOT BEEN REGISTERED THEREWITH. THE
REGISTRATION, QUALIFICATION, OR EXEMPTION OF THE BONDS IN ACCORDANCE WITH
APPLICABLE SECURITIES LAW PROVISIONS OF THE JURISDICTION IN WHICH THESE SECURITIES
HAVE BEEN REGISTERED OR EXEMPTED SHOULD NOT BE REGARDED AS A RECOMMENDATION
THEREOF.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVER-ALLOT OR EFFECT
TRANSACTIONS WHICH STABILIZE THE MARKET PRICE OF THE BONDS AT A LEVEL ABOVE THAT
WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED,
MAY BE DISCONTINUED AT ANY TIME.

Neither the District, the Financial Advisor nor the Underwriters makes any representation or warranty with respect to
the information contained in this Official Statement regarding The Depository Trust Company or its Book-Entry Only
System or the affairs of the Texas Education Agency described under “APPENDIX D - THE PERMANENT SCHOOL
FUND GUARANTEE PROGRAM”.

The agreements of the District and others related to the Bonds are contained solely in the contracts described herein.
Neither this Official Statement nor any other statement made in connection with the offer or sale of the Bonds is to be
construed as constituting an agreement with the purchasers of the Bonds. INVESTORS SHOULD READ THE
ENTIRE OFFICIAL STATEMENT, INCLUDING ALL SCHEDULES AND APPENDICES ATTACHED
HERETO, TO OBTAIN INFORMATION ESSENTIAL TO MAKING AN INFORMED INVESTMENT
DECISION.

The Underwriters have provided the following sentence for inclusion in this Official Statement. The Underwriters
have reviewed the information set forth in this Official Statement in accordance with, and as part of, their
responsibilities to investors under the federal securities laws as applied to the facts and circumstances of this
transaction, but none of the Underwriters guarantees the accuracy or completeness of such information.

THIS OFFICIAL STATEMENT CONTAINS “FORWARD-LOOKING” STATEMENTS. SUCH STATEMENTS
MAY INVOLVE KNOWN AND UNKNOWN RISKS, UNCERTAINTIES AND OTHER FACTORS WHICH
MAY CAUSE THE ACTUAL RESULTS, PERFORMANCE AND ACHIEVEMENTS TO BE DIFFERENT THAN
THE FUTURE RESULTS, PERFORMANCE AND ACHIEVEMENTS EXPRESSED OR IMPLIED BY SUCH
FORWARD-LOOKING STATEMENTS. INVESTORS ARE CAUTIONED THAT ACTUAL RESULTS COULD



DIFFER MATERIALLY FROM THOSE SET FORTH IN THE FORWARD-LOOKING STATEMENTS. SEE
“OTHER INFORMATION - Forward Looking Statements” HEREIN.

References to web site addresses presented herein are for informational purposes only and may be in the form of a
hyperlink solely for the reader’s convenience. Unless otherwise specified, such web sites and the information or links
contained therein are not incorporated into, and are not a part of, this Official Statement.



TABLE OF CONTENTS

OFFICIAL STATEMENT SUMMARY ......cccooovviiiiniiiiiiiinnes i
BLOOMING GROVE INDEPENDENT SCHOOL

DISTRICT ..ottt il
SELECTED FINANCIAL INFORMATION........cccoeviiiiinnnns iii
GENERAL FUND CONSOLIDATED STATEMENT

DISTRICT OFFICIALS, STAFF AND
CONSULTANTS ..ottt iv
Elected Officials
Selected Administrative Staff ...........c.cccccovneeccnnnecccennne iv
Consultants and AdVISOIS.........coeveereinerreneireeneeseenens i

INTRODUCTION.........ccoeuuee.
Description of the District

THE BONDS.....ccooiiriiine
Description of the Bonds.........cccoceeviinvieneineinecvecseeee
Optional Redemption ............ccueeiereirenieenieiecseesee e
Mandatory Sinking Fund Redemption.. .
Selection of Bonds for Redemption...........cccccevreeueueeiccninnenenene 2
Notice 0f RedempPtion .........ccecevveirieirieieieieeieeseeseeeiene
Authority for Issuance... .
PUIPOSE ..
Sources and Uses of Funds ........c.coveveceeennecccnnninccceennnn. 4
Security and Source of Payment....
Permanent School Fund Guarantee
Legality..cccooveeieieieieieieieieens
Amendments to the Order
DEfRASANCE .....ceeveeiieieieieit ettt
Book-Entry Only System.
Paying Agent/Registrar
Transfer, Exchange, and Registration.............cccccceeevveeveucuennne 8
Record Date for Interest Payment..... 8

Owners” RemMEdies ........coouvuiiiuciiiciiieiiniccccieeeeeeee 9
STATE AND LOCAL FUNDING OF SCHOOL
DISTRICTS IN TEXAS ....ccoiiiiiiiiieinecceceeereeseees 9
Litigation Relating to the Texas Public School
FINance SYSLeIm .......ccccuevvueueucininieiereiinneeeeeseseeneneneenns 9
Possible Effects of Litigation and Changes in Law
on District Bonds .........ooccoiiiciiinnniciccces 10
CURRENT PUBLIC SCHOOL FINANCE SYSTEM .. .10

Overview .10
2025 Legislative Session.. 11
2023 Legislative Session...... 11

Local Funding for School Districts...

State Funding for School Districts 13
Local Revenue Level in Excess of Entitlement.................... 16
School Finance System as Applied to the District................ 17
AD VALOREM TAX PROCEDURES .

Valuation of Taxable Property..........ccocecveveenrenercneennnes
State Mandated Homestead Exemptions ...........c.cccceevvevennne 18
Local Option Homestead Exemptions................ .18
State Mandated Freeze on School District Taxes.. .18
Personal Property .........ceceveeeveeneieienieenieenene .19
Freeport and Goods-In-Transit Exemptions ...........c.cccceuee. 19
Other EXempt Property .........cccoeoeeenineneeneenecniecncneene 19
Temporary Exemption for Qualified Property

Damaged by @ DiSaSter ........c.cocvvuevereerrenreeenirieieenene 19
Tax Increment Reinvestment Zones ...........cccoeevveenenenenene 20
Tax Limitation Agreements ...........
District and Taxpayer Remedies .
Levy and Collection of Taxes ........cccvereeereeneeneenennenens
District’s Rights in the Event of Tax

Delinquencies.... .21

TAX RATE LIMITATIONS .... .22
M&O Tax Rate Limitations ........c.cocoveveveeerenneererccnnienenenene 22
1&S Tax Rate Limitations .........cccccceeeveverereennieiereenenienenenene 22
Public Hearing and Voter-Approval Tax Rate ........c..c......... 23

THE PROPERTY TAX CODE AS APPLIED TO THE
DISTRICT ..ottt 24

EMPLOYEES’ BENEFIT PLANS.. 24

INVESTMENTS. ..........
Legal INVEStMENLS ......cvveueiiieicieiriieieieiceirieieeeereeeerenenene 25

Investment POLCIES .......oveveeieviieeieireceeeeee e 26
Additional ProviSions ...........ccceeceeeeierienienieneneseeeeeeeeeenns 27
TAX MATTERS ... 27

Original Issue Premium and Discount
Changes in Tax Law
Information Reporting and Backup Withholding .
Future and Proposed Legislation ...........ccocecveveveerieenienenene. 29
WEATHER ....c.ooviiiiieiiiceeee e 29
CONCENTRATION OF TAX BASE AND
EXPOSURE TO SOLAR AND UTILITIES
INDUSTRIES ..ottt 30
CONTINUING DISCLOSURE OF INFORMATION
Annual Reports .......ccoovevveeinieenieineieenns
Event Notices
Availability of Information..............ceceeeeereerencrerenesene
Limitations and Amendments............c.coveveveeeeenruererecnenennes
Compliance with Prior Undertakings .
OTHER INFORMATION ......cociiiiiinininiicicieieieieeneeccieieienenes
RALINGS ©ooviieiiieiiieeeeeeee e
No Litigation Certificate....
Legal Investments and Eligibility to Secure Public
Funds in TeXas .......ccccoieiiiniininiicieccceccces 32
Registration and Qualification of Bonds for Sale

Legal Matters .... .33
Financial Advisor............... .34
Forward Looking Statements.............coeveeveeeerinieuereeneneneenes 34
Use of Audited Financial Statements ...........cccocoeecereenecnne 34
Underwriting

CYDRISECUITLY .ottt 35
MISCEIANEOUS .....veneeiiieiieieiieieete e 35
Concluding Statement............ccevvevereeerieririeenieeeeeeeseeeeeenes 36

APPENDIX A - FINANCIAL INFORMATION REGARDING

THE DISTRICT ..ot A-1
APPENDIX B - BLOOMING GROVE INDEPENDENT SCHOOL

DISTRICT ANNUAL FINANCIAL REPORT................ B-1
APPENDIX C - FORM OF BOND COUNSEL’S OPINION .....C-1
APPENDIX D - THE PERMANENT SCHOOL FUND

GUARANTEE PROGRAM .......cccccvvviiiiiiiiiciiins D-1

The cover page hereof, this page, the appendices included herein
and any addenda, supplement, or amendment hereto, are part of
the Official Statement.



OFFICIAL STATEMENT SUMMARY

This summary is subject in all respects to the more complete information and definitions contained or incorporated in this Official
Statement. The offering of the Bonds to potential investors is made only by means of this entire Official Statement. No person is
authorized to detach this summary from this Official Statement or to otherwise use it without the entire Official Statement.

The District ..........cccooooveiiiiieiee The Blooming Grove Independent School District (the “District”) is a political
subdivision located in Navarro County, Texas. The District is governed by a seven-
member Board of Trustees (the “Board”). Policy-making and supervisory functions
are the responsibility of, and are vested in, the Board. The Board delegates
administrative responsibilities to the Superintendent of Schools who is the chief
administrative officer of the District. Consultants and advisors supply support
services. See “INTRODUCTION — Description of the District.”

Authority for Issuance ......................... The Bonds are issued pursuant to the Constitution and general laws of the State of
Texas (the “State”), including particularly Chapter 45, Texas Education Code, as
amended, an election held in the District on May 3, 2025, and the order authorizing
the issuance of the Bonds to be adopted by the Board of Trustees of the District on
August 7, 2025 (the “Order”) (see “THE BONDS — Authority for Issuance”).

The Bonds ..........ccoovveviieieeiieieeene The District’s Unlimited Tax School Building Bonds, Series 2025 (the “Bonds”) shall
mature on the dates and in the amounts set forth on the inside cover page of this
Official Statement (see “THE BONDS — Description of the Bonds™).

Payment of Interest................c.ccccoenee. Interest on the Bonds will accrue from the date of their delivery and will be payable
on August 28, 2025 (a one-time special interest payment date) and thereafter on
February 15 and August 15 of each year, until stated maturity or prior redemption.
(See “THE BONDS — Description of the Bonds™).

Paying Agent/Registrar........................ The initial Paying Agent/Registrar is UMB Bank, N.A., Austin, Texas (see “THE
BONDS - Paying Agent/Registrar”). Initially, the District intends to use the Book-
Entry Only System of The Depository Trust Company (see “THE BONDS — Book-
Entry Only System”).

Security For The Bonds ....................... The Bonds are direct obligations of the District, payable from an ad valorem tax
levied, without legal limitation as to rate or amount, on all taxable property located
within the District. (See “THE BONDS — Security and Source of Payment”). In
addition, the District has received conditional approval for payment of the Bonds to
be guaranteed by the Permanent School Fund of the State of Texas (see “APPENDIX
D - THE PERMANENT SCHOOL FUND GUARANTEE PROGRAM”).

Optional Redemption........................... The District reserves the right to redeem at its option the Bonds maturing on and after
August 15,20, in whole or from time to time in part, in the principal amount of
$5,000 or any integral multiple thereof, before their respective scheduled maturity
dates, on August 15, 20 or on any date thereafter, at a redemption price equal to
the principal amount thereof plus accrued interest to the date of redemption (see
“THE BONDS — Optional Redemption™).

Tax Exemption ............ccccoocevenninnnnnn. In the opinion of Bond Counsel, assuming the accuracy of certain representations and
certifications, and continuing compliance with certain tax covenants, under existing
statutes, regulations, rulings and judicial decisions, interest on the Bonds is
excludable from gross income for federal income tax purposes and is not an item of
tax preference for purposes of the federal alternative minimum tax imposed on
individuals. Interest on the Bonds included in the adjusted financial statement income
of certain corporations is not excluded from the federal corporate alternative
minimum tax. See “TAX MATTERS” herein for a description of certain other federal
tax consequences of ownership of the Bonds.

The District will NOT designate the Bonds as “Qualified Tax-Exempt Obligations”
for financial institutions.



Use of Proceeds ..

Book-Entry Only System .....................

Permanent School Fund Guarantee....

Ratings...............

Payment Record

Proceeds from the sale of the Bonds will be used (i) for the construction, acquisition,
rehabilitation, renovation, expansion and equipment of school buildings (with priority
given to improvements that provide additional classroom spaces and improvements
that enhance the District’s career technical education and agricultural sciences
programs) and (ii) to pay the costs incurred in the issuance of the Bonds. (See “THE
BONDS — Purpose” and “THE BONDS — Sources and Uses of Funds”).

The definitive Bonds will be initially registered and delivered only to Cede & Co.,
the nominee of DTC pursuant to the Book-Entry Only System described herein. The
Bonds will be issued in principal denominations of $5,000 or any integral multiple
thereof within a maturity. No physical delivery of the Bonds will be made to the
beneficial owners thereof. The principal of the Bonds at maturity or on a prior
redemption date and interest on the Bonds will be payable by the Paying
Agent/Registrar to Cede & Co., which will make distribution of the amounts so paid
to the participating members of DTC for subsequent payment to the beneficial owners
of the Bonds. (See “THE BONDS — Book-Entry Only System”).

A Permanent School Fund application has been submitted to the Texas Education
Agency for the payment of the Bonds to be guaranteed under the Permanent School
Fund Guarantee Program, which guarantee will automatically become effective when
the Attorney General of Texas approves the Bonds. (See “APPENDIX D - THE
PERMANENT SCHOOL FUND GUARANTEE PROGRAM?”).

S&P Global Ratings, Inc. (“S&P”) has assigned its municipal bond rating of “AAA”
to the Bonds by virtue of the guarantee by the Permanent School Fund of the State of
Texas of the repayment of principal and interest of the Bonds. In addition, S&P has
assigned its underlying unenhanced rating of “A” to the Bonds. An explanation of
the significance of such ratings may be obtained from S&P (See “OTHER
INFORMATION — Ratings”).

The District has never defaulted on the payment of its bonded indebtedness.



$37,255,000
BLOOMING GROVE INDEPENDENT SCHOOL DISTRICT
UNLIMITED TAX SCHOOL BUILDING BONDS,
SERIES 2025

SELECTED FINANCIAL INFORMATION

Ratio of
Taxable Tax
Fiscal Assessed Tax Supported Tax
Year Taxable Valuation Supported Debt to Supported
Ended Estimated Assessed Per Debt Assessed Debt
8/31  Population’V?  Valuation® Capita Outstanding Valuation Per Capita
2021 4,330 $278,595,470 $ 64,341 $ 795,000 0.29% $ 184
2022 4,478 301,897,533 67,418 640,000 0.21% 143
2023 4,635 472,762,742 101,998 480,000 0.10% 104
2024 4,737 495,692,670 104,643 315,000 0.06% 66
2025 4,672 515,108,968 110,254 37,570,000 7.29% 8,042

(" Source: Municipal Advisory Council of Texas.

@ Established by Navarro Central Appraisal District, subject to change during the ensuing year. Taxable assessed valuations for these fiscal years
do not reflect the impact of a potential increase in mandatory homestead exemptions. See “CURRENT PUBLIC SCHOOL FINANCE SYSTEM
— 2025 Legislative Session” herein for a discussion of a potential increase in the general State mandated homestead exemption from $100,000 to
$140,000 and a potential increase in the State mandated homestead exemption of persons sixty-five (65) years of age or older and the disabled
from $10,000 to $60,000.

© Reflects assessed valuation for Debt Service tax rate only. The assessed valuation for M&O purposes is limited pursuant to Chapter 313 of the
Tax Code for economic development. As a result, the District, in effect, has two tax values, one for Debt Service taxes and one for M&O taxes.
@ Includes the Bonds. Preliminary, subject to change.

GENERAL FUND CONSOLIDATED STATEMENT SUMMARY

For Fiscal Year Ended August 31,

2024* 2023 2022 2021 2020
Beginning Balance $ 6,277,559 $5,183,171 $4,311,303 $ 3,521,800 $2,957,338
Total Revenue 11,857,400 12,005,960 10,836,617 10,751,826 10,850,685
Total Expenditures 21,116,806 10,933,429 10,115,133 13,116,457 10,188,796
Excess/(Deficiency) of Revenues (9,259,406) 1,072,531 721,484 (2,364,631) 661,889
Net Transfers/Adjustments 10,061,768 21,857 150,384 3,154,134 (97,427)
Ending Balance $ 7,079,921 $6,277,559  $5,183,171 $4,311,303 $3,521,800

Source: The District’s audited financial statements.

* During the 2024 fiscal year, the District was involved in a hailstorm and sustained substantial damage to its facilities. Insurance recovery proceeds
in the amount of $10,061,768 were recognized by the District in the year to compensate for losses sustained and allow for the restoration of damaged
property. See “Note P — Extraordinary Item” in the District’s audited financial statements attached hereto as APPENDIX B.

