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The City of Electra, Texas (the “City” or “Issuer”), is issuing its General Obligation Refunding Bonds, Series 2019 (the “Bonds”) in
accordance with the Constitution and laws of the State of Texas (the “State”), particularly Chapter 1207, Texas Government Code, as
amended; and a bond ordinance authorizing the Bonds (the “Bond Ordinance”) adopted by the City Commission of the City. In the Bond
Ordinance, the City Commission delegates to a designated officer of the City the authority to complete the sale of the Bonds and to
establish certain terms related to the terms of issuance and sale of the Bonds. The terms of the sale are included in a “Pricing Certificate,”
which completed the sale of the Bonds. The Bond Ordinance and the Pricing Certificate are jointly referred to herein as the “Ordinance”.
(See “THE BONDS - Authority for Issuance” herein.)

The Bonds constitute direct obligations of the Issuer payable from an annual ad valorem tax levied, within the limits prescribed by law,
against all taxable property in the City. (See "THE BONDS — Security for Payment" and “THE BONDS - Tax Rate Limitations” herein.)

Interest on the Bonds will accrue from December 15, 2019 (the “Dated Date”), will be payable February 1 and August 1 of each year,
commencing February 1, 2020, until maturity or prior redemption, and will be calculated on the basis of a 360-day year of twelve 30-day
months. The definitive Bonds will be issued as fully-registered Bonds in book-entry form only and when issued will be registered in the
name of Cede & Co., as nominee of The Depository Trust Company, New York, New York (“DTC”). DTC will act as securities depository
for the Bonds. Book-entry interests in the Bonds, within a stated maturity, will be made available for purchase in the principal amount of
$5,000 or any integral multiple thereof. Purchasers of the Bonds (“Beneficial Owners”) will not receive physical delivery of Bonds
representing their interest in the Bonds purchased. So long as DTC or its nominee is the registered owner of the Bonds, the principal of
and interest on the Bonds will be payable by U.S. Bank National Association, Dallas, Texas, as Paying Agent/Registrar, to DTC, which
will in turn remit such principal and interest to its participating members, which will in turn remit such principal and interest to the Beneficial
Owners of the Bonds. (See “BOOK-ENTRY-ONLY SYSTEM” herein.)

Proceeds from the sale of the Bonds will be used to (i) refund a portion of the City’s Combination Tax and Revenue Certificates of
Obligation, Series 2006 (the “Refunded Obligations”) in order to achieve debt service savings and (ii) pay costs related to the issuance of
the Bonds. (See Schedule | — Schedule of Refunded Obligations, “PLAN OF FINANCING FOR THE BONDS - Purpose”, “SOURCES
AND USES OF FUNDS” and “THE BONDS — Use of Bond Proceeds” herein.)

The Issuer reserves the right to redeem the Bonds maturing on and after February 1, 2031, in principal amounts of $5,000 or any integral
multiple thereof, at the redemption price of par plus accrued interest, on February 1, 2029, or any date thereafter at the par value thereof
plus accrued interest. Additionally, the Bonds maturing on February 1, 2031, February 1, 2034, February 1, 2038, February 1, 2042, and
February 1, 2046 are subject to the mandatory sinking fund redemption provisions, as further described herein. (See “THE BONDS -
Redemption Provisions” herein.)

The scheduled payment of principal of and interest on the Bonds when due will be guaranteed under a municipal bond insurance policy
to be issued concurrently with the delivery of the Bonds by Build America Mutual Assurance Company (“BAM”). (See “BOND

INSURANCE” herein.) -‘
' BAM

BUILD AMERICA MUTUAL

MATURITY SCHEDULE
(See Inside Cover Page)

The Bonds are offered for delivery when, as and if issued by the City and accepted by the underwriter listed below (the “Underwriter’) and
subject to the approving opinion of the Attorney General of the State of Texas and the approval of certain legal matters by McCall,
Parkhurst & Horton, L.L.P., Dallas, Texas, Bond Counsel. Certain legal matters will be passed upon for the Underwriter by its counsel,
Orrick, Herrington & Sutcliffe LLP, Austin, Texas. The legal opinion of Bond Counsel may be printed on, or attached to, the Bonds. (See
Appendix C — Form of Opinion of Bond Counsel). It is expected that the Bonds will be available for delivery through DTC on or about
December 23, 2019.
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MATURITY SCHEDULE
(Due February 1)
Base CUSIP Number: 284767V

$585,000 Serial Bonds

Stated Principal Interest Initial cusip
Maturity Amount Rate (%) Yield (%)? Suffix(®
2/1/2020 $ 95,000 4.000 1.320 EK2
2/1/2021 55,000 4.000 1.420 ELO
2/1/2022 55,000 4.000 1.530 EM8
2/1/2023 60,000 4.000 1.600 EN6
2/1/2024 60,000 4.000 1.680 EP1
2/1/2025 65,000 4.000 1.770 EQ9
2/1/2026 65,000 4.000 1.870 ER7
2/1/2027 65,000 4.000 1.970 ES5
2/1/2028 65,000 4.000 2.050 ET3

(Interest to accrue from the Dated Date)

$1,840,000 Term Bonds

$220,000 4.000% Term Bonds due 2/1/2031 @), Price to Yield 2.200% @®, CUSIP Suffix EW6(")
$255,000 4.000% Term Bonds due 2/1/2034 @), Price to Yield 2.400% @®), CUSIP Suffix EZ9(")
$390,000 4.000% Term Bonds due 2/1/2038 @), Price to Yield 2.570% @@, CUSIP Suffix FD7("
$450,000 4.000% Term Bonds due 2/1/2042 ), Price to Yield 2.730% ¥ CUSIP Suffix FH8("
$525,000 4.000% Term Bonds due 2/1/2046 @), Price to Yield 2.840% @ CUSIP Suffix FM7("