For additional information regarding the District, please contact:

John Griggs Jake Lawrence
Blooming Grove Independent School David Faltys
District Government Capital Securities
212 West Grady Street Corporation
Blooming Grove, Texas 76626 559 Silicon Drive, Suite 102
(903) 695-2541, ext. 1005 Southlake, Texas 76092
jeriggs@bgrove.org (817) 722-0220

jlawrence@govcapsecurities.com
dfaltys@govcapsecurities.com

iii



DISTRICT OFFICIALS, STAFF, AND CONSULTANTS

Elected Officials
Length
of Term
Board of Trustees Service Expires Occupation
Valerie Richards, President 6 Years May, 2028 Legal Assistant
Lee Grounds, Vice President 4 Years May, 2027 Insurance Agent
Danika Watson, Secretary 4 Years May, 2027 Nurse Practitioner
Terri Gillen, Member 2 Years May, 2026 Office Manager
Jordan Golden, Member 2 Years May, 2026 Skilled Nursing Facility Director
Shane Richards, Member 4 Years May, 2027 Landscaping Business Owner
Derek Weaver, Member 3 Years May, 2028 Banking Center President
Selected Administrative Staff
Length of
Service Total
Within Industry
Name Position District Experience
John Griggs Superintendent 2 Years 17 Years
Alyssa Karhan Business Manager 2 Years 2 Years
Consultants and Advisors
ATUAILOTS ..ttt sttt ettt st sa et ebe et eae e Anderson, Marx & Bohl, P.C.
Corsicana, Texas
BONA COUNSEL ...ttt e e e e ettt e e e e e e et et e e e e seenaaaeeeeeessnreaseeeeeans Leon Alcala, PLLC

FINAnCIial AdVISOT ....coooueiiiiiiiieeeeee ettt

Austin, Texas

Government Capital Securities Corporation

Southlake, Texas



PRELIMINARY OFFICIAL STATEMENT
RELATING TO

$37,255,000"
BLOOMING GROVE INDEPENDENT SCHOOL DISTRICT
UNLIMITED TAX SCHOOL BUILDING BONDS, SERIES 2025

INTRODUCTION

This Official Statement, which includes APPENDICES A, B, C, and D hereto, provides certain information regarding
the issuance of the $37,255,000" Blooming Grove Independent School District Unlimited Tax School Building Bonds,
Series 2025 (the “Bonds”). Capitalized terms used in this Official Statement have the same meanings assigned to such
terms in the order to be adopted by the Board of Trustees (the “Board”) of the Blooming Grove Independent School
District (the “District”) authorizing the issuance of the Bonds (the “Order”), except as otherwise indicated herein.

All financial and other information presented in this Official Statement has been provided by the District from its
records, except for information expressly attributed to other sources. The presentation of information, including tables
of receipts from taxes and other sources, is intended to show recent historic information and is not intended to indicate
future or continuing trends in the financial position or other affairs of the District. No representation is made that past
experience, as is shown by that financial and other information, will necessarily continue or be repeated in the future
(see “OTHER INFORMATION — Forward Looking Statements™).

Included in this Official Statement are descriptions of the Bonds, the Order, and certain other information about the
District and its finances. All descriptions of documents contained herein are only summaries and are qualified in their
entirety by reference to each such document. Copies of such documents may be obtained by writing the Blooming
Grove Independent School District, 212 West Grady Street, Blooming Grove, Texas 76626, and, during the offering
period, from the District’s Financial Advisor, Government Capital Securities Corporation, 559 Silicon Drive, Suite
102, Southlake, Texas 76092, upon payment of reasonable copying, mailing, and handling charges.

This Official Statement speaks only as to its date, and the information contained herein is subject to change. Copies
of the Official Statement will be deposited with the Municipal Securities Rulemaking Board (the “MSRB”) and will
be available through its Electronic Municipal Market Access (“EMMA”) System. See “CONTINUING
DISCLOSURE OF INFORMATION?” for a description of the District’s undertaking to provide certain information
on a continuing basis.

Description of the District

The District is a political subdivision of the State of Texas located in Navarro County, Texas. The District is governed
by the Board. Policymaking and supervisory functions are the responsibility of, and are vested in, the Board. The
Board delegates administrative responsibilities to the Superintendent of Schools who is the chief administrative officer
of the District. Support services are supplied by consultants and advisors.

THE BONDS
Description of the Bonds
The Bonds shall be dated August 1, 2025. Interest will accrue on the Bonds from the date of delivery thereof and will
be calculated on the basis of a 360-day year of twelve 30-day months. The Bonds will mature on the dates and in the
principal amounts set forth on the inside cover page of this Official Statement. The Bonds will be issued in principal

denominations of $5,000 or any integral multiple thereof within a stated maturity. Interest on the Bonds is payable on
August 28, 2025 (a one-time special interest payment date) and thereafter on February 15 and August 15 of each year,

* Preliminary, subject to change.



until stated maturity or prior redemption. The paying agent, registrar and transfer agent (the “Paying Agent/Registrar’)
for the Bonds is initially UMB Bank, N.A., Austin, Texas.

Initially, the Bonds will be registered and delivered only to Cede & Co., the nominee of The Depository Trust
Company (“DTC”) pursuant to the Book-Entry Only System described below. No physical delivery of the Bonds will
be made to the beneficial owners. Principal of, premium, if any, and accrued interest on the Bonds will be paid by the
Paying Agent/Registrar to Cede & Co., which will distribute the amounts paid to the participating members of DTC
for subsequent payment to the beneficial owners of the Bonds. See “THE BONDS - Book-Entry Only System” for a
more complete description of such system.

If the date for any payment due on any Bond shall be a Saturday, Sunday, legal holiday, or day on which banking
institutions in the city in which the designated office of the Paying Agent/Registrar is located are authorized by law
or executive order to close, then the date for such payment shall be the next succeeding day which is not such a day.
The payment on such date shall have the same force and effect as if made on the original date payment was due.

Optional Redemption

The District reserves the right to redeem at its option the Bonds maturing on and after August 15, 20, in whole or
from time to time in part, in the principal amount of $5,000 or any integral multiple thereof, before their respective
scheduled maturity dates, on August 15, 20 or on any date thereafter, at a redemption price equal to the principal
amount thereof plus accrued interest to the date of redemption.

Mandatory Sinking Fund Redemption

The Bonds maturing August 15,20 and 20__ (the “Term Bonds”) are subject to mandatory sinking fund redemption
in part prior to their stated maturity, and will be redeemed by the District at the redemption prices equal to the principal
amounts thereof plus interest accrued thereon to the redemption dates, on the dates and in the principal amounts shown
in the following schedule:

$ Term Bond (maturing August 15,20 ):

Date Principal

(Feb. 15) Amount
20 $
20 $
20 $
20 $
20 ° $

*final maturity
$ Term Bond (maturing August 15,20 ):

Date Principal

(Feb. 15) Amount
20 $
20 $
20 $
20 $
20 7 $

*final maturity

Selection of Bonds for Redemption

If less than all of the Bonds are to be redeemed, the District shall determine the maturities and the principal amount
thereof to be redeemed and shall direct the Paying Agent/Registrar (or DTC while the Bonds are in Book-Entry-Only
form) to call by lot or any other customary random selection method such Bonds, or portions thereof, within such
maturity for redemption. If less than all the Bonds of any maturity are to be redeemed, the Paying Agent/Registrar (or
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DTC while the Bonds are in Book-Entry-Only form) shall determine by lot the Bonds, or portions thereof, within such
maturity to be redeemed. If a Bond (or any portion of the principal sum thereof) shall have been called for redemption
and notice of such redemption shall have been given, such Bond (or the principal amount thereof to be redeemed)
shall become due and payable on such redemption date and interest thereon shall cease to accrue from and after the
redemption date, provided funds for the payment of the redemption price and accrued interest thereon are held by the
Paying Agent/Registrar on the redemption date.

Notice of Redemption

At least thirty (30) days prior to a redemption date, a notice of redemption will be sent by U.S. mail, first class postage
prepaid, in the name of the District to each registered owner of a Bond to be redeemed in whole or in part at the address
of the registered owner appearing on the registration books of the Paying Agent/Registrar at the close of business on
the business day next preceding the date of mailing such notice.

ANY NOTICE SO MAILED SHALL BE CONCLUSIVELY PRESUMED TO HAVE BEEN DULY GIVEN
WHETHER OR NOT THE REGISTERED OWNER RECEIVES SUCH NOTICE. UPON THE GIVING OF THE
NOTICE OF REDEMPTION AND THE DEPOSIT OF THE FUNDS NECESSARY TO REDEEM SUCH BONDS,
THE AMOUNTS SO REDEEMED SHALL BE PAYABLE SOLELY FROM THE FUNDS PROVIDED FOR
REDEMPTION, AND INTEREST WHICH WOULD OTHERWISE ACCRUE ON THE BONDS OR PORTIONS
THEREOF CALLED FOR REDEMPTION SHALL TERMINATE ON THE DATE FIXED FOR REDEMPTION.

With respect to any optional redemption of the Bonds, unless certain prerequisites to such redemption required by the
Order have been met and money sufficient to pay the principal of and premium, if any, and interest on the Bonds to
be redeemed has been received by the Paying Agent/Registrar prior to the giving of such notice of redemption, such
notice may state that said redemption is conditional upon the satisfaction of such prerequisites and receipt of such
money by the Paying Agent/Registrar on or prior to the date fixed for such redemption or upon any prerequisite set
forth in such notice of redemption. If a conditional notice of redemption is given and such prerequisites to the
redemption are not fulfilled, such notice will be of no force and effect, the District will not redeem such Bonds, and
the Paying Agent/Registrar will give notice in the manner in which the notice of redemption was given, to the effect
that such Bonds have not been redeemed.

The Paying Agent/Registrar and the District, so long as a Book-Entry Only System is used for the Bonds, will send
any notice of redemption, notice of proposed amendment to the Order or other notices with respect to the Bonds only
to DTC. Any failure by DTC to advise any DTC participant, or of any DTC participant or indirect participant to notify
the beneficial owner, shall not affect the validity of the redemption of the Bonds called for redemption or any other
action premised on any such notice. Redemption of portions of the Bonds by the District will reduce the outstanding
principal amount of such Bonds held by DTC.

In such event, DTC may implement, through its Book-Entry Only System, a redemption of such Bonds held for the
account of DTC participants in accordance with its rules or other agreements with DTC participants and then DTC
participants and indirect participants may implement a redemption of such Bonds from the beneficial owners.

Any such selection of Bonds to be redeemed will not be governed by the Order and will not be conducted by the
District or the Paying Agent/Registrar. Neither the District nor the Paying Agent/Registrar will have any responsibility
to DTC participants, indirect participants, or the persons for whom DTC participants act as nominees, with respect to
the payments on the Bonds or the providing of notice to DTC participants, indirect participants, or beneficial owners
of the selection of portions of the Bonds for redemption (see “THE BONDS — Book-Entry Only System”).

Authority for Issuance

The Bonds are being issued pursuant to authority conferred by the Constitution and general laws of the State of Texas,
including particularly Chapter 45, Texas Education Code, as amended, an election held in the District on May 3, 2025,
and the Order. Capitalized terms used herein have the same meanings, respectively, assigned to such terms in the
Order, except as otherwise indicated.



Purpose

Proceeds from the sale of the Bonds will be used (i) for the construction, acquisition, rehabilitation, renovation,
expansion and equipment of school buildings (with priority given to improvements that provide additional classroom
spaces and improvements that enhance the District’s career technical education and agricultural sciences programs);
and (ii) to pay the costs incurred in the issuance of the Bonds.

Sources and Uses of Funds

The proceeds from the sale of the Bonds will be applied approximately as follows:
Sources of Funds:

Par Amount of the Bonds $
Plus: [Net] Original Issue Premium

Total Sources of Funds $

Uses of Funds:

Project Fund $
Underwriters’ Discount and Issuance Costs"
Additional Proceeds

Total Uses of Funds $

M Includes, among other things, counsel fees and other costs of issuing the Bonds.
Security and Source of Payment

The Bonds are direct and voted obligations of the District, payable from the proceeds of an ad valorem tax levied,
without legal limitation as to rate or amount, on all taxable property located within the District, as provided in the
Order. In addition, the District has received approval, subject to certain conditions, for the Bonds to be guaranteed by
the Permanent School Fund of The State of Texas. See “APPENDIX D - THE PERMANENT SCHOOL FUND
GUARANTEE PROGRAM,” “STATE AND LOCAL FUNDING OF SCHOOL DISTRICTS IN TEXAS,” and
“CURRENT PUBLIC SCHOOL FINANCE SYSTEM?” herein.

Permanent School Fund Guarantee

In connection with the sale of the Bonds, the District has submitted an application to the Texas Education Agency for
the payment of the Bonds to be guaranteed under the Guarantee Program for School District Bonds (Chapter 45,
Subchapter C, of the Texas Education Code). Subject to satisfying certain conditions, the payment of the Bonds will
be guaranteed by the corpus of the Permanent School Fund of the State of Texas. In the event of default, registered
owners will receive all payments due on the Bonds from the Permanent School Fund, and the Charter District Bond
Guarantee Reserve would be the first source to pay debt service if a charter school was unable to make such payment.
See “APPENDIX D — THE PERMANENT SCHOOL FUND GUARANTEE PROGRAM?” for pertinent information
regarding the Permanent School Fund Guarantee Program. The disclosure regarding the Permanent School Fund
Guarantee Program in Appendix D is incorporated herein and made a part hereof for all purposes.

Legality
The Bonds are offered when, as, and if issued, and subject to the approval of legality by the Attorney General of the

State of Texas and the opinions of the District’s Bond Counsel, Leon Alcala, PLLC, Austin, Texas (“Bond Counsel”)
(see “OTHER INFORMATION - Legal Matters”, “APPENDIX C — FORM OF BOND COUNSEL’S OPINION”)



Amendments to the Order

The District, may, without the consent of or notice to any holders of the Bonds, from time to time and at any time,
amend the Order in any manner not detrimental to the interests of the holders of the Bonds, including the curing of
any ambiguity, inconsistency, or formal defect or omission therein. In addition, the District may, with the written
consent of holders of the Bonds holding a majority in aggregate principal amount of the Bonds then outstanding,
amend, add to, or rescind any of the provisions of the Order; provided, however, that, without the consent of all holders
of outstanding Bonds, no such amendment, addition, or rescission shall (1) extend the time or times of payment of the
principal of, premium, if any, and interest on the Bonds, reduce the principal amount thereof or the rate of interest
thereon, or in any other way modify the terms of payment of the principal of, redemption premium, if any, or interest
on the Bonds, (2) give any preference to any Bond over any other Bond, or (3) reduce the aggregate principal amount
of Bonds required to be held by holders for consent to any such amendment, addition, or rescission.

Defeasance

The Order provides that the District may defease the provisions of the Order and discharge its obligation to the owners
of any or all of the Bonds to pay the principal of and interest thereon in any manner now or hereafter permitted by
law, including when the payment of the principal of and premium, if any, on such Bonds, plus interest thereon to the
due date thereof (whether such due date be by reason of maturity, redemption, or otherwise), is provided by irrevocably
depositing with the Paying Agent/Registrar, or other authorized escrow agent, in trust (i) cash in an amount equal to
the principal amount of and interest on such bond to the date of maturity or earlier redemption or (ii) pursuant to an
escrow or trust agreement, cash and/or (A) direct noncallable obligations of the United States of America, including
obligations that are unconditionally guaranteed by the United States of America; (B) noncallable obligations of an
agency or instrumentality of the United States of America, including obligations that are unconditionally guaranteed
or insured by the agency or instrumentality and that, on the date the Board adopts or approves the proceedings
authorizing the issuance of refunding bonds, are rated as to investment quality by a nationally recognized investment
rating firm not less than “AAA” or its equivalent; and (C) noncallable obligations of a state or an agency or a county,
municipality, or other political subdivision of a state that have been refunded and that, on the date the governing body
of the District adopts or approves the proceedings authorizing the issuance of refunding obligations to refund the
Bonds, are rated as to investment quality by a nationally recognized investment rating firm not less than “AAA” or its
equivalent, which, in the case of (A) (B) or (C), may be in book-entry form, and the principal of and interest on which
will, when due or redeemable at the option of the holder, without further investment or reinvestment of either the
principal amount thereof or the interest earnings thereon, provide money in an amount which, together with other
moneys, if any, held in such escrow at the same time and available for such purpose, will be sufficient to provide for
the timely payment of the principal of and interest on the Bonds to the date of maturity or earlier redemption; provided,
however, that if any of the Bonds are to be redeemed prior to their dates of maturity, provision will have been made
for giving notice of redemption as provided in the Order.

Upon such deposit such Bonds shall no longer be considered as outstanding or unpaid. After firm banking and
financial arrangements for the discharge and final payment of the Bonds have been made as described above, all rights
of the District to initiate proceedings to call the Bonds for redemption or take any other action amending the terms of
the Bonds are extinguished; provided, however, the District has the option, to be exercised at the time of the defeasance
of the Bonds, to call for redemption at an earlier date those Bonds which have been defeased to their maturity date, if
the District (i) in the proceedings providing for the firm banking and financial arrangements, expressly reserves the
right to call the Bonds for redemption, (ii) gives notice of the reservation of that right to the owners of the Bonds
immediately following the making of the firm banking and financial arrangements, and (iii) directs that notice of the
reservation be included in any redemption notices that it authorizes. Any surplus amounts not required to accomplish
such defeasance shall be returned to the District.

The Order does not contractually limit defeasance investments to those described above. As a result, the holders of
the Bonds may be deemed to have consented to other defeasance investments in the event that Texas law is changed
to allow for such other defeasance investments.

Notwithstanding the above, the District may contractually limit defeasance investments in connection with the pricing
of the Bonds. In such event, the Final Official Statement for the Bonds will provide details regarding the limitations
on defeasance investments.



Book-Entry Only System

The following describes how ownership of the Bonds is to be transferred and how the principal of, premium, if any,
and interest on the Bonds are to be paid to and credited by DTC (defined below) while the Bonds are registered in its
nominee name. The information in this section concerning DTC and the Book-Entry-Only System has been provided
by DTC for use in disclosure documents such as this Official Statement. The District and the Financial Advisor believe
the source of such information to be reliable, but take no responsibility for the accuracy or completeness thereof-

The District cannot and does not give any assurance that (1) DTC will distribute payments of debt service on the
Bonds, or redemption or other notices, to DTC Participants, (2) DTC Participants or others will distribute debt service
payments paid to DTC or its nominee (as the registered owner of the Bonds), or redemption or other notices, to the
Beneficial Owners, or that they will do so on a timely basis, or (3) DTC will serve and act in the manner described in
this Official Statement. The current rules applicable to DTC are on file with the United States Securities and Exchange
Commission, and the current procedures of DTC to be followed in dealing with DTC Participants are on file with
DTC.

The Depository Trust Company (“DTC”), New York, New York, will act as securities depository for the Bonds. The
Bonds will be issued as fully registered securities registered in the name of Cede & Co. (DTC’s partnership nominee)
or such other name as may be requested by an authorized representative of DTC. One fully-registered security
certificate will be issued for each stated maturity of the Bonds, each in the aggregate principal amount of such maturity,
and will be deposited with DTC.

DTC, the world’s largest depository, is a limited-purpose trust company organized under the New York Banking Law,
a “banking organization” within the meaning of the New York Banking Law, a member of the Federal Reserve System,
a “clearing corporation” within the meaning of the New York Uniform Commercial Code, and a “clearing agency”
registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934. DTC holds and provides
asset servicing for over 3.5 million issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues,
and money market instruments from over 100 countries that DTC’s participants (“Direct Participants”) deposit with
DTC. DTC also facilitates the post-trade settlement among Direct Participants of sales and other securities transactions
in deposited securities, through electronic computerized book-entry transfers and pledges between Direct Participants’
accounts. This eliminates the need for physical movement of securities certificates. Direct Participants include both
U.S. and non-U.S. securities brokers and dealers, banks, trust companies, clearing corporations, and certain other
organizations. DTC is a wholly-owned subsidiary of The Depository Trust & Clearing Corporation (“DTCC”). DTCC
is the holding company for DTC, National Securities Clearing Corporation, and Fixed Income Clearing Corporation,
all of which are registered clearing agencies. DTCC is owned by the users of its regulated subsidiaries. Access to the
DTC system is also available to others such as both U.S. and non-U.S. securities brokers and dealers, banks, trust
companies, and clearing corporations that clear through or maintain a custodial relationship with a Direct Participant,
either directly or indirectly (“Indirect Participants”). DTC has a S&P Global Ratings rating of AA+. The DTC Rules
applicable to its Participants are on file with the United States Securities and Exchange Commission. More information
about DTC can be found at www.dtcc.com.

Purchases of Bonds under the DTC system must be made by or through Direct Participants, which will receive a credit
for the Bonds on DTC’s records. The ownership interest of each actual purchaser of each Bond (“Beneficial Owner”)
is in turn to be recorded on the Direct and Indirect Participants’ records. Beneficial Owners will not receive written
confirmation from DTC of their purchase. Beneficial Owners are, however, expected to receive written confirmations
providing details of the transaction, as well as periodic statements of their holdings, from the Direct or Indirect
Participant through which the Beneficial Owner entered into the transaction. Transfers of ownership interests in the
Bonds are to be accomplished by entries made on the books of Direct and Indirect Participants acting on behalf of
Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership interests in Bonds,
except in the event that use of the book-entry-only system for the Bonds is discontinued.

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are registered in the name of
DTC’s partnership nominee, Cede & Co., or such other name as may be requested by an authorized representative of
DTC. The deposit of Bonds with DTC and their registration in the name of Cede & Co. or such other DTC nominee
do not effect any change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the
Bonds. DTC’s records reflect only the identity of the Direct Participants to whose accounts such Bonds are credited,



which may or may not be the Beneficial Owners. The Direct and Indirect Participants will remain responsible for
keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to Indirect
Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by
arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time to time.
Beneficial Owners of Bonds may wish to take certain steps to augment the transmission to them of notices of
significant events with respect to the Bonds, such as redemptions, tenders, defaults, and proposed amendments to the
Bond documents. For example, Beneficial Owners of Bonds may wish to ascertain that the nominee holding the Bonds
for their benefit has agreed to obtain and transmit notices to Beneficial Owners. In the alternative, Beneficial Owners
may wish to provide their names and addresses to the registrar and request that copies of notices be provided directly
to them.

Redemption notices shall be sent to DTC. If less than all of the Bonds within a maturity are being redeemed, DTC’s
practice is to determine by lot the amount of the interest of each Direct Participant in such maturity to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to Bonds unless
authorized by a Direct Participant in accordance with DTC’s MMI Procedures. Under its usual procedures, DTC mails
an Omnibus Proxy to the District as soon as possible after the record date. The Omnibus Proxy assigns Cede & Co.’s
consenting or voting rights to those Direct Participants to whose accounts Bonds are credited on the record date
(identified in a listing attached to the Omnibus Proxy).

Payments on the Bonds will be made to Cede & Co., or such other nominee as may be requested by an authorized
representative of DTC. DTC’s practice is to credit Direct Participants’ accounts upon DTC’s receipt of funds and
corresponding detail information from the District or the Paying Agent/Registrar, on the payment date in accordance
with their respective holdings shown on DTC’s records. Payments by Participants to Beneficial Owners will be
governed by standing instructions and customary practices, as is the case with securities held for the accounts of
customers in bearer form or registered in “street name,” and will be the responsibility of such Participant and not of
DTC [nor its nominee], the Paying Agent/Registrar, or the District, subject to any statutory or regulatory requirements
as may be in effect from time to time. Payments to Cede & Co. (or such other nominee as may be requested by an
authorized representative of DTC) are the responsibility of the District or the Paying Agent/Registrar. Disbursement
of such payments to Direct Participants will be the responsibility of DTC, and disbursement of such payments to the
Beneficial Owners will be the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as depository with respect to the Bonds at any time by giving reasonable
notice to the District or the Paying Agent/Registrar. Under such circumstances, in the event that a successor depository
is not obtained, physical bond certificates are required to be printed and delivered.

The information in this section concerning DTC and DTC’s book-entry system has been obtained from sources that
the District believes to be reliable, but neither the District or the Financial Advisor take any responsibility for the
accuracy thereof.

Use of Certain Terms in Other Sections of This Official Statement

In reading this Official Statement it should be understood that while the Bonds are in the Book-Entry-Only System,
references in other sections of this Official Statement to registered owners should be read to include the person for
which the Participant acquires an interest in the Bonds, but i) all rights of ownership must be exercised through DTC
and the Book-Entry-Only System, and ii) except as described above, notices that are to be given to registered owners
under the Order will be given only to DTC.

Effect of Termination of Book-Entry-Only System

In the event that the Book-Entry-Only System is discontinued by DTC or the use of the Book-Entry-Only System is
discontinued by the District, printed physical Bond certificates will be issued to the respective holders and the Bonds
will be subject to transfer, exchange and registration provisions as set forth in the Order and summarized under the
caption “Transfer, Exchange, and Registration ” below.



Paying Agent/Registrar

UMB Bank, N.A., Austin, Texas has been named to serve as initial Paying Agent/Registrar for the Bonds. In the
Order, the District retains the right to replace the Paying Agent/Registrar. If the District replaces the Paying
Agent/Registrar, such Paying Agent/Registrar shall, promptly upon the appointment of a successor, deliver the Paying
Agent/Registrar’s records to the successor Paying Agent/Registrar, and the successor Paying Agent/Registrar shall act
in the same capacity as the previous Paying Agent/Registrar. Any successor Paying Agent/Registrar selected by the
District shall be a commercial bank; a trust company organized under applicable law; or other entity duly qualified
and legally authorized to serve and perform the duties of the Paying Agent/Registrar for the Bonds. Upon any change
in the Paying Agent/Registrar for the Bonds, the District agrees to promptly cause a written notice thereof to be sent
to each registered owner of the Bonds by United States mail, first class, postage prepaid, which notice shall also give
the address of the new Paying Agent/Registrar.

In the event the Book-Entry Only System should be discontinued, interest on the Bonds will be paid to the registered
owners appearing on the registration books of the Paying Agent/Registrar at the close of business on the Record Date
(hereinafter defined), and such interest will be paid (i) by check sent United States mail, first class postage prepaid to
the address of the registered owner recorded in the registration books of the Paying Agent/Registrar or (ii) by such
other method, acceptable to the Paying Agent/Registrar requested by, and at the risk and expense of, the registered
owner. Principal and redemption payments of the Bonds will be paid to the registered owner at the stated maturity or
earlier redemption upon presentation to the designated payment/transfer office of the Paying Agent/Registrar. If the
date for the payment of the principal or interest on the Bonds is a Saturday, Sunday, a legal holiday, or a day when
banking institutions in the city where the designated payment/transfer office of the Paying Agent/Registrar is located
are authorized to close, then the date for such payment will be the next succeeding day which is not such a day, and
payment on such date will have the same force and effect as if made on the date payment was due. So long as Cede
& Co. is the registered owner of the Bonds, principal, interest, and redemption payments on the Bonds will be made
as described in “- Book-Entry Only System” above.

Transfer, Exchange, and Registration

In the event the Book-Entry Only System should be discontinued, the Bonds may be transferred and exchanged on the
registration books of the Paying Agent/Registrar only upon presentation and surrender thereof to the Paying
Agent/Registrar and such transfer or exchange shall be without expense or service charge to the registered owner,
except for any tax or other governmental charges required to be paid with respect to such registration, exchange and
transfer. Bonds may be assigned by the execution of an assignment form on the respective Bonds or by other
instrument of transfer and assignment acceptable to the Paying Agent/Registrar. New Bonds will be delivered by the
Paying Agent/Registrar, in lieu of the Bonds being transferred or exchanged, at the principal office of the Paying
Agent/Registrar, or sent by United States mail, first class, postage prepaid, to the new registered owner or his designee.
To the extent possible, new Bonds issued in an exchange or transfer of Bonds will be delivered to the registered owner
or assignee of the registered owner in not more than three business days after the receipt of the Bonds to be canceled,
and the written instrument of transfer or request for exchange duly executed by the registered owner or his duly
authorized agent, in form satisfactory to the Paying Agent/Registrar. New Bonds registered and delivered in an
exchange or transfer shall be in any integral multiple of $5,000 for any one maturity and for a like aggregate principal
amount as the Bonds surrendered for exchange or transfer. See “THE BONDS - Book-Entry Only System” for a
description of the system to be utilized initially in regard to ownership and transferability of the Bonds.

Neither the District nor the Paying Agent/Registrar shall be required to transfer or exchange Bonds (i) during a period
beginning at the close of business on any Record Date and ending with the next interest payment date or (ii) with
respect to any Bond or any portion thereof called for redemption prior to maturity, within 45 days prior to its
redemption date provided, however, such limitation of transfer shall not be applicable to an exchange by the registered
owner of the uncalled balance of a Bond.

Record Date for Interest Payment

The record date (“Record Date”) for determining the registered owner entitled to receive a payment of interest on any
Bond is (a) with respect to an Interest Payment Date that occurs on the fifteenth day of any month, the close of business
on the last Business Day of the month next preceding such Interest Payment Date, (b) with respect to an Interest
Payment Date that occurs on the first day of any month, the close of business on the fifteenth day of the month next
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preceding such Interest Payment Date, and (c) with respect to an Interest Payment Date on any date other than as
described in (a) and (b), the close of business on the Business Day immediately preceding such Interest Payment Date.

In the event of a non-payment of interest on a scheduled payment date, and for 30 days thereafter, a new record date
for such interest payment (a “Special Record Date”) will be established by the Paying Agent/Registrar, if and when
funds for the payment of such interest have been received from the District. Notice of the Special Record Date and
of the scheduled payment date of the past due payment (“Special Payment Date”), which shall be 15 days after the
Special Record Date, shall be sent at least five business days prior to the Special Record Date by United States mail,
first class, postage prepaid, to the address of each registered owner of a Bond appearing on the registration books of
the Paying Agent/Registrar at the close of business on the last business day next preceding the date of mailing of such
notice.

Owners’ Remedies

The Order does not provide for the appointment of a trustee to represent the interests of the Bondholders upon any
failure of the District to perform in accordance with the terms of the Order or upon any other condition and, in the
event of any such failure to perform, the registered owners would be responsible for the initiation and cost of any legal
action to enforce performance of the Order. Furthermore, the Order does not establish specific events of default with
respect to the Bonds and, under State law, there is no right to the acceleration of maturity of the Bonds upon the failure
of the District to observe any covenant under the Order. A registered owner of Bonds could seek a judgment against
the District if a default occurred in the payment of principal of or interest on any such Bonds; however, such judgment
could not be satisfied by execution against any property of the District and a suit for monetary damages could be
vulnerable to the defense of sovereign immunity. A registered owner’s only practical remedy, if a default occurs, is a
mandamus or mandatory injunction proceeding to compel the District to levy, assess, and collect an annual ad valorem
tax sufficient to pay principal of and interest on the Bonds as it becomes due or perform other material terms and
covenants contained in the Order. In general, Texas courts have held that a writ of mandamus may be issued to require
a public official to perform legally imposed ministerial duties necessary for the performance of a valid contract, and
Texas law provides that, following their approval by the Attorney General and issuance, the Bonds are valid and
binding obligations for all purposes according to their terms. However, the enforcement of any such remedy may be
difficult and time consuming and a registered owner could be required to enforce such remedy on a periodic basis.
The District is also eligible to seek relief from its creditors under Chapter 9 of the U.S. Bankruptcy Code (“Chapter
9”). Although Chapter 9 provides for the recognition of a security interest represented by a specifically pledged source
of revenues, the pledge of taxes in support of a general obligation of a bankrupt entity is not specifically recognized
as a security interest under Chapter 9. Chapter 9 also includes an automatic stay provision that would prohibit, without
Bankruptcy Court approval, the prosecution of any other legal action by creditors or Bondholders of an entity which
has sought protection under Chapter 9. Therefore, should the District avail itself of Chapter 9 protection from
creditors, the ability to enforce would be subject to the approval of the Bankruptcy Court (which could require that
the action be heard in Bankruptcy Court instead of other federal or state court); and the Bankruptcy Code provides for
broad discretionary powers of a Bankruptcy Court in administering any proceeding brought before it. The opinions
of Bond Counsel will note that all opinions relative to the enforceability of the Order and the Bonds are qualified with
respect to the customary rights of debtors relative to their creditors, including rights afforded to creditors under the
Bankruptcy Code.

STATE AND LOCAL FUNDING OF SCHOOL DISTRICTS IN TEXAS
Litigation Relating to the Texas Public School Finance System

On seven occasions in the last thirty years, the Texas Supreme Court (the “Court”) has issued decisions assessing the
constitutionality of the Texas public school finance system (the “Finance System”). The litigation has primarily
focused on whether the Finance System, as amended by the Texas Legislature (the “Legislature”) from time to time
(1) met the requirements of article VII, section 1 of the Texas Constitution, which requires the Legislature to “establish
and make suitable provision for the support and maintenance of an efficient system of public free schools,” or (ii)
imposed a statewide ad valorem tax in violation of article VIII, section 1-e of the Texas Constitution because the
statutory limit on property taxes levied by school districts for maintenance and operation purposes had allegedly
denied school districts meaningful discretion in setting their tax rates. In response to the Court’s previous decisions,
the Legislature enacted multiple laws that made substantive changes in the way the Finance System is funded in efforts
to address the prior decisions declaring the Finance System unconstitutional.

9



On May 13, 2016, the Court issued its opinion in the most recent school finance litigation, Morath v. The Texas
Taxpayer & Student Fairness Coal., 490 S.W.3d 826 (Tex. 2016) (“Morath”). The plaintiffs and intervenors in the
case had alleged that the Finance System, as modified by the Legislature in part in response to prior decisions of the
Court, violated article VII, section 1 and article VIII, section 1-e of the Texas Constitution. In its opinion, the Court
held that “[d]espite the imperfections of the current school funding regime, it meets minimum constitutional
requirements.” The Court also noted that:

Lawmakers decide if laws pass, and judges decide if those laws pass muster. But our lenient standard
of review in this policy-laden area counsels modesty. The judicial role is not to second-guess
whether our system is optimal, but whether it is constitutional. Our Byzantine school funding
“system” is undeniably imperfect, with immense room for improvement. But it satisfies minimum
constitutional requirements.

Possible Effects of Changes in Law on District Bonds

The Court’s decision in Morath upheld the constitutionality of the Finance System but noted that the Finance System
was “undeniably imperfect”. While not compelled by the Morath decision to reform the Finance System, the
Legislature could enact future changes to the Finance System. Any such changes could benefit or be a detriment to
the District. If the Legislature enacts future changes to, or fails adequately to fund the Finance System, or if changes
in circumstances otherwise provide grounds for a challenge, the Finance System could be challenged again in the
future. In its 1995 opinion in Edgewood Independent School District v. Meno, 917 S.W.2d 717 (Tex. 1995), the Court
stated that any future determination of unconstitutionality “would not, however, affect the district’s authority to levy
the taxes necessary to retire previously issued bonds, but would instead require the Legislature to cure the system’s
unconstitutionality in a way that is consistent with the Contract Clauses of the U.S. and Texas Constitutions”
(collectively, the “Contract Clauses”), which prohibit the enactment of laws that impair prior obligations of contracts.

Although, as a matter of law, the Bonds, upon issuance and delivery, will be entitled to the protections afforded
previously existing contractual obligations under the Contract Clauses, the District can make no representations or
predictions concerning the effect of future legislation, or any litigation that may be associated with such legislation,
on the District’s financial condition, revenues or operations. While the enactment of future legislation to address
school funding in Texas could adversely affect the financial condition, revenues or operations of the District, the
District does not anticipate that the security for payment of the Bonds, specifically, the District’s obligation to levy an
unlimited debt service tax and any Permanent School Fund guarantee of the Bonds would be adversely affected by
any such legislation. See “CURRENT PUBLIC SCHOOL FINANCE SYSTEM”.

CURRENT PUBLIC SCHOOL FINANCE SYSTEM
Overview

The following language constitutes only a summary of the public school finance system as it is currently structured.
The information contained under the captions “CURRENT PUBLIC SCHOOL FINANCE SYSTEM” and “TAX
RATE LIMITATIONS” is subject to change, and only reflects the District’s understanding based on information
available to the District as of the date of this Official Statement. Certain of the information provided below is
contingent on voter approval of certain constitutional amendments that will be submitted to the voters at an election
to be held on November 4, 2025. See “— 2025 Legislative Session,” below. For a more complete description of school
finance and fiscal management in the State, reference is made to Chapters 43 through 49 of the Texas Education Code,
as amended. Additionally, prospective investors are encouraged to review the Property Tax Code (as defined herein)
for definitive requirements for the levy and collection of ad valorem taxes and the calculation of the defined tax rates.