CUSIP numbers have been assigned to this issue and are included solely for the convenience of the purchasers of the
Bonds. “CUSIP” is a registered trademark of the American Bankers Association. CUSIP data herein is provided by CUSIP
Global Services, managed by S&P Global Market Intelligence on behalf of The American Bankers Association. This data
is not intended to create a database and does not serve in anyway as a substitute for the CUSIP Services. Neither the City,
its Financial Advisor nor the Underwriter is responsible for the selection or correctness of the CUSIP numbers set forth
herein.

The initial yields and prices are established by, and are the sole responsibility of the Underwriter and may subsequently be
changed from time to time at the sole discretion of the Underwriter.

The Issuer reserves the right to redeem the Bonds maturing on and after February 1, 2031, in principal amounts of $5,000
or any integral multiple thereof, at the redemption price of par plus accrued interest, on February 1, 2029, or any date
thereafter. Additionally, the Term bonds are subject to mandatory sinking fund provisions, as further described herein. (See
“THE BONDS — Redemption Provisions”)

Yield shown is yield to first call date of February 1, 2029.
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Title

Mayor

Commissioner, Place 1
Commissioner, Place 2
Commissioner, Place 3
Commissioner, Place 4

Term Expires Occupation
May 2020 Real Estate
May 2021 Home Improvement & Business Owner
May 2021 Construction Company Owner
May 2020 Retired

ADMINISTRATION

Length of Service

Name Position with City
Steve Bowlin City Administrator 4 years
Tracey Lowe City Secretary 35 years

CONSULTANTS AND ADVISORS
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Certified Public Accountants
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Dallas, Texas
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Hilltop Securities, Inc.
Dallas, Texas
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Managing Director
Hilltop Securities
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Dallas, Texas 75270
(214) 859-9447
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USE OF INFORMATION IN THE OFFICIAL STATEMENT

This Official Statement, which includes the cover page, Schedule | and the Appendices hereto, does not constitute an offer to sell
or the solicitation of an offer to buy in any jurisdiction to any person to whom it is unlawful to make such offer, solicitation or sale.

The Underwriter has provided the following sentence for inclusion in this Official Statement. The Underwriter has reviewed the
information in this Official Statement pursuant to its responsibilities to investors under the federal securities laws, but the
Underwriter does not guarantee the accuracy or completeness of such information.

Certain information set forth herein has been obtained from the City and other sources which are believed to be reliable but is not
guaranteed as to accuracy or completeness, and is not to be construed as a representation by the Underwriter. Any information
and expressions of opinion herein contained are subject to change without notice, and neither the delivery of this Official Statement
nor any sale made hereunder will, under any circumstances, create any implication that there has been no change in the affairs
of the City or other matters described herein since the date hereof. See “CONTINUING DISCLOSURE OF INFORMATION” for a
description of the City’s undertaking to provide certain information on a continuing basis.

THE BONDS ARE EXEMPT 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 THE BONDS HAVE BEEN REGISTERED, QUALIFIED OR EXEMPTED SHOULD NOT BE
REGARDED AS A RECOMMENDATION THEREOF.

THE COVER PAGE AND THE PAGE ENTITLED "SELECTED DATA FROM THE OFFICIAL STATEMENT" CONTAIN CERTAIN
INFORMATION FOR GENERAL REFERENCE ONLY AND THEY ARE NOT INTENDED AS A SUMMARY OF THE BONDS.
INVESTORS SHOULD READ THE ENTIRE OFFICIAL STATEMENT, INCLUDING THE SCHEDULE AND APPENDICES
ATTACHED HERETO, TO OBTAIN INFORMATION ESSENTIAL TO MAKING AN INFORMED INVESTMENT DECISION.

NONE OF THE CITY, ITS FINANCIAL ADVISOR OR THE UNDERWRITER MAKES ANY REPRESENTATION OR WARRANTY
WITH RESPECT TO THE INFORMATION CONTAINED IN THIS OFFICIAL STATEMENT REGARDING THE DEPOSITORY
TRUST COMPANY (‘DTC”) OR ITS BOOK-ENTRY-ONLY SYSTEM, AS SUCH INFORMATION HAS BEEN PROVIDED BY DTC.

THIS OFFICIAL STATEMENT CONTAINS “FORWARD-LOOKING” STATEMENTS WITHIN THE MEANING OF SECTION 21E
OF THE UNITED STATES SECURITIES EXCHANGE ACT OF 1934, AS AMENDED. SUCH STATEMENTS MAY INVOLVE
KNOWN AND UNKNOWN RISKS, UNCERTAINTIES AND OTHER FACTORS WHICH MAY CAUSE THE ACTUAL RESULTS,
PERFORMANCE AND ACHIEVEMENTS TO BE DIFFERENT FROM THE FUTURE RESULTS, PERFORMANCE AND
ACHIEVEMENTS EXPRESSED OR IMPLIED BY SUCH FORWARD-LOOKING STATEMENTS. INVESTORS ARE CAUTIONED
THAT THE ACTUAL RESULTS COULD DIFFER MATERIALLY FROM THOSE SET FORTH IN THE FORWARD-LOOKING
STATEMENTS.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITER 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 SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES COMMISSION HAS
APPROVED OR DISAPPROVED OF THE SECURITIES OR PASSED UPON THE ADEQUACY OR ACCURACY OF THIS
DOCUMENT. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

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 SPECIFIED OTHERWISE,
SUCH WEB SITES AND THE INFORMATION OR LINKS CONTAINED THEREIN ARE NOT INCORPORATED INTO, AND ARE
NOT PART OF, THIS OFFICIAL STATEMENT FOR ANY PURPOSES.

Build America Mutual Assurance Company (“BAM”) makes no representation regarding the Bonds or the advisability of investing
in the Bonds. In addition, BAM has not independently verified, makes no representation regarding, and does not accept any
responsibility for the accuracy or completeness of this Official Statement or any information or disclosure contained herein, or
omitted herefrom, other than with respect to the accuracy of the information regarding BAM, supplied by BAM and presented
under the heading “Bond Insurance” and “Exhibit E - Specimen Municipal Bond Insurance Policy”.
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SELECTED DATA FROM THE OFFICIAL STATEMENT

The selected data 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 page from this Official Statement or to otherwise use it without the entire Official Statement.

The Issuer

The Bonds

Paying Agent/Registrar

Security

Redemption

Use of Proceeds

Qualified Tax-Exempt
Obligations

Book-Entry-Only System

Rating

Bond Insurance

Payment Record
Issuance of Additional Debt
Delivery

Legality

The City of Electra, Texas (the “City” or “Issuer”), is located in Wichita County and is a Home Rule
municipal corporation governed by a mayor and a four-member City Commission. The Mayor and
four city commissioners are elected by place number at-large for two-year staggered terms. (See
“Appendix B - General Information Regarding City of Electra and Wichita County” herein.)

The City of Electra, Texas General Obligation Refunding Bonds, Series 2019 (the "Bonds"), are
being issued pursuant to the Constitution and general laws of the State of Texas (the “State”),
including particularly Chapter 1207, Texas Government Code, as amended (“Chapter 1207”), and
a bond ordinance (the “Bond Ordinance”) adopted by the City Commission of the City (the “City
Commission”). In the Bond Ordinance, the City Commission delegated to a designated officer of
the City, pursuant to certain provisions of Chapter 1207, authority to effect the sale of the Bonds
and to establish certain terms related to the issuance and sale of the Bonds. The terms of the sale
are included in a “Pricing Certificate,” which completed the sale of the Bonds. The Bond Ordinance
and the Pricing Certificate are jointly referred to herein as the “Ordinance”. (See “THE BONDS -
Authority for Issuance” herein.)

The initial Paying Agent/Registrar is U.S. Bank National Association, Dallas, Texas.

The Bonds constitute direct obligations of the City payable from a continuing, direct annual ad
valorem tax levied, within the limits prescribed by law, against all taxable property in the City. (See
“THE BONDS — Tax Rate Limitations” herein.)

The Issuer reserves the right to redeem the Bonds maturing on and after February 1, 2030, in
principal amounts of $5,000 or any integral multiple thereof, at the redemption price of par plus
accrued interest, on February 1, 2029, or any date thereafter at the par value thereof plus accrued
interest. Additionally, the Bonds maturing on February 1, 2031, February 1, 2034, February 1, 2038,
February 1, 2042, and February 1, 2046 are subject to the mandatory sinking fund redemption
provisions, as further described herein. (See “THE BONDS - Redemption Provisions” herein.)

Proceeds from the sale of the Bonds will be used to (i) refund a portion of the City’s Combination
Tax and Revenue Certificates of Obligation, Series 2006 (the “Refunded Obligations”) in order to
achieve debt service savings and (ii) pay costs related to the issuance of the Bonds. (See Schedule
| — Schedule of Refunded Obligations, “PLAN OF FINANCING FOR THE BONDS - Purpose”,
“SOURCES AND USES OF FUNDS” and “THE BONDS - Use of Bond Proceeds” herein.)

The City has designated the Bonds as "Qualified Tax-Exempt Obligations" for financial institutions
(see "TAX MATTERS" herein).

The Issuer intends to utilize the Book-Entry-Only System of The Depository Trust Company , New
York, New York (“DTC”), described herein. No physical delivery of the Bonds will be made to the
beneficial owners of the Bonds. Such Book-Entry-Only System may affect the method and timing
of payments on the Bonds and the manner in which the Bonds may be transferred. (See “BOOK-
ENTRY-ONLY SYSTEM” herein.)

S&P Global Ratings (“S&P”) will assign its credit rating of “AA” to the Bonds, at the time of delivery
of the Bonds, based upon a municipal bond insurance policy to be issued by Build America Mutual
Assurance Company. (See “OTHER PERTINENT INFORMATION — Ratings” herein.)

The scheduled payment of principal of and interest on the Bonds when due will be guaranteed
under an insurance policy to be issued concurrently with the delivery of the Bonds by Build America
Mutual Assurance Company (“BAM”). (See “BOND INSURANCE” and “BOND INSURANCE RISK
FACTORS” herein.).

The City has never defaulted in repayment of its bonded indebtedness.

The City has no plans to issue additional general obligation debt within the next twelve months.
When issued, anticipated on or about December 23, 2019.

Delivery of the Bonds is subject to the approval by the Attorney General of the State and the

rendering of an opinion as to legalty by McCall, Parkhurst & Horton, L.L.P.
Dallas, Texas.