Local funding for school districts is derived from collections of ad valorem taxes levied on property located within
each school district’s boundaries. School districts are authorized to levy two types of property taxes: a maintenance
and operations (“M&0O”) tax to pay current expenses and an interest and sinking fund (“I1&S”) tax to pay debt service
on bonds. School districts may not increase their M&O tax rate for the purpose of creating a surplus in M&O tax
revenues to pay the district’s debt service on bonds. Prior to 2006, school districts were authorized to levy their M&O
tax at a voter-approved rate, generally up to $1.50 per $100 of taxable value. Since 2006, the State Legislature has
enacted various legislation that has compressed the voter-approved M&O tax rate, as described below. Current law
also requires school districts to demonstrate their ability to pay debt service on outstanding bonded indebtedness
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through the levy of an 1&S tax at a rate not to exceed $0.50 per $100 of taxable value at the time bonds are issued.
Once bonds are issued, however, school districts generally may levy an I&S tax sufficient to pay debt service on such
bonds unlimited as to rate or amount (see “TAX RATE LIMITATIONS — 1&S Tax Rate Limitations” herein). Because
property values vary widely among school districts, the amount of local funding generated by school districts with the
same 1&S tax rate and M&O tax rate is also subject to wide variation; however, the public school finance funding
formulas are designed to generally equalize local funding generated by a school district’s M&O tax rate.

2025 Legislative Session

The Texas Legislature (the “Legislature”) convened in regular session (the “89" Regular Session”) on January 14,
2025 and concluded on June 2, 2025. The Legislature meets in regular session in odd numbered years for 140 days.
When the Legislature is not in regular session, the Governor may call one or more special sessions, at the Governor’s
direction, each lasting no more than thirty (30) days, and for which the Governor sets the agenda (such special sessions,
together with the 89th Regular Session collectively referred to as the “2025 Legislative Sessions” herein).

During the 89th Regular Session, the Legislature considered a general appropriations act and legislation affecting the
Finance System and ad valorem taxation procedures and exemptions, and investments, among other legislation
affecting school districts and the administrative agencies that oversee school districts. Contingent on voter approval
at a Statewide election to be held on November 4, 2025, legislation passed by the Legislature and signed into law by
the Governor would increase: (1) effective January 1, 2025, the State mandated general homestead exemption from
$100,000 to $140,000, (2) effective January 1, 2025, the additional exemption on the residence homesteads of those
at least sixty-five (65) years of age or disabled from $10,000 to $60,000, and (3) effective January 1, 2026, the
exemption for tangible personal property used in the “production of income” from $2,499 to $125,000. Additionally,
legislation passed by the Legislature and signed into law by the Governor, would authorize roughly $8.5 billion in
funding for public schools and would provide districts with a $55 per-student increase to their base funding beginning
September 1, 2025, as well as provide districts with additional funding for teacher and staff salaries, educator
preparation, special education, safety requirements and early childhood learning. Finally, legislation passed by the
Legislature and signed into law by the Governor will create an education savings account program (commonly referred
to as vouchers) for students that attend private schools or home school. The legislation becomes effective September
1, 2025, when the state fiscal biennium begins for purposes of this program, and the amount spent for purposes of the
program for the 2026-2027 biennium may not exceed $1 billion. The legislation applies beginning with the 2026-2027
school year. Beginning on September 1, 2027, the legislation requires that the amount appropriated for purposes of
the program for a state fiscal biennium must be established by the Legislature by appropriation for that biennium.
Such program could impact attendance in the District by incentivizing students to homeschool or attend private
schools, which could negatively affect the District’s attendance based funding.

The District is still in the process of reviewing legislation passed during the 89th Regular Session. At this time, the
District cannot make any representations as to the full impact of such legislation. The Governor has taken action to
call a special session that will begin on July 21, 2025. The Governor has identified eighteen (18) agenda items for this
special session. Such items include legislation “reducing the property tax burden on Texans and legislation imposing
spending limits on entities authorized to impose property taxes” and legislation that would replace certain standardized
testing currently used by Texas school districts. However, the District can make no representations or predictions
regarding the scope of legislation that may be considered in any special session or the potential impact of such
legislation at this time. The District does intend to monitor applicable legislation related thereto.

2023 Legislative Session

The regular session of the 88" Texas Legislature (the “88™ Regular Session”) began on January 10, 2023 and adjourned
on May 29, 2023. The Governor called and the Legislature concluded four special sessions during the 88th Texas
Legislature (such special sessions, together with the 88th Regular Session, the “2023 Legislative Sessions”).

During the 88™ Regular Session, the Legislature considered a general appropriations act and legislation affecting the
Finance System and ad valorem taxation procedures and exemptions, and investments, among other legislation
affecting school districts and the administrative agencies that oversee school districts. Legislation enacted by the
Legislature fully-funded the Foundation School Program for the 2024-2025 State fiscal biennium and increased the
state guaranteed yield on the first $0.08 cents of tax effort beyond a school district’s Maximum Compressed Tax Rate
(as defined herein) to $126.21 per penny of tax effort per student in WADA (as defined herein) in 2024 (from $98.56
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in 2023) and $129.52 per penny of tax effort per student in WADA in 2025. See “— State Funding for School Districts
— Tier Two.” The Legislature also provided for an increase in funding for the school safety allotment to $10.00 (from
$9.72 in the prior year) per ADA (as defined herein) and $15,000 per campus. The Legislature set aside approximately
$4,000,000,000 in additional funding for public education contingent on certain legislation passing in future special
sessions. However, the Legislature did not take action on such funding during either the first, second, third or fourth
called special sessions of the 88th Texas Legislature.

During the second called special session, legislation was passed, and at an election held in the State on November 7,
2023, voters approved a State constitutional amendment that (i) reduced the Maximum Compressed Tax Rate for
school districts by approximately $0.107 for the 2023-2024 school year; (ii) increased the amount of the mandatory
school district general residential homestead exemption from ad valorem taxation from $40,000 to $100,000 and held
districts harmless from certain M&O and 1&S tax revenue losses associated with the increase in the mandatory
homestead exemption (in connection with the Bonds, the District will not be held harmless for I&S tax revenue losses
associated with the increased homestead exemption); (iii) adjusted the amount of the limitation on school district ad
valorem taxes imposed on the residence homesteads of those at least sixty-five (65) years of age or disabled to reflect
increases in exemption amounts; (iv) prohibited school districts, cities and counties from repealing or reducing a
general optional homestead exemption that was granted in tax year 2022 (the prohibition expires on December 31,
2027); (v) established a three-year pilot program limiting growth in the taxable assessed value of non-residence
homestead property valued at $5,000,000 or less to 20 percent (school districts are not held harmless for any negative
revenue impacts associated with such limits); (vi) excepted certain appropriations to pay for ad valorem tax relief from
the constitutional limitation on the rate of growth of appropriations; and (vii) expanded the size of the governing body
of an appraisal district in a county with a population of more than 75,000 by adding elected directors and authorizing
the Legislature to provide for a four-year term of office for a member of the board of directors of certain appraisal
districts. This legislation reduces the amount of property taxes paid by homeowners and businesses and increases the
State’s share of the cost of funding public education.

During the fourth called special session, the Legislature considered (i) “legislation relating to primary and secondary
education, including the establishment of an education savings account program, the certification, compensation, and
health coverage of certain public school employees, the public school finance system, special education in public
schools, measures to support the education of public school students that include certain educational grant programs,
reading instruction, and early childhood education, the provision of virtual education, and public school
accountability;” and (ii) “legislation related to school safety measures and related state funding mechanisms”;
however, no such legislation was passed regarding either of these measures.

During any additional called special session, the Legislature may enact laws that materially change current law as it
relates to the funding of public schools, including the District. The District can make no representations or predictions
regarding the scope of additional legislation that may be considered during any additional called special sessions or
the potential impact of such legislation at this time.

Local Funding for School Districts

A school district’s M&O tax rate has two distinct parts: the “Tier One Tax Rate,” which is the local M&O tax rate
required for a school district to receive any part of the basic level of State funding (referred to herein as “Tier One”)
under the Foundation School Program, as further described below, and the “Enrichment Tax Rate”, which is any local
M&O tax effort in excess of its Tier One Tax Rate. Formulas for the State Compression Percentage and Maximum
Compressed Tax Rate (each as described below) are designed to compress M&O tax rates in response to year-over-
year increases in property values across the State and within a school district, respectively. The discussion in this
subcaption “Local Funding For School Districts” is generally intended to describe funding provisions applicable to
all school districts; however, there are distinctions in the funding formulas for school districts that generate local M&O
tax revenues in excess of the school districts’ funding entitlements, as further discussed under the subcaption
“CURRENT PUBLIC SCHOOL FINANCE SYSTEM — Local Revenue Level In Excess of Entitlement” herein.

State Compression Percentage. The “State Compression Percentage” (the “SCP”) is a statutorily defined percentage
of the rate of $1.00 per $100 that is used to determine a school district’s Maximum Compressed Tax Rate (described
below). The SCP is the lesser of three alternative calculations: (1) 93% or a lower percentage set by appropriation for
a school year; (2) a percentage determined by formula if the estimated total taxable property value of the State (as
submitted annually to the State Legislature by the State Comptroller) has increased by at least 2.5% over the prior
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year; and (3) the prior year SCP. For any year, the maximum SCP is 93%. For the State fiscal year ending in 2024,
the SCP is set at 68.80%. For the State fiscal year ending in 2025, the SCP is set at 68.55%. For the State fiscal year
ending in 2026, the SCP is set at 63.22%.

Maximum Compressed Tax Rate. The Maximum Compressed Tax Rate (the “MCR”) is the tax rate per $100 of
valuation of taxable property at which a school district must levy its Tier One Tax Rate to receive the full amount of
the Tier One funding to which the school district is entitled. The MCR is equal to the lesser of two alternative
calculations: (1) the “State Compression Percentage” (as discussed above) multiplied by 100; or (2) a percentage
determined by formula if the school district experienced a year-over-year increase in property value of at least 2.5%
(if the increase in property value is less than 2.5%, then MCR is equal to the prior year MCR). However, each year
the TEA shall evaluate the MCR for each school district in the State, and for any given year, if a school district’s MCR
is calculated to be less than 90% of any other school district’s MCR for the current year, then the school district’s
MCR is instead equal to the school district’s prior year MCR, until TEA determines that the difference between the
school district’s MCR and any other school district’s MCR is not more than 10%. These compression formulas are
intended to more closely equalize local generation of Tier One funding among districts with disparate tax bases and
generally reduce the Tier One Tax Rates of school districts as property values increase. For the 2024-2025 school
year, $0.6855 is the maximum rate and $0.6169 is the floor. For the 2025-2026 school year, $0.6322 is the maximum
rate and $0.5689 is the floor; provided, however, that MCRs for such year may be adjusted as set forth in the next two
paragraphs.

In calculating and making available school districts’ MCRs for the 2025-2026 school year, the TEA shall calculate
and make available the rates as if the increase in the residence homestead exemption under Section 1-b(c), Article
VIII, Texas Constitution, as proposed by the 89th Legislature, Regular Session, 2025, took effect. Such calculation
for the 2025-2026 school year expires September 1, 2026. Subject to voter approval at a Statewide election to be held
on November 4, 2025, the residential homestead exemption under Section 1-b(c), Article VIII, Texas Constitution
would increase (1) the State mandated general homestead exemption from $100,000 to $140,000, and (2) the additional
exemption on the residence homesteads of those at least sixty-five (65) years of age or disabled from $10,000 to
$60,000. If adopted, the proposed constitutional amendment takes effect for the tax year beginning January 1, 2025.

If the increase in the residence homestead exemption as proposed by constitutional amendment does not take effect,
beginning on September 1, 2025, and up until September 1, 2029, the Commissioner may adjust school districts’
MCRs for the 2025-2026 school year accordingly. Before making an adjustment, the Commissioner shall notify and
must receive approval from the Legislative Budget Board and the office of the Governor.

Tier One Tax Rate. A school district’s Tier One Tax Rate is defined as a school district’s M&O tax rate levied that
does not exceed the school district’s MCR.

Enrichment Tax Rate. The Enrichment Tax Rate is the number of cents a school district levies for M&O in excess of
the Tier One Tax Rate, up to an additional $0.17. The Enrichment Tax Rate is divided into two components: (i)
“Golden Pennies” which are the first $0.08 of tax effort in excess of a school district’s Tier One Tax Rate; and (ii)
“Copper Pennies” which are the next $0.09 in excess of a school district’s Tier One Tax Rate plus Golden Pennies.

School districts may levy an Enrichment Tax Rate at a level of their choice, subject to the limitations described under
“TAX RATE LIMITATIONS — Public Hearing and Voter-Approval Tax Rate”; however to levy any of the
Enrichment Tax Rate in a given year, a school district must levy a Tier One Tax Rate equal to the school district’s
MCR for such year. Additionally, a school district’s levy of Copper Pennies is subject to compression if the guaranteed
yield (i.e., the guaranteed level of local tax revenue and State aid generated for each cent of tax effort) of Copper
Pennies is increased from one year to the next (see “CURRENT PUBLIC SCHOOL FINANCE SYSTEM - State
Funding for School Districts — Tier Two”).

State Funding for School Districts
State funding for school districts is provided through the two-tiered Foundation School Program, which guarantees
certain levels of funding for school districts in the State. School districts are entitled to a legislatively appropriated

guaranteed yield on their Tier One Tax Rate and Enrichment Tax Rate. When a school district’s Tier One Tax Rate
and Enrichment Tax Rate generate tax revenues at a level below the respective entitlement, the State will provide
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“Tier One” funding or “Tier Two” funding, respectively, to fund the difference between the school district’s
entitlements and the calculated M&O revenues generated by the school district’s respective M&O tax rates.

The first level of funding, Tier One, is the basic level of funding guaranteed to all school districts based on a school
district’s Tier One Tax Rate. Tier One funding may then be “enriched” with Tier Two funding. Tier Two provides a
guaranteed entitlement for each cent of a school district’s Enrichment Tax Rate, allowing a school district to increase
or decrease its Enrichment Tax Rate to supplement Tier One funding at a level of the school district’s own choice.
While Tier One funding may be used for the payment of debt service (except for school districts subject to the recapture
provisions of Chapter 49 of the Texas Education Code, as amended, as discussed herein), and in some instances is
required to be used for that purpose (see “TAX RATE LIMITATIONS — I&S Tax Rate Limitations”), Tier Two
funding may not be used for the payment of debt service or capital outlay.

The current public school finance system also provides an Existing Debt Allotment (“EDA”) to subsidize debt service
on eligible outstanding school district bonds, an Instructional Facilities Allotment (“IFA”) to subsidize debt service
on newly issued bonds, and a New Instructional Facilities Allotment (“NIFA”) to subsidize operational expenses
associated with the opening of a new instructional facility. IFA primarily addresses the debt service needs of property-
poor school districts. For the 2026-2027 State fiscal biennium, the State Legislature appropriated funds in the amount
0f $1,072,511,740 for the EDA, IFA, and NIFA.

Tier One and Tier Two allotments represent the State’s share of the cost of M&O expenses of school districts, with
local M&O taxes representing the school district’s local share. EDA and IFA allotments supplement a school district’s
local I&S taxes levied for debt service on eligible bonds issued to construct, acquire and improve facilities, provided
that a school district qualifies for such funding and that the State Legislature makes sufficient appropriations to fund
the allotments for a State fiscal biennium. Tier One and Tier Two allotments and existing EDA and IFA allotments
are generally required to be funded each year by the State Legislature.

Tier One. Tier One funding is the basic level of funding guaranteed to a school district, consisting of a State-
appropriated baseline level of funding (the “Basic Allotment™) for each student in “Average Daily Attendance” (being
generally calculated as the sum of student attendance, other than students in average daily attendance who do not
reside in the district and are enrolled in a full-time virtual program, for each State-mandated day of instruction divided
by the number of State-mandated days of instruction, defined herein as “ADA”). The Basic Allotment is revised
downward if a school district’s Tier One Tax Rate is less than the State-determined threshold. The Basic Allotment is
supplemented by additional State funds, allotted based upon the unique school district characteristics and
demographics of students in ADA, to make up most of a school district’s Tier One entitlement under the Foundation
School Program.

The Basic Allotment for a school district with a Tier One Tax Rate equal to the school district’s MCR, is $6,160 plus
the guaranteed yield increment adjustment (the “GYIA”) for each student in ADA and is revised downward for a
school district with a Tier One Tax Rate lower than the school district’s MCR. For each year of the 2026-2027 fiscal
biennium, the GYTA is set at $55. In subsequent biennia, the TEA will calculate the GYIA, which will be determined
as the estimated cost to the State to maintain the guaranteed Golden Pennies yield of State and local funds per weighted
student per cent of tax effort at the 96th percentile. Effectively, the Legislature has adopted a policy change so that
the Basic Allotment will automatically increase in future biennia, at a rate akin to the level of property values increases
across the State.

The Basic Allotment is then supplemented for all school districts by various weights to account for differences among
school districts and their student populations. Such additional allotments include, but are not limited to, increased
funds for students in ADA who: (i) attend a qualified special education program, (ii) are diagnosed with dyslexia or a
related disorder, (iii) are economically disadvantaged, or (iv) have limited English language proficiency. Additional
allotments to mitigate differences among school districts include, but are not limited to: (i) a transportation allotment
for mileage associated with transporting students who reside two miles or more from their home campus, (ii) a fast
growth allotment (for school districts in the top 25% of enrollment growth relative to other school districts), and (iii)
a college, career and military readiness allotment to further Texas’ goal of increasing the number of students who
attain a post-secondary education or workforce credential, and (iv) a teacher compensation incentive allotment to
increase teacher retention in disadvantaged or rural school districts. A school district’s total Tier One funding, divided
by $6,160, is a school district’s measure of students in “Weighted Average Daily Attendance” (“WADA”), which
serves to calculate Tier Two funding.
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For the 2023-2024 school year, the fast growth allotment weights are 0.48 for districts in the top 40% of school districts
for growth, 0.33 for districts in the middle 30% of school districts for growth and 0.18 for districts in the bottom 30%
of school districts for growth. The fast growth allotment is limited to $320 million for each year of the 2026-2027
state fiscal biennium.

Beginning with the 2026-2027 fiscal biennium, school districts will also receive an annual allotment of $106 per
enrolled student. The funds under this allotment may only be used for specific operational costs related to
transportation, hiring retired teachers, providing health insurance and employee benefits and paying for payroll taxes,
contributions and other costs related to member contributions under the Teacher Retirement System of Texas, utilities,
and property and casualty insurance.

Tier Two. Tier Two supplements Tier One funding and provides two levels of enrichment with different guaranteed
yields (i.e., Golden Pennies and Copper Pennies) depending on the school district’s Enrichment Tax Rate. Golden
Pennies generate a guaranteed yield equal to the Basic Allotment multiplied by 0.02084. For the 2026-2027 State
fiscal biennium, school districts are guaranteed a yield on each Golden Penny levied of $129.52 per student in WADA.
Copper Pennies generate a guaranteed yield per student in WADA equal to the school district’s Basic Allotment
multiplied by 0.008. For the 2026-2027 State fiscal biennium, school districts are guaranteed a yield on each Copper
Penny levied of $49.72 per student in WADA. For any school year in which the guaranteed yield of Copper Pennies
per student in WADA exceeds the guaranteed yield of Copper Pennies per student in WADA for the preceding school
year, a school district is required to reduce its Copper Pennies levied so as to generate no more revenue per student in
WADA than was available to the school district for the preceding year.

Existing Debt Allotment, Instruction Facilities Allotment, and New Instructional Facilities Allotment. The Foundation
School Program also includes facilities funding components consisting of the I[FA and the EDA, subject to legislative
appropriation each State fiscal biennium. To the extent funded for a biennium, these programs assist school districts
in funding facilities by, generally, equalizing a school district’s 1&S tax effort. The IFA guarantees each awarded
school district a specified amount per student (the “IFA Yield”) in State and local funds for each cent of I&S tax levied
to pay the principal of and interest on eligible bonds issued to construct, acquire, renovate or improve instructional
facilities. The IFA Yield has been $35 since this program first began in 1997. New awards of IFA are only available
if appropriated funds are allocated for such purpose by the State Legislature. To receive an IFA award, in years where
new IFA awards are available, a school district must apply to the Commissioner in accordance with rules adopted by
the TEA before issuing the bonds to be paid with IFA State assistance. The total amount of debt service assistance
over a biennium for which a school district may be awarded is limited to the lesser of (1) the actual debt service
payments made by the school district in the biennium in which the bonds are issued; or (2) the greater of (a) $100,000
or (b) $250 multiplied by the number of students in ADA. The IFA is also available for lease-purchase agreements
and refunding bonds meeting certain prescribed conditions. Once a school district receives an IFA award for bonds, it
is entitled to continue receiving State assistance for such bonds without reapplying to the Commissioner. A school
district may use additional state aid received from an IFA award only to pay the principal of and interest on the bonds
for which the district received the aid. The guaranteed level of State and local funds per student per cent of local tax
effort applicable to the bonds may not be reduced below the level provided for the year in which the bonds were
issued. For the 2024-2025 State fiscal biennium, the State Legislature did not appropriate any funds for new IFA
awards; however, awards previously granted in years the State Legislature did appropriate funds for new IFA awards
will continue to be funded.

State financial assistance is provided for certain existing eligible debt issued by school districts through the EDA
program. The EDA guaranteed yield (the “EDA Yield”) is the lesser of (i) $40 per student in ADA or a greater amount
for any year provided by appropriation; or (ii) the amount that would result in a total additional EDA of $60 million
more than the EDA to which school districts would have been entitled to if the EDA Yield were $35. The portion of
a school district’s local debt service rate that qualifies for EDA assistance is limited to the first $0.29 of its 1&S tax
rate (or a greater amount for any year provided by appropriation by the State Legislature). In general, a school district’s
bonds are eligible for EDA assistance if (i) the school district made payments on the bonds during the final fiscal year
of the preceding State fiscal biennium, or (ii) the school district levied taxes to pay the principal of and interest on the
bonds for that fiscal year. Each biennium, access to EDA funding is determined by the debt service taxes collected in
the final year of the preceding biennium. A school district may not receive EDA funding for the principal and interest
on a series of otherwise eligible bonds for which the school district receives IFA funding.
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Since future-year IFA awards were not funded by the Legislature for the 2026-2027 State fiscal biennium and debt
service assistance on school district bonds that are not yet eligible for EDA is not available, debt service payments
during the 2026-2027 State fiscal biennium on new bonds issued by school districts in the 2026-2027 State fiscal
biennium to construct, acquire and improve facilities must be funded solely from local I&S taxes, except to the extent
that the bonds of a school district are eligible for hold-harmless funding from the State for local tax revenue lost as a
result of an increase in the mandatory homestead exemption. See “State Funding for School Districts — Tax Rate and
Funding Equity” below.

A school district may also qualify for a NIFA allotment, which provides assistance to school districts for operational
expenses associated with opening new instructional facilities or a renovated portion of an instructional facility to be
used for the first time to provide high-cost and undersubscribed career and technology education programs, as
determined by the Commissioner. In the 2025 Legislative Sessions, the Legislature appropriated funds in the amount
of $150,000,000 for each fiscal year of the 2026-2025 State fiscal biennium for NIFA allotments.

Tax Rate and Funding Equity. The Commissioner may proportionally reduce the amount of funding a school district
receives under the Foundation School Program and the ADA calculation if the school district operates on a calendar
that provides less than the State-mandated minimum instruction time in a school year. The Commissioner may also
adjust a school district’s ADA as it relates to State funding where disaster, flood, extreme weather or other calamity
has a significant effect on a school district’s attendance.

If voters approve of the increased homestead exemptions described herein, beginning with the 2025-2026 school year,
school districts will be held harmless and entitled to additional state aid to the extent that state and local revenue used
to service eligible debt is less than the state and local revenue that would have been available to the district under state
law as it existed on January 1, 2025, if any increase in the general homestead exemption or the elderly/disabled
homestead exemption had not occurred.

Local Revenue Level in Excess of Entitlement

A school district that has sufficient property wealth to generate local revenues in excess of the school district’s Tier
One state and local entitlement and whose Copper Pennies generate local funds in excess of the school district’s Tier
II guarantee as previously discussed (a “Chapter 49 school district”), is subject to the local revenue reduction
provisions contained in Chapter 49 of the Texas Education Code, as amended (“Chapter 49”). Additionally, in years
in which the amount of State funds appropriated specifically excludes the amount necessary to provide the guaranteed
yield for Golden Pennies, local revenues generated on a school district’s Golden Pennies in excess of the school
district’s respective funding entitlement are subject to the local revenue reduction provisions of Chapter 49. To reduce
local revenue, Chapter 49 school districts are generally subject to a process known as “recapture”, which requires a
Chapter 49 school district to exercise certain options to remit local M&O tax revenues collected in excess of the
Chapter 49 school district’s funding entitlements to the State (for redistribution to other school districts) or otherwise
expending the respective M&O tax revenues for the benefit of students in school districts that are not Chapter 49
school districts, as described in the subcaption “Options for Local Revenue Levels in Excess of Entitlement”. Chapter
49 school districts receive their allocable share of funds distributed from the constitutionally prescribed Available
School Fund but are generally not eligible to receive State aid under the Foundation School Program (except for their
Golden Pennies, if applicable), although they may continue to receive State funds for certain competitive grants and
certain programs that remain outside the Foundation School Program.

Recapture is measured by the “local revenue level” (being the M&O tax revenues generated in a school district) in
excess of the entitlements appropriated by the State Legislature each fiscal biennium. Therefore, school districts are
now guaranteed that recapture will not reduce revenue below their statutory entitlement.

Options for Local Revenue Levels in Excess of Entitlement. Under Chapter 49, a school district has six (6) options to
reduce local revenues to a level that does not exceed the school district’s respective entitlements: (1) a school district
may consolidate by agreement with one or more school districts to form a consolidated school district; all property
and debt of the consolidating school districts vest in the consolidated school district; (2) a school district may detach
property from its territory for annexation by a property-poor school district; (3) a school district may purchase
attendance credits from the State; (4) a school district may contract to educate nonresident students from a property-
poor school district by sending money directly to one or more property-poor school districts; (5) a school district may
execute an agreement to provide students of one or more other school districts with career and technology education
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through a program designated as an area program for career and technology education; or (6) a school district may
consolidate by agreement with one or more school districts to form a consolidated taxing school district solely to levy
and distribute either M&O taxes or both M&O taxes and 1&S taxes. A Chapter 49 school district may also exercise
any combination of these remedies. Options (3), (4) and (6) require prior approval by the Chapter 49 school district’s
voters. A district that enters into an agreement to exercise an option to reduce the district ’s local revenue level in
excess of entitlement under options (3), (4), or (5) for the 2025-2026 school year and that has not previously held an
election to exercise said options may request and may receive approval from the Commissioner to delay the date of
the election otherwise required to be ordered before September 1.

Furthermore, a school district may not adopt a tax rate until its effective local revenue level is at or below the level
that would produce its guaranteed entitlement under the Foundation School Program. If a school district fails to
exercise a permitted option, the Commissioner must reduce the school district’s local revenue level to the level that
would produce the school district’s guaranteed entitlement, by detaching certain types of property from the school
district and annexing the property to a property-poor school district or, if necessary, consolidate the school district
with a property-poor school district. Provisions governing detachment and annexation of taxable property by the
Commissioner do not provide for assumption of any of the transferring school district’s existing debt.

School Finance System as Applied to the District

For the 2024-2025 fiscal year, the District has not been designated as an “excess local revenue” district by the TEA.
Accordingly, the District has not been required to exercise one of the permitted wealth equalization options.

A district’s status of any excess local revenue in Tier I and its wealth per student for Copper Penny purposes in Tier
IT must be tested for each future school year and, if it exceeds the maximum permitted levels, the excess must be
reduced by exercising of one of the permitted wealth equalization options. If the District were to consolidate (or
consolidate its tax base for all purposes) with a property-poor district, the outstanding debt of each district could
become payable from the consolidated district’s combined property tax base, and the District’s ratio of taxable
property to debt could become diluted. If the District were to detach property voluntarily, a portion of its outstanding
debt (including the Bonds) could be assumed by the district to which the property is annexed, in which case timely
payment of the Bonds could become dependent in part on the financial performance of the annexing district.

AD VALOREM TAX PROCEDURES

The following is a summary of certain provisions of State law as it relates to ad valorem taxation and is not intended
to be complete. Prospective investors are encouraged to review Title I of the Texas Tax Code, as amended (the
“Property Tax Code”), for identification of property subject to ad valorem taxation, property exempt or which may
be exempted from ad valorem taxation if claimed, the appraisal of property for ad valorem tax purposes, and the
procedures and limitations applicable to the levy and collection of ad valorem taxes.

Valuation of Taxable Property

The Property Tax Code provides for county-wide appraisal and equalization of taxable property values and establishes
in each county of the State an appraisal district and an appraisal review board (the “Appraisal Review Board”)
responsible for appraising property for all taxing units within the county. The appraisal of property within the District
is the responsibility of the Navarro Central Appraisal District (the “Appraisal District”). Except as generally described
below, the Appraisal District is required to appraise all property within the Appraisal District on the basis of 100% of
its market value and is prohibited from applying any assessment ratios. In determining market value of property, the
Appraisal District is required to consider the cost method of appraisal, the income method of appraisal and the market
data comparison method of appraisal, and use the method the chief appraiser of the Appraisal District considers most
appropriate. The Property Tax Code requires appraisal districts to reappraise all property in its jurisdiction at least
once every three (3) years. A taxing unit may require annual review at its own expense, and is entitled to challenge
the determination of appraised value of property within the taxing unit by petition filed with the Appraisal Review
Board.

State law requires the appraised value of an owner’s principal residence (“homestead” or “homesteads’) to be based
solely on the property’s value as a homestead, regardless of whether residential use is considered to be the highest and
best use of the property. State law further limits the appraised value of a homestead to the lesser of (1) the market
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value of the property, or (2) 110% of the appraised value of the property for the preceding tax year plus the market
value of all new improvements to the property.

State law provides that eligible owners of both agricultural land and open-space land, including open-space land
devoted to farm or ranch purposes or open-space land devoted to timber production, may elect to have such property
appraised for property taxation on the basis of its productive capacity. The same land may not be qualified as both
agricultural and open-space land.

Effective January 1, 2024, an appraisal district may only increase the appraised value of real property during the 2024
tax year on certain non-homestead properties (the “Subjected Property”) whose appraised values are not more than $5
million (the “maximum property value”) to an amount not to exceed the lesser of: (1) the market value of the Subjected
Property for the most recent tax year that the market value was determined by the appraisal office or (2) the sum of:
(a) 20 percent of the appraised value of the Subjected Property for the preceding tax year; (b) the appraised value of
the Subjected Property for the preceding tax year; and (c) the market value of all new improvements to the Subjected
Property (collectively, the “Appraisal Cap”). After the 2024 tax year, through December 31, 2026 unless extended by
future legislation, the maximum property value may be increased or decreased by the product of the preceding State
fiscal year’s increase or decrease in the consumer price index, as applicable, to the maximum property value.

The appraisal values set by the Appraisal District are subject to review and change by the Appraisal Review Board.
The appraisal rolls, as approved by the Appraisal Review Board, are used by taxing units, such as the District, in
establishing their tax rolls and tax rates (see “AD VALOREM TAX PROCEDURES — District and Taxpayer
Remedies™).

State Mandated Homestead Exemptions

State law grants, with respect to taxes levied for general elementary and secondary public school purposes, (1) a
$100,000 exemption (as described below) of the appraised value of all homesteads, (2) an additional $10,000
exemption of the appraised value of the residence homesteads of persons sixty-five (65) years of age or older and the
disabled, and (3) various exemptions for disabled veterans and their families, surviving spouses of members of the
armed services killed in action and surviving spouses of first responders killed or fatally wounded in the line of duty.

See “CURRENT PUBLIC SCHOOL FINANCE SYSTEM — 2025 Legislative Sessions” herein for a discussion of a
potential increase in the general State mandated homestead exemption from $100,000 to $140,000 and a potential
increase in the State mandated homestead exemption of persons sixty-five (65) years of age or older and the disabled
from $10,000 to $60,000.

Local Option Homestead Exemptions

The governing body of a taxing unit, including a city, county, school district, or special district, at its option may grant:
(1) an exemption of up to 20% of the appraised value of all homesteads (but not less than $5,000) and (2) an additional
exemption of at least $3,000 of the appraised value of the homesteads of persons sixty-five (65) years of age or older
and the disabled. Each taxing unit decides if it will offer the local option homestead exemptions and at what percentage
or dollar amount, as applicable. The exemption described in (2), above, may also be created, increased, decreased or
repealed at an election called by the governing body of a taxing unit upon presentment of a petition for such creation,
increase, decrease, or repeal of at least 20% of the number of qualified voters who voted in the preceding election of
the taxing unit.

Cities, counties and school districts are prohibited from repealing or reducing a general optional homestead exemption
that was granted in tax year 2022 through December 31, 2027.

State Mandated Freeze on School District Taxes

Except for increases attributable to certain improvements, a school district is prohibited from increasing the total ad
valorem tax on the homestead of persons sixty-five (65) years of age or older or of disabled persons above the amount
of tax imposed in the year such homestead qualified for such exemption. This freeze is transferable to a different
homestead if a qualifying taxpayer moves and, under certain circumstances, is also transferable to the surviving spouse
of persons sixty-five (65) years of age or older, but not the disabled.
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The total amount of ad valorem taxes that may be imposed for general elementary and secondary public school
purposes of the residence homestead of a person who is at least sixty-five (65) years of age or disabled may be adjusted
to reflect any statutory reduction from the preceding tax year in the maximum compressed rate of the maintenance
and operations taxes imposed for those purposes on the homestead.

Personal Property

Tangible personal property (furniture, machinery, supplies, inventories, etc.) used in the “production of income” is
taxed based on the property’s market value. Taxable personal property includes income-producing equipment and
inventory. Most intangibles such as goodwill, accounts receivable, and proprietary processes are not taxable under
current law and no intangibles will be taxable effective January 1, 2026. Tangible personal property not held or used
for production of income, such as household goods, automobiles or light trucks, and boats, is exempt from ad valorem
taxation unless the governing body of a taxing unit elects to tax such property. See “CURRENT PUBLIC SCHOOL
FINANCE SYSTEM — 2025 Legislative Sessions” herein for a discussion of a potential increase in the exemption for
tangible personal property used in the “production of income” from $2,499 to $125,000.

Freeport Exemptions

Certain goods that are acquired in or imported into the State to be forwarded outside the State, and are detained in the
State for 175 days or less for the purpose of assembly, storage, manufacturing, processing or fabrication (‘“Freeport
Property”) are exempt from ad valorem taxation unless a taxing unit took official action to tax Freeport Property before
April 1, 1990 and has not subsequently taken official action to exempt Freeport Property. Decisions to continue taxing
Freeport Property may be reversed in the future; decisions to exempt Freeport Property are not subject to reversal.

Certain goods, that are acquired in or imported into the State to be forwarded to another location within or without the
State, stored in a location that is not owned by the owner of the goods and are transported to another location within
or without the State within 175 days (“Goods-in-Transit”), are generally exempt from ad valorem taxation; however,
the Property Tax Code permits a taxing unit, on a local option basis, to tax Goods-in-Transit if the taxing unit takes
official action, after conducting a public hearing, before January 1 of the first tax year in which the taxing unit proposes
to tax Goods-in-Transit. Goods-in-Transit and Freeport Property do not include oil, natural gas or petroleum products,
and Goods-in-Transit does not include aircraft or special inventories such as manufactured housing inventory, or a
dealer’s motor vehicle, boat, or heavy equipment inventory.

A taxpayer may receive only one of the Goods-in-Transit or Freeport Property exemptions for items of personal
property.

Other Exempt Property

Other major categories of exempt property include property owned by the State or its political subdivisions if used for
public purposes, property exempt by federal law, property used for pollution control, farm products owned by
producers, property of nonprofit corporations used for scientific research or educational activities benefitting a college
or university, designated historic sites, solar and wind-powered energy devices, and certain classes of intangible
personal property. Effective January 1, 2026, all intangible personal property will be exempt from taxation.