INTRODUCTORY STATEMENT

This Official Statement provides certain information in connection with the issuance by the City of Electra, Texas (the “City” or
“Issuer”) of its $2,425,000 General Obligation Refunding Bonds, Series 2019 (the “Bonds”) identified on the cover page hereof.

Unless otherwise indicated, capitalized terms used in this Official Statement have the same meanings assigned to such terms in
the Ordinance (defined below). Included in this Official Statement are descriptions of the Bonds and certain information about the
Issuer and its finances. ALL DESCRIPTIONS OF DOCUMENTS CONTAINED HEREIN ARE SUMMARIES ONLY AND ARE
QUALIFIED IN THEIR ENTIRETY BY REFERENCE TO EACH SUCH DOCUMENT. Copies of such documents may be obtained
from the Issuer or the Financial Advisor upon request by electronic mail or upon payment of reasonable copying, handling, and
delivery charges.

This Official Statement speaks only as to its date, and the information contained herein is subject to change. A copy of the final
Official Statement and Escrow Agreement (defined below) will be deposited with the Municipal Securities Rulemaking Board
through its Electronic Municipal Market Access (‘EMMA”) system. See “CONTINUING DISCLOSURE OF INFORMATION” herein
for a description of the City’s undertaking to provide certain information on a continuing basis.

PLAN OF FINANCING FOR THE BONDS
Purpose

The Bonds are being issued (i) refund a portion of the City’s Combination Tax and Revenue Certificates of Obligation, Series 2006
(the “Refunded Obligations”) in order to achieve debt service savings and (ii) pay costs related to the issuance of the Bonds. (see
“SCHEDULE | - SCHEDULE OF REFUNDED OBLIGATIONS”).

Refunded Obligations

The principal and interest due on the Refunded Obligations are to be paid on the redemption date of such Refunded Obligations,
from funds to be deposited pursuant to a certain Escrow Agreement (the "Escrow Agreement") between the City and U.S. Bank
National Association (the "Escrow Agent"). The Ordinance provides that from the proceeds of the sale of the Bonds received from
the Underwriter, the City will deposit with the Escrow Agent the amount necessary to accomplish the discharge and final payment
of the Refunded Obligations on the redemption date as set forth in SCHEDULE | hereto. Such funds will be held uninvested by
the Escrow Agent in a special account (the "Escrow Fund") until the Redemption Date.

Under the Escrow Agreement, the Escrow Fund is irrevocably pledged to the payment of the principal of and interest on the
Refunded Obligations. The Financial Advisor to the City will execute a certificate (the “Sufficiency Certificate”) certifying that the
amount deposited to the Escrow Fund will be sufficient to pay the principal of and interest on the Refunded Obligations on the
redemption date.

By the deposit of the cash with the Escrow Agent pursuant to the Escrow Agreement, the City will have affected the defeasance
of all of the Refunded Obligations in accordance with State law. It is the opinion of Bond Counsel that as a result of such
defeasance and in reliance upon the Sufficiency Certificate, the Refunded Obligations will be outstanding only for the purpose of
receiving payments from the cash held for such purpose by the Escrow Agent and such Refunded Obligations will not be deemed
as being outstanding obligations of the City nor for the purpose of applying any limitation on the issuance of debt.

THE BONDS
General Description

The Bonds will be dated December 15, 2019 (the "Dated Date"). The Bonds are stated to mature on February 1 in the years and
in the principal amounts and will bear interest at per annum rates as set forth on page ii hereof. The Bonds will be issued only in
fully registered form and in principal denominations of $5,000 or any integral multiple thereof within a maturity. The Bonds shall
bear interest from the Dated Date on the unpaid principal amounts, and the amount of interest to be paid each payment period
shall be computed on the basis of a 360-day year of twelve 30-day months. Interest on the Bonds will be payable on February 1
and August 1 of each year commencing February 1, 2020, until maturity or prior redemption; provided, however, that so long as
Cede & Co., as nominee of the Depository Trust Company, New York, New York (“DTC”) is the registered owner of the Bonds, all
payments will be made as described under “BOOK-ENTRY-ONLY SYSTEM” herein. Principal is payable at the designated office
of the Paying Agent/Registrar, initially U.S. Bank National Association, Dallas, Texas. Interest on the Bonds shall be paid to the
registered owners whose names appear on the registration books of the Paying Agent/Registrar at the close of business on the
Record Date (as hereinafter defined) and shall be paid by the Paying Agent/Registrar (i) by check sent United States Mail, first
class postage prepaid, to the address of the registered owner recorded in the registration books or (ii) by such other method,
acceptable to the Paying Agent/Registrar, requested by, and at the risk and expense of, the registered owner. If the date for the
payment of the principal of or interest on the Bonds shall be 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 shall be the next succeeding day which is not such a day, and payment on such date shall have the same
force and effect as if made on the date payment was due.



Initially, the Bonds will be registered and delivered only to Cede & Co., the nominee of 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 interest on the Bonds will be payable by the Paying Agent/Registrar to Cede & Co. which will distribute the amounts received
to the Beneficial Owners of the Bonds. Such Book-Entry-Only System may change the method and timing of payment for the
Bonds and the method of transfer. See “BOOK-ENTRY-ONLY SYSTEM” herein.