Temporary Exemption for Qualified Property Damaged by a Disaster

The Property Tax Code entitles the owner of certain qualified (i) tangible personal property used for the production
of income, (ii) improvements to real property, and (iii) manufactured homes located in an area declared by the
governor to be a disaster area following a disaster and is at least 15 percent damaged by the disaster, as determined by
the chief appraiser, to an exemption from taxation of a portion of the appraised value of the property. The amount of
the exemption ranges from 15 percent to 100 percent based upon the damage assessment rating assigned by the chief
appraiser. The governing body of the taxing unit is not required to take any action in order for the taxpayer to be
eligible for the exemption. If a taxpayer qualifies for the exemption after the beginning of the tax year, the amount of
the exemption is prorated based on the number of days left in the tax year following the day on which the governor
declares the area to be a disaster area. Under Section 11.35, Property Tax Code, property is only “damaged” if it has
sustained physical damage. For more information on the exemption, reference is made to Section 11.35 of the Property
Tax Code, as amended.
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Tax Increment Reinvestment Zones

A city or county, by petition of the landowners or by action of its governing body, may create one or more tax
increment reinvestment zones (“TIRZ”) within its boundaries. At the time of the creation of the TIRZ, a “base value”
for the real property in the TIRZ is established and the difference between any increase in the assessed valuation of
taxable real property in the TIRZ in excess of the base value is known as the “tax increment.” During the existence of
the TIRZ, all or a portion of the taxes levied against the tax increment by a city or county, and all other overlapping
taxing units that elected to participate, are restricted to paying only planned project and financing costs within the
TIRZ and are not available for the payment of other obligations of such taxing units.

Until September 1, 1999, school districts were able to reduce the value of taxable property reported to the State to
reflect any taxable value lost due to TIRZ participation by the school district. The ability of the school district to
deduct the taxable value of the tax increment that it contributed prevented the school district from being negatively
affected in terms of state school funding. However, due to a change in law, local M&O tax rate revenue contributed
to a TIRZ created on or after May 31, 1999 will count toward a school district’s Tier One entitlement (reducing Tier
One State funds for eligible school districts) and will not be considered in calculating any school district’s Tier Two
entitlement (see “CURRENT PUBLIC SCHOOL FINANCE SYSTEM - State Funding for School Districts™).

Tax Limitation Agreements

The Texas Economic Development Act (former Chapter 313, Texas Tax Code, as amended), previously allowed
school districts to grant limitations on appraised property values to certain entities to encourage economic development
within the school district. Generally, during a ten-year period during the term of a tax limitation agreement, a school
district may only levy and collect M&O taxes on the agreed-to limited appraised property value. For the purposes of
calculating its Tier One and Tier Two entitlements, the portion of a school district’s property that is not fully taxable
is excluded from the school district’s taxable property values. Therefore, a school district will not be subject to a
reduction in Tier One or Tier Two State funds as a result of lost M&O tax revenues due to entering into a tax limitation
agreement (see “CURRENT PUBLIC SCHOOL FINANCE SYSTEM - State Funding for School Districts”). The
87th Texas Legislature did not vote to extend this program, which expired by its terms on December 31, 2022.

During the Regular Session of the 88" Texas Legislature, House Bill 5 (codified as Chapter 403, Texas Government
Code, Subchapter T, Texas Jobs, Energy, Technology and Innovation Act (“Chapter 403”)) was enacted into law.
Chapter 403 is intended as a replacement of former Chapter 313, Texas Tax Code (“Chapter 313”), but it contains
significantly different provisions than the prior program under Chapter 313. Under Chapter 403, a school district may
offer a 50% abatement on taxable value for maintenance and operations property taxes for certain eligible projects,
except that projects in a federally designated economic opportunity zone receive a 75% abatement. Chapter 403 also
provides a 100% abatement of maintenance and operations taxes for eligible property during a project’s construction
period. Taxable valuation for purposes of the debt service taxes securing the Bonds cannot be abated under
Chapter 403. Eligible projects must relate to manufacturing, provision of utility services, dispatchable electric
generation (such as non-renewable energy), development of natural resources, critical infrastructure, or research and
development for high-tech equipment or technology, and projects must create and maintain jobs and meet certain
minimum investment requirements. The District does not expect that Chapter 403 will have any material adverse
effect on its ability to repay the Bonds or its finances or operations more generally. For a discussion of how the various
exemptions described above are applied by the District, see “THE PROPERTY TAX CODE AS APPLIED TO THE
DISTRICT” herein.

District and Taxpayer Remedies

Under certain circumstances, taxpayers and taxing units, including the District, may appeal the determinations of the
Appraisal District by timely initiating a protest with the Appraisal Review Board. Additionally, taxing units such as
the District may bring suit against the Appraisal District to compel compliance with the Property Tax Code.

Owners of certain property with a taxable value in excess of the current year “minimum eligibility amount”, as
determined by the State Comptroller, and situated in a county with a population of one million or more, may protest
the determinations of an appraisal district directly to a three-member special panel of the appraisal review board,
appointed by the chairman of the appraisal review board, consisting of highly qualified professionals in the field of
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property tax appraisal. The minimum eligibility amount is set at $61,349,201 for the 2025 tax year, and is adjusted
annually by the State Comptroller to reflect the inflation rate.

The Property Tax Code sets forth notice and hearing procedures for certain tax rate increases by the District and
provides for taxpayer referenda that could result in the repeal of certain tax increases (see “TAX RATE
LIMITATIONS — Public Hearing and Voter-Approval Tax Rate”). The Property Tax Code also establishes a
procedure for providing notice to property owners of reappraisals reflecting increased property value, appraisals which
are higher than renditions, and appraisals of property not previously on an appraisal roll.

Levy and Collection of Taxes

The District is responsible for the collection of its taxes, unless it elects to transfer such functions to another
governmental entity. Taxes are due October 1, or when billed, whichever comes later, and generally become
delinquent after January 31 of the following year. A delinquent tax incurs a penalty of six percent (6%) of the amount
of the tax for the first calendar month it is delinquent, plus one percent (1%) for each additional month or portion of a
month the tax remains unpaid prior to July 1 of the year in which it becomes delinquent. If the tax is not paid by July
1 of the year in which it becomes delinquent, the tax incurs a total penalty of twelve percent (12%) regardless of the
number of months the tax has been delinquent and incurs an additional penalty of up to twenty percent (20%) if
imposed by the District. The delinquent tax also accrues interest at a rate of one percent (1%) for each month or portion
of a month it remains unpaid. The Property Tax Code also makes provision for the split payment of taxes, discounts
for early payment and the postponement of the delinquency date of taxes for certain taxpayers. Furthermore, the
District may provide, on a local option basis, for the split payment, partial payment, and discounts for early payment
of taxes under certain circumstances. The Property Tax Code permits taxpayers owning homes or certain businesses
located in a disaster area and damaged as a direct result of the declared disaster to pay taxes imposed in the year
following the disaster in four equal installments without penalty or interest, commencing on February 1 and ending
on August 1. See “AD VALOREM TAX PROCEDURES — Temporary Exemption for Qualified Property Damaged
by a Disaster” for further information related to a discussion of the applicability of this section of the Property Tax
Code.

District’s Rights in the Event of Tax Delinquencies

Taxes levied by the District are a personal obligation of the owner of the property. On January 1 of each year, a tax
lien attaches to property to secure the payment of all state and local taxes, penalties, and interest ultimately imposed
for the year on the property. The lien exists in favor of each taxing unit, including the District, having power to tax
the property. The District’s tax lien is on a parity with tax liens of such other taxing units. A tax lien on real property
takes priority over the claim of most creditors and other holders of liens on the property encumbered by the tax lien,
whether or not the debt or lien existed before the attachment of the tax lien; however, whether a lien of the United
States is on a parity with or takes priority over a tax lien of the District is determined by applicable federal law.
Personal property, under certain circumstances, is subject to seizure and sale for the payment of delinquent taxes,
penalty, and interest.

At any time after taxes on property become delinquent, the District may file suit to foreclose the lien securing payment
of the tax, to enforce personal liability for the tax, or both. In filing a suit to foreclose a tax lien on real property, the
District must join other taxing units that have claims for delinquent taxes against all or part of the same property.

Collection of delinquent taxes may be adversely affected by the amount of taxes owed to other taxing units, adverse
market conditions, taxpayer redemption rights, or bankruptcy proceedings which restrain the collection of a taxpayer’s
debt.

Federal bankruptcy law provides that an automatic stay of actions by creditors and other entities, including
governmental units, goes into effect with the filing of any petition in bankruptcy. The automatic stay prevents
governmental units from foreclosing on property and prevents liens for post-petition taxes from attaching to property
and obtaining secured creditor status unless, in either case, an order lifting the stay is obtained from the bankruptcy
court. In many cases, post-petition taxes are paid as an administrative expense of the estate in bankruptcy or by order
of the bankruptcy court.
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TAX RATE LIMITATIONS
M&O Tax Rate Limitations

A school district is authorized to levy maintenance and operation (“M&O”) taxes subject to approval of a proposition
submitted to district voters. The maximum M&O tax rate that may be levied by a district cannot exceed the voted
maximum rate or the maximum rate described in the next succeeding paragraph. The District is authorized to levy an
M&O tax rate as approved by the voters at an election held on November 28, 1961, in the District pursuant to Article
2784e-1, Texas Revised Civil Statutes Annotated, as amended. See “APPENDIX A - Table 1 - Valuation, Exemptions
and Tax Supported Debt” herein.

The maximum M&O tax rate per $100 of taxable value that may be adopted by a school district is the sum of $0.17
and the school district’s MCR. A school district’s MCR is, generally, inversely proportional to the change in taxable
property values both within the school district and the State, and is subject to recalculation annually. For any year,
the highest possible MCR for a school district is $0.93 (see “TAX RATE LIMITATIONS — Public Hearing and Voter-
Approval Tax Rate” and “CURRENT PUBLIC SCHOOL FINANCE SYSTEM - Local Funding for School Districts”
herein).

Furthermore, a school district cannot annually increase its tax rate in excess of the school district’s Voter-Approval
Tax Rate without submitting such tax rate to an election and a majority of the voters voting at such election approving
the adopted rate (see “TAX RATE LIMITATIONS — Public Hearing and Voter-Approval Tax Rate” herein).

I&S Tax Rate Limitations

A school district is also authorized to issue bonds and levy taxes for payment of bonds subject to voter approval of
one or more propositions submitted to the voters under Section 45.003(b)(1), Texas Education Code, as amended,
which provides a tax unlimited as to rate or amount for the support of school district bonded indebtedness (see “THE
BONDS — Security and Source of Payment”).

Section 45.0031, Texas Education Code, as amended (“Section 45.0031”), requires a school district to demonstrate to
the Texas Attorney General that it has the prospective ability to pay its maximum annual debt service on a proposed
issue of bonds and all previously issued bonds, other than bonds approved by district voters at an election held on or
before April 1, 1991 and issued before September 1, 1992 (or debt issued to refund such bonds, collectively, “exempt
bonds”), from a tax levied at a rate of $0.50 per $100 of assessed valuation before bonds may be issued. In
demonstrating the ability to pay debt service at a rate of $0.50, a district may take into account EDA and IFA allotments
to the district, which effectively reduces the district’s local share of debt service, and may also take into account Tier
One funds allotted to the district. The District is required to deposit any State allotments provided solely for payment
of debt service into the District’s interest and sinking fund upon receipt of such amounts. In addition, the District must,
prior to levying an 1&S fund tax rate that exceeds $0.50 per $100 of assessed valuation, credit to the interest and
sinking fund other State assistance, including Tier One funds that may be used for either operating purposes or for
payment of debt service, in an amount equal to the amount needed to demonstrate compliance with the threshold tax
rate test and which is received or to be received in that year. Once the prospective ability to pay such tax has been
shown and the bonds are issued, a district may levy an unlimited tax to pay debt service. Taxes levied to pay refunding
bonds issued pursuant to Chapter 1207, Texas Government Code (except refunding bonds issued to refund commercial
paper notes), are not subject to the $0.50 tax rate test; however, taxes levied to pay debt service on such bonds (other
than bonds issued to refund exempt bonds) are included in maximum annual debt service for calculation of the $0.50
threshold tax rate test when applied to subsequent bond issues. The Bonds are issued for school building purposes
pursuant to Chapter 45, Texas Education Code as new debt and are subject to the 50-cent Test.

Under current law, a district may demonstrate its ability to comply with the $0.50 threshold tax rate test by applying
the $0.50 tax rate to an amount equal to 90% of projected future taxable value of property in the district, as certified
by a registered professional appraiser, anticipated for the earlier of the tax year five years after the current tax year or
the tax year in which the final payment for the bonds is due. However, if a district uses projected future taxable values
to meet the $0.50 threshold tax rate test and subsequently imposes a tax at a rate greater than $0.50 per $100 of
valuation to pay for bonds subject to the test, then for subsequent bond issues, the Attorney General must find that the
district has the projected ability to pay principal and interest on the proposed bonds and all previously issued bonds
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subject to the $0.50 threshold tax rate test from a tax rate of $0.45 per $100 of valuation. The District has not used
State assistance or projected property values to satisfy this threshold test (preliminary, subject to change).

Public Hearing and Voter-Approval Tax Rate

A school district’s total tax rate is the combination of the M&O tax rate and the &S tax rate. Generally, the highest
rate at which a school district may levy taxes for any given year without holding an election to approve the tax rate is
the “Voter-Approval Tax Rate,” as described below.

A school district is required to adopt its annual tax rate before the later of September 30 or the sixtieth (60th) day after
the date the certified appraisal roll is received by the taxing unit, except that a tax rate that exceeds the Voter-Approval
Tax Rate must be adopted not later than the seventy-first (71st) day before the next occurring November uniform
election date. A school district’s failure to adopt a tax rate equal to or less than the Voter-Approval Tax Rate by
September 30 or the sixtieth (60th) day after receipt of the certified appraisal roll, will result in the tax rate for such
school district for the tax year to be the lower of the “no-new-revenue tax rate” calculated for that tax year or the tax
rate adopted by the school district for the preceding tax year. A school district’s failure to adopt a tax rate in excess of
the Voter-Approval Tax Rate on or prior to the seventy-first (71st) day before the next occurring November uniform
election date, will result in the school district adopting a tax rate equal to or less than its Voter-Approval Tax Rate by
the later of September 30 or the sixtieth (60th) day after receipt of the certified appraisal roll. “No-new-revenue tax
rate” means the rate that will produce the prior year’s total tax levy from the current year’s total taxable values,
adjusted such that lost values are not included in the calculation of the prior year’s taxable values and new values are
not included in the current year’s taxable values.

The Voter-Approval Tax Rate for a school district is the sum of (i) the school district’s MCR; (ii) the greater of (a)
the school district’s Enrichment Tax Rate for the preceding year, less any amount by which the school district is
required to reduce its current year Enrichment Tax Rate pursuant to Section 48.202(f), Education Code, as amended,
or (b) the rate of $0.05 per $100 of taxable value; and (iii) the school district’s current I&S tax rate. A school district’s
M&O tax rate may not exceed the rate equal to the sum of (i) $0.17 and (ii) the school district’s MCR (see “CURRENT
PUBLIC SCHOOL FINANCE SYSTEM?” herein, for more information regarding the State Compression Percentage,
MCR, and the Enrichment Tax Rate).

The governing body of a school district generally cannot adopt a tax rate exceeding the school district’s Voter-
Approval Tax Rate without approval by a majority of the voters approving the higher rate at an election to be held on
the next uniform election date. Further, subject to certain exceptions for areas declared disaster areas, State law
requires the board of trustees of a school district to conduct an efficiency audit before seeking voter approval to adopt
a tax rate exceeding the Voter-Approval Tax Rate and sets certain parameters for conducting and disclosing the results
of such efficiency audit. An election is not required for a tax increase to address increased expenditures resulting from
certain natural disasters in the year following the year in which such disaster occurs; however, the amount by which
the increased tax rate exceeds the school district’s Voter-Approval Tax Rate for such year may not be considered by
the school district in the calculation of its subsequent Voter-Approval Tax Rate.

The calculation of the Voter-Approval Tax Rate does not limit or impact the District’s ability to set an I&S tax
rate in each year sufficient to pay debt service on all of the District’s tax-supported debt obligations, including
the Bonds.

Before adopting its annual tax rate, a public meeting must be held for the purpose of adopting a budget for the
succeeding year. A notice of public meeting to discuss the school district’s budget and proposed tax rate must be
published in the time, format and manner prescribed in Section 44.004 of the Texas Education Code. Section
44.004(e) of the Texas Education Code provides that a person who owns taxable property in a school district is entitled
to an injunction restraining the collection of taxes by the school district if the school district has not complied with
such notice requirements or the language and format requirements of such notice as set forth in Section 44.004(b), (c),
(c-1), (c-2), and (d), and, if applicable, subsection (i), and if such failure to comply was not in good faith. Section
44.004(e) further provides the action to enjoin the collection of taxes must be filed before the date the school district
delivers substantially all of its tax bills. A school district that elects to adopt a tax rate before the adoption of a budget
for the fiscal year that begins in the current tax year may adopt a tax rate for the current tax year before receipt of the
certified appraisal roll, so long as the chief appraiser of the appraisal district in which the school district participates
has certified to the assessor for the school district an estimate of the taxable value of property in the school district. If
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a school district adopts its tax rate prior to the adoption of its budget, both the no-new-revenue tax rate and the Voter-
Approval Tax Rate of the school district shall be calculated based on the school district’s certified estimate of taxable
value. A school district that adopts a tax rate before adopting its budget must hold a public hearing on the proposed
tax rate followed by another public hearing on the proposed budget rather than holding a single hearing on the two
1tems.

A school district must annually calculate and prominently post on its internet website, and submit to the county tax
assessor-collector for each county in which all or part of the school district is located its Voter-Approval Tax Rate in
accordance with forms prescribed by the State Comptroller.

THE PROPERTY TAX CODE AS APPLIED TO THE DISTRICT

The District grants the state-mandated homestead exemption of $100,000 to all qualified property owners for their
primary residence. An additional $10,000 exemption is available to property owners who qualify for either the Over-
65 exemption or the Disabled Person exemption; however, individuals eligible for both may receive only one of the
two. It is important to note that proposed constitutional amendments currently under consideration may increase the
general homestead exemption to $140,000 and the Over-65/Disabled Person exemption to $60,000, pending voter
approval in November, 2025.

Further, while the District does not offer early payment discounts, taxpayers who are 65 years of age or older may
elect to pay their taxes in four equal installments, with the first installment due by February 1st and the final installment
due by August Ist. In accordance with state law, the full value of the homestead may be exempt from taxation for
certain individuals, including 100% disabled veterans as determined by the U.S. Department of Veteran Affairs, as
well as the surviving spouses of armed service members and first responders killed in the line of duty.

The District does not levy ad valorem taxes on the exempt portion of residence homestead value for bonded debt.
Pursuant to Tax Code 11.13, state-mandated homestead exemptions reduce taxable value, and under Education Code
48.259, the state reimburses school districts for resulting revenue loss.

The District does not tax non-business personal property and the Navarro County Tax Assessor’s Office collects taxes
for the District. However, personal property used for the production of income, such as business equipment, inventory,
or furnishings, is subject to ad valorem taxation in accordance with state law. See “CURRENT PUBLIC SCHOOL
FINANCE SYSTEM — 2025 Legislative Sessions” herein for a discussion of a potential increase in the exemption for
tangible personal property used in the “production of income” from $2,499 to $125,000.

The District taxes freeport property and Goods-in-Transit.

The District does not participate in any tax abatement agreements under Chapter 312 of the Texas Tax Code or in any
tax increment reinvestment zones established under Chapter 311. The District also does not have a value limitation
agreement under Chapter 403. However, the District does have an active Chapter 313 value limitation agreement with
the Briar Creek Solar Farm. Under this agreement, the property’s appraised value is limited for the purpose of
calculating maintenance and operations tax liability, while the full appraised value remains subject to taxation for
interest and sinking purposes. Although Chapter 313 of the Texas Tax Code expired for new applications at the end
of 2022, existing agreements remain in effect for the duration of their approved term.

EMPLOYEES’ BENEFIT PLANS

The District’s employees participate in a retirement plan (the “Plan”) with the State of Texas. The Plan is administered
by the Teacher Retirement System of Texas (“TRS”). State contributions are made to cover costs of the TRS
retirement plan up to certain statutory limits. The District is obligated for a portion of TRS, costs relating to employee
salaries that exceed the statutory limit. (See “APPENDIX B — BLOOMING GROVE INDEPENDENT SCHOOL
DISTRICT ANNUAL FINANCIAL REPORT.”) In addition to the TRS retirement plan, the District provides health
care coverage for its employees.

Please see APPENDIX B for additional detail regarding the District’s net pension liability and net other-post
employment benefits (OPEB) liability.
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Formal collective bargaining agreements relating directly to wages and other conditions of employment are prohibited
by Texas law, as are strikes by teachers. There are various local, state, and national organized employee groups who
engage in efforts to better the terms and conditions of employment of school employees. Some districts have adopted
a policy to consult with employer groups with respect to certain terms and conditions of employment. Some examples
of these groups are the Texas State Teachers Association, the Texas Classroom Teachers Association, the Association
of Texas Professional Educators, and the National Education Association.

INVESTMENTS

The District may invest its investable funds (including bond proceeds and money pledged to the payment of or as
security for bonds or other indebtedness issued by the District or obligations under a lease, installment sale, or other
agreement of the District) in investments authorized by State law in accordance with investment policies approved by
the governing body of the District. Both State law and the District’s investment policies are subject to change.

Legal Investments

Under State law, the District is authorized to invest in (1) obligations, including letters of credit, of the United States
or its agencies and instrumentalities, including the Federal Home Loan Banks; (2) direct obligations of the State or its
agencies and instrumentalities; (3) collateralized mortgage obligations directly issued by a federal agency or
instrumentality of the United States, the underlying security for which is guaranteed by an agency or instrumentality
of the United States; (4) other obligations, the principal and interest of which are unconditionally guaranteed or insured
by, or backed by the full faith and credit of, the State or the United States or their respective agencies and
instrumentalities, including obligations that are fully guaranteed or insured by the Federal Deposit Insurance
Corporation or by the explicit full faith and credit of the United States; (5) obligations of states, agencies, counties,
cities, and other political subdivisions of any state rated as to investment quality by a nationally recognized investment
rating firm not less than “A” or its equivalent; (6) bonds issued, assumed or guaranteed by the State of Israel; (7)
interest-bearing banking deposits that are guaranteed or insured by the Federal Deposit Insurance Corporation or its
successor, or the National Credit Union Share Insurance Fund or its successor; (8) interest-bearing banking deposits
other than those described by clause (7) if (A) the funds invested in the banking deposits are invested through: (i) a
broker with a main office or branch office in this State that the District selects from a list the governing body of the
District or designated investment committee of the District adopts as required by Section 2256.025, Texas Government
Code; or (i) a depository institution with a main office or branch office in the State that the District selects; (B) the
broker or depository institution selected as described by (A) above arranges for the deposit of the funds in the banking
deposits in one or more federally insured depository institutions, regardless of where located, for the District’s account;
(C) the full amount of the principal and accrued interest of the banking deposits is insured by the United States or an
instrumentality of the United States; and (D) the District appoints as the District’s custodian of the banking deposits
issued for the District’s account: (i) the depository institution selected as described by (A) above; (ii) an entity
described by Section 2257.041(d), Texas Government Code; or (iii) a clearing broker dealer registered with the SEC
and operating under SEC Rule 15¢3-3; (9) (i) certificates of deposit or share certificates meeting the requirements of
Chapter 2256, Texas Government Code (the “Public Funds Investment Act”), that are issued by an institution that has
its main office or a branch office in the State and are guaranteed or insured by the Federal Deposit Insurance
Corporation or the National Credit Union Share Insurance Fund, or their respective successors, and are secured as to
principal by obligations described in clauses (1) through (8) or in any other manner and provided for by law for District
deposits, or (ii) certificates of deposits where (a) the funds are invested by the District through (A) a broker that has
its main office or a branch office in the State and is selected from a list adopted by the District as required by law, or
(B) a depository institution that has its main office or branch office in the State that is selected by the District, (b) the
broker or the depository institution selected by the District arranges for the deposit of the funds in certificates of
deposit in one or more federally insured depository institutions, wherever located, for the account of the District, (c)
the full amount of the principal and accrued interest of each of the certificates of deposit is insured by the United
States or an instrumentality of the United States, and (d) the District appoints the depository institution selected under
(a) above, a custodian as described by Section 2257.041(d), Texas Government Code, or a clearing broker-dealer
registered with the SEC and operating pursuant to SEC Rule 15¢3-3 (17 C.F.R. Section 240.15¢3-3) as custodian for
the District with respect to the certificates of deposit; (10) fully collateralized repurchase agreements as defined in the
Public Funds Investment Act, that have a defined termination date, are secured by a combination of cash and
obligations described in clauses (1) or (13) in this paragraph, require the securities being purchased by the District or
cash held by the District to be pledged to the District, held in the District’s name, and deposited at the time the
investment is made with the District or with a third party selected and approved by the District, and are placed through
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a primary government securities dealer, as defined by the Federal Reserve, or a financial institution doing business in
the State; (11) securities lending programs if (i) the securities loaned under the program are 100% collateralized, a
loan made under the program allows for termination at any time and a loan made under the program is either secured
by (a) obligations that are described in clauses (1) through (8) above, (b) irrevocable letters of credit issued by a state
or national bank that is continuously rated by a nationally recognized investment rating firm at not less than “A” or its
equivalent or (c) cash invested in obligations described in clauses (1) through (8) above, clauses (13) through (15)
below, or an authorized investment pool; (ii) securities held as collateral under a loan are pledged to the District, held
in the District’s name and deposited at the time the investment is made with the District or a third party designated by
the District; (iii) a loan made under the program is placed through either a primary government securities dealer or a
financial institution doing business in the State; and (iv) the agreement to lend securities has a term of one year or
less; (12) certain bankers’ acceptances with stated maturity of 270 days or less, if the short-term obligations of the
accepting bank or its parent are rated not less than “A-1" or “P-1” or the equivalent by at least one nationally
recognized credit rating agency; (13) commercial paper with a stated maturity of 365 days or less that is rated not less
than “A-1" or “P-1” or the equivalent by either (a) two nationally recognized credit rating agencies or (b) one
nationally recognized credit rating agency if the paper is fully secured by an irrevocable letter of credit issued by a
United States or state bank; (14) no-load money market mutual funds registered with and regulated by the SEC that
provide the District with a prospectus and other information required by the Securities Exchange Act of 1934 or the
Investment Company Act of 1940 and that comply with federal SEC Rule 2a-7 (17 C.F.R. Section 270.2a-7),
promulgated under the Investment Company Act of 1940 (15 U.S.C. Section 80a-1 et seq.); and (15) no-load mutual
funds registered with the SEC that have an average weighted maturity of less than two years, and have either (a) a
duration of one year or more and invest exclusively in obligations described in under this heading, or (b) a duration
of less than one year and the investment portfolio is limited to investment grade securities, excluding asset-backed
securities. In addition, bond proceeds may be invested in guaranteed investment contracts that have a defined
termination date and are secured by obligations, including letters of credit, of the United States or its agencies and
instrumentalities, other than the prohibited obligations described below, in an amount at least equal to the amount of
bond proceeds invested under such contract.

A political subdivision such as the District may enter into securities lending programs if (i) the securities loaned under
the program are 100% collateralized, a loan made under the program allows for termination at any time and a loan
made under the program is either secured by (a) obligations that are described in clauses (1) through (8) above, other
than the prohibited obligations described below, (b) irrevocable letters of credit issued by a state or national bank that
is continuously rated by a nationally recognized investment rating firm at not less than A or its equivalent or (c) cash
invested in obligations described in clauses (1) through (8) above, clauses (13) through (15) above, or an authorized
investment pool; (ii) securities held as collateral under a loan are pledged to the District, held in the District’s name
and deposited at the time the investment is made with the District or a third party designated by the District; (iii) a
loan made under the program is placed through either a primary government securities dealer or a financial institution
doing business in the State; and (iv) the agreement to lend securities has a term of one year or less.

The District may invest in such obligations directly or through government investment pools that invest solely in such
obligations provided that the pools are rated no lower than “AAA” or “AAAm” or an equivalent by at least one
nationally recognized rating service. The District may also contract with an investment management firm registered
under the Investment Advisers Act of 1940 (15 U.S.C. Section 80b-1 et seq.) or with the State Securities Board to
provide for the investment and management of its public funds or other funds under its control for a term up to two
years, but the District retains ultimate responsibility as fiduciary of its assets. In order to renew or extend such a
contract, the District must do so by order, ordinance, or resolution.

The District is specifically prohibited from investing in: (1) obligations whose payment represents the coupon
payments on the outstanding principal balance of the underlying mortgage-backed security collateral and pays no
principal; (2) obligations whose payment represents the principal stream of cash flow from the underlying mortgage-
backed security and bears no interest; (3) collateralized mortgage obligations that have a stated final maturity of greater
than 10 years; and (4) collateralized mortgage obligations the interest rate of which is determined by an index that
adjusts opposite to the changes in a market index.

Investment Policies

Under Texas law, the District is required to invest its funds under written investment policies that primarily emphasize
safety of principal and liquidity; that address investment diversification, yield, maturity, and the quality and capability
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of investment management; and that include a list of authorized investments for District funds, the maximum allowable
stated maturity of any individual investment and the maximum average dollar-weighted maturity allowed for pooled
fund groups, methods to monitor the market price of investments acquired with public funds, a requirement for
settlement of all transactions, except investment pool funds and mutual funds, on a delivery versus payment basis, and
procedures to monitor rating changes in investments acquired with public funds and the liquidation of such
investments consistent with the Texas Public Funds Investment Act. All District funds must be invested consistent
with a formally adopted “Investment Strategy Statement” that specifically addresses each fund’s investment. Each
Investment Strategy Statement will describe its objectives concerning: (1) suitability of investment type, (2)
preservation and safety of principal, (3) liquidity, (4) marketability of each investment, (5) diversification of the
portfolio, and (6) yield.

Under Texas law, the District’s investments must be made “with judgment and care, under prevailing circumstances,
that a person of prudence, discretion, and intelligence would exercise in the management of the person’s own affairs,
not for speculation, but for investment considering the probable safety of capital and the probable income to be
derived.” At least quarterly the District’s investment officers must submit an investment report to the Board detailing:
(1) the investment position of the District, (2) that all investment officers jointly prepared and signed the report, (3)
the beginning market value, and any additions and changes to market value and the ending value of each pooled fund
group, (4) the book value and market value of each separately listed asset at the beginning and end of the reporting
period, (5) the maturity date of each separately invested asset, (6) the account or fund or pooled fund group for which
each individual investment was acquired, and (7) the compliance of the investment portfolio as it relates to: (a) adopted
investment strategies and (b) Texas law. No person may invest District funds without express written authority from
the Board.

Additional Provisions

Under Texas law, the District is additionally required to: (1) annually review its adopted policies and strategies, (2)
require any investment officers with personal business relationships or family relationships with firms seeking to sell
securities to the District to disclose the relationship and file a statement with the Texas Ethics Commission and the
District, (3) require the registered principal of firms seeking to sell securities to the District to: (a) receive and review
the District’s investment policy, (b) acknowledge that reasonable controls and procedures have been implemented to
preclude imprudent investment activities, and (c) deliver a written statement attesting to these requirements; (4) in
conjunction with its annual financial audit, perform a compliance audit of the management controls on investments
and adherence to the District’s investment policy, (5) restrict reverse repurchase agreements to not more than 90 days
and restrict the investment of reverse repurchase agreement funds to no greater than the term of the reverse repurchase
agreement, (6) restrict the investment in non-money market mutual funds in the aggregate to no more than 15% of the
District’s monthly average fund balance, excluding bond proceeds and reserves and other funds held for debt service,
(7) require local government investment pools to conform to the new disclosure, rating, net asset value, yield
calculation, and advisory board requirements and (8) provide specific investment training for the Treasurer, the chief
financial officer (if not the Treasurer) and the investment officer.

TAX MATTERS

The Internal Revenue Code of 1986, as amended (the “Code”), includes requirements which the District must continue
to meet after the issuance of the Bonds in order that the interest on the Bonds be and remain excludable from gross
income for federal income tax purposes. The District’s failure to meet these requirements may cause the interest on
the Bonds to be included in gross income for federal income tax purposes retroactively to the date of issuance of the
Bonds. The District has covenanted in the Order to take the actions required by the Code in order to maintain the
exclusion from gross income for federal income tax purposes of interest on the Bonds.

In the opinion of Bond Counsel, assuming the accuracy of certain representations and certifications of the District and
continuing compliance by the District with the tax covenants referred to above, under existing statutes, regulations,
rulings and judicial decisions, interest on the Bonds is excludable from gross income of the holders thereof for federal
income tax purposes and is not an item of tax preference for purposes of the federal alternative minimum tax imposed
on individuals. Bond Counsel will express no opinion as to any other federal, state or local tax consequences under
present law or any proposed legislation regarding the Bonds. Prospective purchasers of the Bonds should consult their
own tax advisors as to the status of interest on the Bonds under the tax laws of any state.
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Interest on the Bonds included in the adjusted financial statement income of certain corporations is not excluded from
the federal corporate alternative minimum tax.

Except as described above, Bond Counsel will express no opinion regarding the federal income tax consequences
resulting from the receipt or accrual of the interest on the Bonds, or the ownership or disposition of the Bonds. The
accrual or receipt of interest on the Bonds may otherwise affect the federal income tax liability of the owners of the
Bonds. The extent of these other tax consequences will depend upon such owner’s particular tax status and other items
of income or deduction. Purchasers of the Bonds, particularly purchasers that are corporations (including S
corporations, foreign corporations operating branches in the United States of America, and certain corporations subject
to the alternative minimum tax imposed on corporations), property or casualty insurance companies, banks, thrifts or
other financial institutions, certain recipients of social security or railroad retirement benefits, taxpayers entitled to
claim the earned income credit, taxpayers entitled to claim the refundable credit in Section 36B of the Code for
coverage under a qualified health plan or taxpayers who may be deemed to have incurred or continued indebtedness
to purchase or carry tax-exempt obligations, should consult their tax advisors as to the tax consequences of purchasing
or owning the Bonds. Bond Counsel’s opinions are based on existing law, which is subject to change. Such opinions
are further based on factual representations made to Bond Counsel as of the date thereof. Bond Counsel assumes no
duty to update or supplement its opinions to reflect any facts or circumstances that may thereafter come to Bond
Counsel’s attention, or to reflect any changes in law that may thereafter occur or become effective. Moreover, Bond
Counsel’s opinions are not a guarantee of a particular result, and are not binding on the Internal Revenue Service
(“IRS”) or the courts; rather, such opinions represent Bond Counsel’s professional judgment based on its review of
existing law, and in reliance on the representations and covenants that it deems relevant to such opinion.

The IRS has initiated an expanded program for auditing tax-exempt bond issues, including both random and targeted
audits. It is possible that the Bonds will be selected for audit by the IRS. Under existing procedures relating to audits
of tax-exempt obligations such as the Bonds by the IRS, owners of the Bonds would have little, if any, right to
participate in the audit examination process. It is also possible that the market value of the Bonds might be adversely
affected as a result of such an audit of the Bonds (or by an audit of similar bonds). No assurance can be given that in
the course of an audit, as a result of an audit, or otherwise, Congress or the IRS might not change the Code (or
interpretation thereof) subsequent to the issuance of the Bonds to the extent that it adversely affects the exclusion from
gross income of interest on the Bonds or their market value.

Original Issue Premium and Discount

Certain of the Bonds (“Premium Bonds”) may be offered and sold to the public at a price in excess of their stated
redemption price at maturity (or earlier for certain Premium Bonds callable prior to maturity). That excess constitutes
bond premium. For federal income tax purposes, bond premium is amortized over the period to maturity of a Premium
Bond, based on the yield to maturity of that Premium Bond (or, in the case of a Premium Bond callable prior to its
stated maturity, the amortization period and yield may be required to be determined on the basis of an earlier call date
that results in the lowest yield on that Premium Bond), compounded semiannually (or over a shorter permitted
compounding interval selected by the owner). No portion of that bond premium is deductible by the owner of a
Premium Bond. For purposes of determining the owner’s gain or loss on the sale, redemption (including redemption
at maturity), or other disposition of a Premium Bond, the owner’s tax basis in the Premium Bond is reduced by the
amount of bond premium that amortizes during the period of ownership. As a result, an owner may realize taxable
gain for federal income tax purposes from the sale or other disposition of a Premium Bond for an amount equal to or
less than the amount paid by the owner for that Premium Bond.