Authority for Issuance

The Bonds are being issued pursuant to Chapter 1207, Texas Government Code, as amended (“Chapter 1207”), and a bond
ordinance (the “Bond Ordinance”) adopted by the City Commission of the City (the “City Commission”). In the Bond Ordinance,
the City Commission delegated to a designated officer of the City, pursuant to certain provisions of Chapter 1207, authority to
effect the sale of the Bonds and to establish certain terms related to the issuance and sale of the Bonds. The terms of the sale
are included in a “Pricing Certificate,” which completed the sale of the Bonds. The Bond Ordinance and the Pricing Certificate are
jointly referred to herein as the “Ordinance.”

Security for Payment

The Bonds constitute direct obligations of the Issuer payable from an annual ad valorem tax levied, within the limits prescribed by
law against all taxable property in the City. (See “AD VALOREM TAX PROCEDURES - Tax Rate Limitations” herein.)

Tax Rate Limitations

All taxable property within the City is subject to the assessment, levy and collection by the City of a continuing, direct annual ad
valorem tax sufficient to provide for the payment of principal of and interest on all ad valorem tax debt within the limits prescribed
by law. Article XI, Section 5, of the Texas Constitution is applicable to the City, and limits its maximum ad valorem tax rate to $2.50
per $100 Taxable Assessed Valuation for all City purposes. However, the City Charter of the City limits the maximum tax rate for
all municipal purposes to seventy-five cents ($0.75) on the one hundred dollars of the assessed valuation of all taxable property
within the City.

Redemption Provisions

Optional Redemption: The Bonds maturing on or after February 1, 2031 are subject to redemption prior to their stated maturity at
the option of the City on February 1, 2029, or any date thereafter, in whole or in part, in principal amounts of $5,000 or any integral
multiple thereof (and, if within a stated maturity, selected at random and by lot by the Paying Agent/Registrar), at the redemption
price of par plus accrued interest to the date fixed for redemption.

Mandatory Sinking Fund Redemption: In addition, the Term Bonds maturing on February 1 in the years 2031, 2034, 2038, 2042
and 2046 are subject to mandatory sinking fund redemption as described further herein are subject to mandatory sinking fund
redemption by the Paying Agent/Registrar by lot, or by any other customary method that results in a random selection, at a price
equal to the principal amount thereof, plus accrued interest to the redemption date, out of moneys available for such purpose in
the interest and sinking fund for the Bonds, on February 1 in the years and in the respective principal amounts, set forth in the
following schedule:

Term Bonds Maturing Term Bonds Maturing
February 1, 2031 February 1, 2034
Year Principal Amount Year Principal Amount
2/1/2029 $ 70,000 2/1/2032 $ 80,000
2/1/2030 75,000 2/1/2033 85,000
2/1/2031* 75,000 2/1/2034* 90,000
Term Bonds Maturing Term Bonds Maturing
February 1, 2038 February 1, 2042
Year Principal Amount Year Principal Amount
2/1/2035 $ 90,000 2/1/2039 $ 105,000
2/1/2036 95,000 2/1/2040 110,000
2/1/2037 100,000 2/1/2041 115,000
2/1/2038* 105,000 2/1/2042* 120,000

Term Bonds Maturing
February 1, 2046

Year Principal Amount
2/1/2043 $ 125,000
2/1/2044 130,000
2/1/2045 130,000
2/1/2046* 140,000

* Stated Maturity



If less than all of the Bonds subject to redemption are to be redeemed, the City shall determine the amounts of each maturity or
maturities to be redeemed and shall direct the Paying Agent/Registrar to select by lot the Bonds, or portions thereof, within such
maturity or maturities to be redeemed. Not less than thirty (30) days prior to a redemption date for the Bonds, the City shall cause
a notice of such redemption to be sent by United States mail, first-class postage prepaid, to the registered owners of each Bond
or a portion thereof to be redeemed at its address as it appeared on the registration books of the Paying Agent/Registrar on the
day such notice of redemption is mailed. The notice with respect to an optional redemption of Bonds may state (1) that it is
conditioned upon the deposit of moneys, in an amount equal to the amount necessary to effect the redemption, with the Paying
Agent/Registrar or such other entity as may be authorized by law, no later than the redemption date, or (2) that the City retains
the right to rescind such notice at any time prior to the scheduled redemption date if the City delivers a certificate of an authorized
representative to the Paying Agent/Registrar instructing the Paying Agent/Registrar to rescind the redemption notice, and such
notice and optional redemption will be of no effect if such moneys are not so deposited or if the notice is so rescinded. ANY
NOTICE OF REDEMPTION SO MAILED TO THE REGISTERED OWNERS WILL BE DEEMED TO HAVE BEEN DULY GIVEN
IRRESPECTIVE OF WHETHER ONE OR MORE OF THE REGISTERED OWNERS FAILED TO RECEIVE SUCH NOTICE. By
the date fixed for any such redemption, due provision shall be made with the Paying Agent/Registrar for the payment of the
required redemption price for the Bonds or portions thereof which are to be so redeemed. If such notice of redemption is given
and if all other conditions to redemption are satisfied, all as provided above, the Bonds or portion thereof which are to be redeemed
thereby automatically shall be treated as redeemed prior to their scheduled maturities, and they shall not bear interest after the
date fixed for redemption, and they shall not be regarded as being outstanding except for the right of the registered owner to
receive the redemption price from the Paying Agent/Registrar out of the funds provided for such payment.

The Paying Agent/Registrar and the City, 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 Bonds 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, will 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 Issuer 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 Ordinance and will not be conducted by the City or the Paying Agent/Registrar. Neither the City 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 "BOOK-ENTRY-ONLY SYSTEM" herein.)