Certain of the Bonds (“Discount Bonds”) may be offered and sold to the public at an original issue discount (“OID”).
OID is the excess of the stated redemption price at maturity over the “issue price” of a Discount Bond determined
under Code Section 1273 or 1274 (i.e., for obligations issued for money in a public offering, the initial offering price
to the public (other than to bond houses and brokers) at which a substantial amount of the obligation of the same
maturity is sold pursuant to that offering). For federal income tax purposes, OID accrues to the owner of a Discount
Bond over the period to maturity based on the constant yield method, compounded semiannually (or over a shorter
permitted compounding interval selected by the owner). The portion of OID that accrues during the period of
ownership of a Discount Bond (i) is interest excludable from the owner’s gross income for federal income tax purposes
to the same extent, and subject to the same considerations discussed above, as other interest on the Bonds, and (ii) is
added to the owner’s tax basis for purposes of determining gain or loss on the maturity, redemption, prior sale or other
disposition of that Discount Bond.
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Owners of Discount and Premium Bonds should consult their own tax advisers as to the determination for federal
income tax purposes of the amount of OID or bond premium properly accruable or amortizable in any period with
respect to the Discount or Premium Bonds and as to other federal tax consequences, and the treatment of OID and
bond premium for purposes of state and local taxes on, or based on, income.

Changes in Tax Law

From time to time, there are legislative proposals suggested, debated, introduced or pending that, if enacted into law,
could alter or amend one or more of the tax matters described above including, without limitation, the excludability
from gross income of interest on the Bonds, adversely affect the market price or marketability of the Bonds, or
otherwise prevent the holders from realizing the full current benefit of the status of the interest thereon. It cannot be
predicted whether or in what form any such proposal may be enacted, or whether, if enacted, any such proposal would
affect the Bonds. Prospective purchasers of the Bonds should consult their tax advisors as to the impact of any
proposed or pending legislation.

Information Reporting and Backup Withholding

Interest paid on tax-exempt bonds such as the Bonds is subject to information reporting to the IRS in a manner similar
to interest paid on taxable obligations. This reporting requirement does not affect the excludability of interest on the
Bonds from gross income for federal income tax purposes. However, in conjunction with that information reporting
requirement, the Code subjects certain non-corporate owners of Bonds, under certain circumstances, to “backup
withholding” at the rates set forth in the Code, with respect to payments on the Bonds and proceeds from the sale of
Bonds. Any amount so withheld would be refunded or allowed as a credit against the federal income tax of such
owner of Bonds. This withholding generally applies if the owner of Bonds (i) fails to furnish the payor such owner’s
social security number or other taxpayer identification number (“TIN”), (ii) furnished the payor an incorrect TIN, (iii)
fails to properly report interest, dividends, or other “reportable payments” as defined in the Code, or (iv) under certain
circumstances, fails to provide the payor or such owner’s securities broker with a certified statement, signed under
penalty of perjury, that the TIN provided is correct and that such owner is not subject to backup withholding.
Prospective purchasers of the Bonds may also wish to consult with their tax advisors with respect to the need to furnish
certain taxpayer information in order to avoid backup withholding.

Future and Proposed Legislation

Tax legislation, administrative actions taken by tax authorities, or court decisions, whether at the Federal or state level,
may adversely affect the tax-exempt status of interest on the Bonds under Federal or state law and could affect the
market price or marketability of the Bonds. Any such proposal could limit the value of certain deductions and
exclusions, including the exclusion for tax-exempt interest. The likelihood of any such proposal being enacted cannot
be predicted. Prospective purchasers of the Bonds should consult their own tax advisors regarding the foregoing
matters.

WEATHER

The District is located in North Central Texas. Land located in this area is susceptible to severe thunderstorms, heavy
rain, hail, high winds, and tornadic activity. If a future weather event significantly damaged all or part of the properties
comprising the tax base within the District, the assessed value of property within the District could be substantially
reduced, which could result in a decrease in tax revenues and/or necessitate an increase the District’s tax rate. Texas
law allows school districts to increase property tax rates without voter approval upon the occurrence of certain disasters
such as floods and upon a gubernatorial or presidential declaration of disaster. See “TAX RATE LIMITATIONS —
Public Hearing and Voter-Approval Tax Rate”. There can be no assurance that a casualty loss to taxable property
within the District will be covered by insurance (or that property owners will even carry flood or other casualty
insurance), that any insurance company will fulfill its obligation to provide insurance proceeds, or that insurance
proceeds will be used to rebuild or repair any damaged improvements within the District or be sufficient for such
purposes. Even if insurance proceeds are available and improvements are rebuilt, there could be a lengthy period in
which assessed values within the District could be adversely affected.
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CONCENTRATION OF TAX BASE AND EXPOSURE TO SOLAR AND UTILITIES INDUSTRIES

As shown in “Table 5 — Ten Largest Taxpayers” of APPENDIX A, the top ten taxpayers in the District currently
account for, in the aggregate, over 33% of the District’s tax base and the top taxpayer alone accounts for over 18% of
the District’s tax base. The valuation of solar facilities, pipelines and other utility facilities within the State (such as
those comprising a portion of the District’s tax base), as determined by respective appraisal districts, have been subject
to litigation related to the taxable value of such property. Taxpayers in the solar and alternative energy sector have
also increasingly challenged their property tax values on the basis that intangible property values have been
inappropriately included in the taxable value of their projects within the State. Further, electric utilities are also subject
to transfer and sole ownership by another entity, including local governments whose property is fully exempt from ad
valorem taxation. Accordingly, the District makes no representation regarding the continued valuation of any of top
ten taxpayers or the generation of future tax revenues therefrom. If any major taxpayer (or a combination of taxpayers)
were to default in the payment of taxes, the ability of the District to timely pay debt service on the Bonds will be
dependent on its ability to enforce and liquidate its tax lien (which, in the event of bankruptcy, certain laws may
preclude until the automatic stay is lifted). Such process is time-consuming and can only occur annually; in the
alternative, the District may sell tax anticipation notes until such amounts could be collected, if ever. See “THE
BONDS - Owners’ Remedies” and “THE PROPERTY TAX CODE AS APPLIED TO THE DISTRICT.”
Bondholders may become reliant upon the Permanent School Fund Guarantee in the event of a payment default by
the District. See “APPENDIX D - THE PERMANENT SCHOOL FUND GUARANTEE PROGRAM.”

CONTINUING DISCLOSURE OF INFORMATION

In the Order, the District has made the following agreement for the benefit of the holders and beneficial owners of the
Bonds. The District is required to observe the agreement for so long as it remains obligated to advance funds to pay
the Bonds. Under the agreement, the District will be obligated to provide certain updated financial information and
operating data annually, and timely notice of specified material events, to the MSRB. This information will be
available free of charge from the MSRB via the EMMA system at www.emma.msrb.org. See “APPENDIX D - THE
PERMANENT SCHOOL FUND GUARANTEE PROGRAM?” for a description of the continuing disclosure
undertaking to provide certain updated financial information and operating data annually with respect to the Permanent
School Fund and the State of Texas, as the case may be, and to provide timely notice of specified material events
related to the guarantee to certain information vendors.

Annual Reports

The District will provide certain updated financial information and operating data to the MSRB annually in an
electronic format as prescribed by the MSRB. The information to be updated includes all quantitative financial
information and operating data with respect to the District of the general type included in APPENDIX A of this Official
Statement under Tables numbered one through five and seven through eleven, and in APPENDIX B. The District will
update and provide this information within six months after the end of each fiscal year.

The District may provide updated information in full text or may incorporate by reference certain other publicly
available documents, as permitted by SEC Rule 15¢2-12 (the “Rule”). The updated information will include audited
financial statements, if the District commissions an audit and it is completed by the required time. Any financial
statements to be provided shall be (i) prepared in accordance with the accounting principles prescribed by the Texas
State Board of Education or such other accounting principles as the District may be required to employ, from time to
time, by State law or regulation, and (ii) audited, if the District commissions an audit of such statements and the audit
is completed within the period during which they must be provided. If the audit of such financial statements is not
complete within 12 months after any such fiscal year end, then the District shall file unaudited financial statements
within such 12-month period and audited financial statements for the applicable fiscal year, when and if the audit
report on such statements becomes available.

The District’s current fiscal year end is August 31. Accordingly, it must provide updated information by the last day

of February in each year following the end of its fiscal year, unless the District changes its fiscal year. If the District
changes its fiscal year, it will notify the MSRB of the change.
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Event Notices

The District will file with the MSRB notice of any of the following events with respect to the Bonds in a timely manner
(not more than 10 business days after occurrence of the event): (1) principal and interest payment delinquencies; (2)
non-payment related defaults, if material; (3) unscheduled draws on debt service reserves reflecting financial
difficulties; (4) unscheduled draws on credit enhancements reflecting financial difficulties; (5) substitution of credit
or liquidity providers, or their failure to perform; (6) adverse tax opinions, the issuance by the Internal Revenue Service
of proposed or final determinations of taxability, Notices of Proposed Issue (IRS Form 5701-TEB), or other material
notices or determinations with respect to the tax status of the Bonds, or other material events affecting the tax status
of the Bonds; (7) modifications to rights of holders of the Bonds, if material; (8) Bond calls, if material, and tender
offers; (9) defeasances; (10) release, substitution, or sale of property securing repayment of the Bonds, if material;
(11) rating changes; (12) bankruptcy, insolvency, receivership, or similar event of the District, which shall occur as
described below; (13) the consummation of a merger, consolidation, or acquisition involving the District or the sale
of all or substantially all of its assets, other than in the ordinary course of business, the entry into a definitive agreement
to undertake such an action or the termination of a definitive agreement relating to any such actions, other than
pursuant to its terms, if material; (14) appointment of a successor or additional trustee or the change of name of a
trustee, if material, (15) incurrence of a financial obligation of the District (as defined by the Rule, which includes
certain debt, debt-like, and debt-related obligations), if material, or agreement to covenants, events of default,
remedies, priority rights, or other similar terms of any such financial obligation of the District, any of which affect
security holders, if material; and (16) default, event of acceleration, termination event, modification of terms, or other
similar events under the terms of any such financial obligation of the District, any of which reflect financial difficulties.

Neither the Bonds nor the Order make any provision for debt service reserves, credit enhancement, or liquidity
enhancement. In addition, the District will provide timely notice of any failure by the District to provide information,
data, or financial statements in accordance with its agreement described above under “Annual Reports”. The District
will provide each notice described in this paragraph to the MSRB.

For these purposes, any event described in clause (12) in the immediately preceding paragraph is considered to occur
when any of the following occur; the appointment of a receiver, fiscal agent, or similar officer for the District in a
proceeding under the United States Bankruptcy Code or in any other proceeding under state or federal law in which a
court or governmental authority has assumed jurisdiction over substantially all of the assets or business of the District,
or if such jurisdiction has been assumed by leaving the existing governing body and officials or officers in possession
but subject to the supervision and orders of a court or governmental authority, or the entry of an order confirming a
plan of reorganization, arrangement, or liquidation by a court or governmental authority having supervision or
jurisdiction over substantially all of the assets or business of the District. The term “financial obligation” used in
clauses (15) and (16) of the immediately preceding paragraph means a: (A) debt obligation; (B) derivative instrument
entered into in connection with, or pledged as security or a source of payment for, an existing or planned debt
obligation; or (C) a guarantee or either (A) or (B). The term “financial obligation” shall not include municipal
securities as to which a final official statement has been provided to the MSRB consistent with the Rule.

Availability of Information

All information and documentation filing required to be made by the District in accordance with its undertaking made
for the Bonds will be filed with the MSRB in electronic format in accordance with MSRB guidelines. Access to such
filings will be provided, without charge to the general public, by the MSRB at www.emma.msrb.org.

Limitations and Amendments

The District has agreed to update information and to provide notices of material events only as described above. The
District has not agreed to provide other information that may be relevant or material to a complete presentation of its
financial results of operations, condition, or prospects or agreed to update any information that is provided, except as
described above. The District makes no representation or warranty concerning such information or concerning its
usefulness to a decision to invest in or sell the Bonds at any future date. The District disclaims any contractual or tort
liability for damages resulting in whole or in part from any breach of its continuing disclosure agreement or from any
statement made pursuant to its agreement, although holders and beneficial owners of the Bonds may seek a writ of
mandamus to compel the District to comply with its agreement.
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The continuing disclosure agreement may be amended by the District from time to time to adapt to changed
circumstances that arise from a change in legal requirements, a change in law, or a change in the identity, nature,
status, or type of operations of the District, but only if (1) the provisions, as so amended, would have permitted an
underwriter to purchase or sell the Bonds in the primary offering of the Bonds in compliance with Rule 15¢2-12 taking
into account any amendments or interpretations of Rule 15¢2-12 to the date of such amendment, as well as such
changed circumstances, and (2) either (a) the registered owners of a majority in aggregate principal amount (or any
greater amount required by any other provision of the Order that authorizes such an amendment) of the outstanding
Bonds consent to such amendment or (b) a person that is unaffiliated with the District (such as nationally recognized
bond counsel) determines that such amendment will not materially impair the interests of the registered owners and
beneficial owners of the Bonds. The District may also amend or repeal the agreement if the SEC amends or repeals
the applicable provisions of Rule 15¢2-12 or a court of final jurisdiction enters judgment that such provisions of Rule
15¢2-12 are invalid, and the District also may amend the agreement in its discretion in any other manner or
circumstance, but in any case only if and to the extent that the provisions of this sentence would not have prevented
an underwriter from lawfully purchasing or selling Bonds in the primary offering of the Bonds, giving effect to (a)
such provisions as so amended and (b) any amendments or interpretations of Rule 15¢2-12. If the District so amends
the continuing disclosure agreement, it shall include with any amended financial information or operating data next
provided in accordance with the agreement an explanation, in narrative form, of the reasons for the amendment and
of the impact of any change in the type of financial information or operating data so provided.

Compliance with Prior Undertakings

During the last five years, the District has complied in all material respects with all continuing disclosure agreements
made by it in accordance with Rule 15¢2-12.

OTHER INFORMATION
Ratings

S&P has assigned the rating of “AAA” to the Bonds based on the Permanent School Fund Guarantee. S&P generally
rates all bond issues guaranteed by the Permanent School Fund of the State of Texas “AAA.” The underlying
unenhanced rating of the Bonds by S&P is “A.” Such ratings reflect only the views of S&P and any desired explanation
of the significance of any such rating should be obtained from S&P. Generally, rating agencies base their ratings on
the information and materials furnished to them and on investigations, studies and assumptions of their own. There is
no assurance that any such rating, once issued, will continue for any given period of time or that such rating will not
be revised downward or withdrawn entirely by the rating agency, if, in the judgment of such agency, circumstances
so warrant. Any such downward revision or withdrawal may have an adverse effect on the market price of the Bonds.

No Litigation Certificate

The District is not a party to any litigation or other proceeding pending or to its knowledge, threatened, in any court,
agency, or other administrative body (either state or federal) which, if decided adversely to the District, would have a
material adverse effect on the financial statements or operations of the District. At the time of the initial delivery of
the Bonds, the District will provide the Underwriters with a certificate substantially to the effect that no litigation of
any nature has been filed or is then pending challenging the issuance of the Bonds or that affects the payment and
security of the Bonds or in any other manner questioning the issuance, sale, or delivery of said Bonds.

Legal Investments and Eligibility to Secure Public Funds in Texas

Under the Texas Public Security Procedures Act (Texas Government Code, Chapter 1201), the Bonds (1) are
negotiable instruments, (2) are investment securities to which Chapter 8 of the Texas Uniform Commercial Code
applies, and (3) are legal and authorized investments for (A) an insurance company, (B) a fiduciary or trustee, or (C) a
sinking fund of a municipality or other political subdivision or public agency of the State of Texas. The Bonds are
eligible to secure deposits of any public funds of the State, its agencies, and political subdivisions, and are legal
security for those deposits to the extent of their market value. For political subdivisions in Texas which have adopted
investment policies and guidelines in accordance with the Public Funds Investment Act (Texas Government Code,
Chapter 2256), the Bonds may have to be assigned a rating of “A” or its equivalent as to investment quality by a
national rating agency before such Bonds are eligible investments for sinking funds and other public funds. In
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addition, various provisions of the Texas Finance Code provide that, subject to a prudent investor standard, the Bonds
are legal investments for state banks, savings banks, trust companies with at least $1 million of capital and savings
and loan associations.

The District has made no investigation of other laws, rules, regulations, or investment criteria which might apply to
such institutions or entities or which might limit the suitability of the Bonds for any of the foregoing purposes or limit
the authority of such institutions or entities to purchase or invest in the Bonds for such purposes. The District has
made no review of laws in other states to determine whether the Bonds are legal investments for various institutions
in those states.

Registration and Qualification of Bonds for Sale

No registration statement relating to the Bonds has been filed with the United States Securities and Exchange
Commission under the federal Securities Act of 1933, as amended, in reliance upon the exemption provided thereunder
by Section 3(a)(2); and the Bonds have not been registered or qualified under the Securities Act of Texas in reliance
upon various exemptions contained therein; nor have the Bonds been registered or qualified under the securities acts
of any other jurisdiction. The District assumes no responsibility for registration or qualification of the Bonds under
the securities laws of any other jurisdiction in which the Bonds may be offered, sold, or otherwise transferred. This
disclaimer of responsibility for registration and qualification for sale or other disposition of the Bonds shall not be
construed as an interpretation of any kind with regard to the availability of any exemption from securities registration
or qualification provisions in such other jurisdictions.

Legal Matters

The District will furnish a complete transcript of proceedings incident to the authorization and issuance of the Bonds,
including the unqualified approving legal opinions of the Attorney General of the State of Texas to the effect that the
Bonds are valid and legally binding obligations of the District, and based upon examination of such transcript of
proceedings, the legal opinion of Leon Alcala, PLLC with respect to the Bonds being issued in compliance with the
provisions of applicable law and with respect to the interest on the Bonds being excludable from gross income for
purposes of federal income tax. The form of Leon Alcala, PLLC’s opinion is attached hereto as APPENDIX C —
FORM OF BOND COUNSEL’S OPINION.

Leon Alcala, PLLC, Austin, Texas (“Bond Counsel”) was engaged by, and only represents, the District. Except as
noted below, Bond Counsel did not take part in the preparation of the Official Statement, and such firm has not
assumed any responsibility with respect thereto or undertaken independently to verify any of the information contained
herein except that in its capacity as Bond Counsel, such firm has reviewed the information appearing under the
following captions or subcaptions, as applicable: “THE BONDS” (except under the 