Use of Bond Proceeds

Proceeds from the sale of the Bonds will be used to (i) refund the Refunded Obligations in order to achieve debt service savings
and (ii) pay costs related to the issuance of the Bonds. (See “SOURCES AND USES OF FUNDS” herein.)

Payment Record
The City has never defaulted in repayment of its bonded indebtedness.
Legality

The Bonds are offered when, as and if issued, subject to the approval by the Attorney General of the State of Texas and the
rendering of an opinion as to legality by McCall, Parkhurst & Horton, L.L.P., Dallas, Texas, Bond Counsel. The legal opinion of
Bond Counsel will accompany the Bonds to be deposited with DTC or will be printed on or attached to the Bonds should the Book-
Entry-Only System be discontinued. The form of the legal opinion of Bond Counsel appears in Appendix C attached hereto.

Defeasance

The Ordinance provides for the defeasance of the Bonds when the payment of the principal of and premium, if any, on the 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 a paying agent (or other financial institution permitted by applicable law), in trust (1) money
sufficient to make such payment and/or (2) Defeasance Securities that mature as to principal and interest in such mounts and at
such times to insure the availability, without reinvestment, of sufficient money to make such payment, and all necessary and
proper fees, compensation and expenses of the paying agent for the Bonds. Thereafter the City will have no further responsibility
with respect to amounts available to such paying agent (or other financial institution permitted by applicable law) for the payment
of such defeased Bonds. The Ordinance provides that "Defeasance Securities" means (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 are rated as to investment quality by a nat ionally recognized
investment rating firm not less than AAA or its equivalent, (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 are rated as to investment quality by a
nationally recognized investment rating firm not less than AAA or its equivalent, and (d) any other then authorized securities or
obligations under applicable state law that may be used to defease obligations such as the Bonds. The City has additionally
reserved the right, subject to satisfying the requirements of (1) and (2) above, to substitute other Defeasance Securities for the
Defeasance Securities originally deposited, to reinvest the uninvested moneys on deposit for such defeasance and to withdraw
for the benefit of the City moneys in excess of the amount required for such defeasance. The foregoing obligations may be in book



entry form, and shall mature and/or bear interest payable at such times and in such amounts as will be sufficient to provide for the
scheduled payment of the Bonds.

Upon such deposit as described above, such Bonds shall no longer be regarded to be 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 City to take any action amending the terms of the Bonds are extinguished.

There is no assurance that the current law will not be changed in a manner which would permit investments other than those
described in clauses (a) — (c) in the first paragraph of this section above to be made with amounts deposited to defease the Bonds.
Because the Ordinance specifically permits the use of other investments that may be permitted by future law, registered owners
are deemed to have consented to defeasance with such other investments, notwithstanding the fact that such investments may
not be of the same investment quality as those currently permitted under Texas law. There is no assurance that the ratings for
U.S. Treasury Securities used as Defeasance Securities or those for any other Defeasance Security will be maintained at any
particular rating category.

Default and Remedies

The Ordinance establishes specific events of default with respect to the Bonds. If the City defaults in the payment of principal or
interest on the Bonds when due, or defaults in the observation or performance of any other covenants, conditions, or obligations
set for in the Ordinance, the failure to perform which materially, adversely affects the rights of the registered owners of the Bonds,
including, but not limited to, their prospect or ability to be repaid in accordance with the Ordinance, and the continuation thereof
for a period of 60 days after notice of such default is given by any registered owner, the registered owners may seek a writ of
mandamus to compel City officials to carry out their legally imposed duties with respect to the Bonds if there is no other available
remedy at law to compel performance of the Bonds or Ordinance and the City’s obligations are not uncertain or disputed. The
issuance of a writ of mandamus is controlled by equitable principles, and with the discretion of the court, but may not be arbitrarily
refused. There is no acceleration of maturity of the Bonds in the event of default and, consequently, the remedy of mandamus
may have to be relied upon from year to year. The Ordinance does not provide for the appointment of a trustee to represent the
interest of the bondholders upon any failure of the City to perform in accordance with the terms of the Ordinance, or upon any
other condition and accordingly all legal actions to enforce such remedies would have to be undertaken at the initiative of, and be
financed by, the registered owners.

The Texas Supreme Court has ruled in Tooke v. City of Mexia, 197 S.W.3rd 325 (Tex. 2006), that a waiver of sovereign immunity
in a contractual dispute must be provided for by statute in “clear and unambiguous” language. Because it is unclear whether the
Texas legislature has effectively waived the City’s sovereign immunity from a suit for money damages, bondholders may not be
able to bring such a suit against the City for breach of the Bonds or Ordinance covenants. Even if a judgment against the City
could be obtained, it could not be enforced by direct levy and execution against the City's property. Further, the registered owners
cannot themselves foreclose on property within the City or sell property within the City to enforce the tax lien on taxable property
to pay the principal of and interest on the Bonds.

Furthermore, the City is 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 ad valorem 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 City 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 opinion of Bond Counsel will note that all opinions relative to the enforceability of the Ordinance
and the Bonds are qualified with respect to the customary rights of debtors relative to their creditors and may be limited by general
principles of equity which permit the exercise of judicial discretion and by governmental immunity.

SOURCES AND USES OF FUNDS

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

Sources of Funds

Principal Amount $ 2,425,000.00
Accrued Interest 2,155.56
Premium 252,629.30
Total Sources of Funds $ 2,679,784.86

Uses of Funds
Deposit to Escrow Fund $ 2,578,754.58
Deposit to Debt Service Fund 3,606.21
Costs of Issuance 49,000.00
Bond Insurance Premium 22,503.82
Underwriter’s Discount 25,920.25
Total Uses of Funds $ 2,679,784.86




REGISTRATION, TRANSFER AND EXCHANGE
Paying Agent/Registrar

The initial Paying Agent/Registrar is U.S. Bank National Association, Dallas, Texas. In the Ordinance, the Issuer retains the right
to replace the Paying Agent/Registrar. If the Issuer replaces the Paying Agent/Registrar, the new Paying Agent/Registrar must
accept the previous Paying Agent/Registrar’s records and act in the same capacity as the previous Paying Agent/Registrar. Any
successor Paying Agent/Registrar, selected at the sole discretion of the Issuer, must be a competent and legally qualified bank,
trust company, financial institution, or other agency to act as Paying Agent/Registrar. Upon a change in the Paying Agent/Registrar
for the Bonds, the Issuer agrees to promptly cause written notice thereof to be sent to each registered owner of the Bonds by
United States mail, first-class, postage prepaid.

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 payments of the Bonds will
be paid to the registered owner at the stated maturity 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 and interest payments on the Bonds will be made as described in “BOOK-ENTRY-ONLY SYSTEM”
herein.

Record Date

The record date (“Record Date”) for determining the person to whom interest is payable, on any interest payment date, means the
fifteenth calendar day of the month next 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 Issuer. Notice of the Special Record Date and of the scheduled payment date of the
past due interest (the “Special Payment Date”), which will be 15 days after the Special Record Date, must 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 the Bonds 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.

Registration

The Bonds are initially to be issued utilizing the Book-Entry-Only system of DTC. In the event such Book-Entry-Only System
should be discontinued for either or both series of Bonds, printed certificates will be delivered to the registered owners and
thereafter the Bonds may be transferred, registered, and assigned on the registration books of the Paying Agent/Registrar only
upon presentation and surrender thereof to the Paying Agent/Registrar, and such registration and transfer 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 and transfer. A Bond may be assigned by the execution of an assignment form on the Bond or by other instrument
of transfer and assignment acceptable to the Paying Agent/Registrar. A new Bond or Bonds will be delivered by the Paying
Agent/Registrar in lieu of the Bonds being transferred or exchanged at the designated office of the Paying Agent/Registrar, or sent
by United States registered mail to the new registered owner at the registered owner's request, risk and expense. 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 (3) business days after the receipt of the Bonds to be canceled in the exchange or transfer 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
denominations of $5,000 for any one stated maturity or any integral multiple thereof and for a like aggregate principal amount and
rate of interest as the Bond or Bonds surrendered for exchange or transfer. (See “BOOK-ENTRY-ONLY SYSTEM” herein for a
description of the system to be initially utilized in regard to ownership and transferability of the Bonds.)

Replacement Bonds

In the Ordinance, provision is made for the replacement of mutilated, destroyed, lost, or stolen Bonds issued under such Ordinance
upon surrender of the mutilated Bonds to the Paying Agent/Registrar, or the receipt of satisfactory evidence of destruction, loss,
or theft, and the receipt by the Issuer and Paying Agent/Registrar of security or indemnity as may be required by either of them to
hold them harmless. The Issuer may require payment of taxes, governmental charges, and other expenses in connection with
any such replacement.



BOND INSURANCE
Bond Insurance Policy

Concurrently with the issuance of the Bonds, Build America Mutual Assurance Company (“BAM”) will issue its Municipal Bond
Insurance Policy for the Bonds (the “Policy”). The Policy guarantees the scheduled payment of principal of and interest on the
Bonds when due as set forth in the form of the Policy included as an exhibit to this Official Statement.

The Policy is not covered by any insurance security or guaranty fund established under New York, California, Connecticut or
Florida insurance law.

Build America Mutual Assurance Company

BAM is a New York domiciled mutual insurance corporation and is licensed to conduct financial guaranty insurance business in
all fifty states of the United States and the District of Columbia. BAM provides credit enhancement products solely to issuers in
the U.S. public finance markets. BAM will only insure obligations of states, political subdivisions, integral parts of states or political
subdivisions or entities otherwise eligible for the exclusion of income under section 115 of the U.S. Internal Revenue Code of
1986, as amended. No member of BAM is liable for the obligations of BAM. The address of the principal executive offices of
BAM is: 200 Liberty Street, 27th Floor, New York, New York 10281, its telephone number is: 212-235-2500, and its website is
located at: www.buildamerica.com.

BAM is licensed and subject to regulation as a financial guaranty insurance corporation under the laws of the State of New York
and in particular Articles 41 and 69 of the New York Insurance Law.

BAM'’s financial strength is rated “AA/Stable” by S&P Global Ratings, a business unit of Standard & Poor's Financial Services LLC
(“S&P”).  An explanation of the significance of the rating and current reports may be obtained from S&P at
www.standardandpoors.com. The rating of BAM should be evaluated independently. The rating reflects the S&P’s current
assessment of the creditworthiness of BAM and its ability to pay claims on its policies of insurance. The above rating is not a
recommendation to buy, sell or hold the Bonds, and such rating is subject to revision or withdrawal at any time by S&P, including
withdrawal initiated at the request of BAM in its sole discretion. Any downward revision or withdrawal of the above rating may
have an adverse effect on the market price of the Bonds. BAM only guarantees scheduled principal and scheduled interest
payments payable by the issuer of the Bonds on the date(s) when such amounts were initially scheduled to become due and
payable (subject to and in accordance with the terms of the Policy), and BAM does not guarantee the market price or liquidity of
the Bonds, nor does it guarantee that the rating on the Bonds will not be revised or withdrawn.

Capitalization of BAM

BAM'’s total admitted assets, total liabilities, and total capital and surplus, as of September 30, 2019 and as prepared in accordance
with statutory accounting practices prescribed or permitted by the New York State Department of Financial Services were $552.8
million, $130.8 million and $422.1 million, respectively.

BAM is party to a first loss reinsurance treaty that provides first loss protection up to a maximum of 15% of the par amount
outstanding for each policy issued by BAM, subject to certain limitations and restrictions.

BAM’s most recent Statutory Annual Statement, which has been filed with the New York State Insurance Department and posted
on BAM’s website at www.buildamerica.com, is incorporated herein by reference and may be obtained, without charge, upon
request to BAM at its address provided above (Attention: Finance Department). Future financial statements will similarly be made
available when published.

BAM makes no representation regarding the Bonds or the advisability of investing in the Bonds. In addition, BAM has not
independently verified, makes no representation regarding, and does not accept any responsibility for the accuracy or
completeness of this Official Statement or any information or disclosure contained herein, or omitted herefrom, other than with
respect to the accuracy of the information regarding BAM, supplied by BAM and presented under the heading “BOND
INSURANCE”.

Ad(ditional Information Available from BAM

Credit Insights Videos. For certain BAM-insured issues, BAM produces and posts a brief Credit Insights video that provides a
discussion of the obligor and some of the key factors BAM'’s analysts and credit committee considered when approving the credit
for insurance. The Credit Insights videos are easily accessible on BAM's website at buildamerica.com/creditinsights/. (The
preceding website address is provided for convenience of reference only. Information available at such address is not incorporated
herein by reference.)

Credit Profiles. Prior to the pricing of bonds that BAM has been selected to insure, BAM may prepare a pre-sale Credit Profile for
those bonds. These pre-sale Credit Profiles provide information about the sector designation (e.g. general obligation, sales tax);
a preliminary summary of financial information and key ratios; and demographic and economic data relevant to the obligor, if
available. Subsequent to closing, for any offering that includes bonds insured by BAM, any pre-sale Credit Profile will be updated



and superseded by a final Credit Profile to include information about the gross par insured by CUSIP, maturity and coupon. BAM
pre-sale and final Credit Profiles are easily accessible on BAM's website at buildamerica.com/obligor/. BAM will produce a Credit
Profile for all bonds insured by BAM, whether or not a pre-sale Credit Profile has been prepared for such bonds. (The preceding
website address is provided for convenience of reference only. Information available at such address is not incorporated herein
by reference.)

Disclaimers. The Credit Profiles and the Credit Insights videos and the information contained therein are not recommendations
to purchase, hold or sell securities or to make any investment decisions. Credit-related and other analyses and statements in the
Credit Profiles and the Credit Insights videos are statements of opinion as of the date expressed, and BAM assumes no
responsibility to update the content of such material. The Credit Profiles and Credit Insight videos are prepared by BAM; they
have not been reviewed or approved by the issuer of or the underwriter for the Bonds, and the issuer and underwriter assume no
responsibility for their content.

BAM receives compensation (an insurance premium) for the insurance that it is providing with respect to the Bonds. Neither BAM
nor any affiliate of BAM has purchased, or committed to purchase, any of the Bonds, whether at the initial offering or otherwise.

BOND INSURANCE RISK FACTORS
General

In the event of default of the scheduled payment of principal of or interest on the Bonds when all or a portion thereof becomes
due, any owner of the Bonds shall have a claim under the Policy for such payments. The payment of principal and interest in
connection with mandatory or optional prepayment of the Bonds by the City which is recovered by the City from the Bonds owner
as a voidable preference under applicable bankruptcy law is covered by the Policy; however, such payments will be made by BAM
at such time and in such amounts as would have been due absent such prepayment by the City (unless BAM chooses to pay such
amounts at an earlier date). Payment of principal of and interest on the Bonds is not subject to acceleration, but other legal
remedies upon the occurrence of non-payment do exist (see “THE BONDS - Defaults and Remedies”). BAM may reserve the
right to direct the pursuit of available remedies, and, in addition, may reserve the right to consent to any remedies available to and
requested by the holders of the Bonds.

In the event BAM is unable to make payment of principal and interest as such payments become due under the Policy, the Bonds
are payable solely from the ad valorem tax levied, within the limits prescribed by law, on all taxable property located within the
City. In the event BAM becomes obligated to make payments with respect to the Bonds, no assurance is given that such event
will not adversely affect the market price or the marketability (liquidity) of the Bonds.

If a Policy is acquired, the long-term ratings on the Bonds will be dependent in part on the financial strength of BAM and its claims-
paying ability. BAM's financial strength and claims paying ability are predicated upon a number of factors which could change
over time. No assurance can be given that the long-term ratings of BAM and of the ratings on the Bonds, whether or not subject
to a Policy, will not be subject to downgrade and such event could adversely affect the market price or the marketability (liquidity)
for the Bonds. See the disclosure described in “OTHER PERTINENT INFORMATION - Ratings” herein. The obligations of BAM
under a Policy are general obligations of BAM and in an event of default by BAM the remedies available may be limited by
applicable bankruptcy law. Neither the City nor the Financial Advisor has made independent investigation into the claims-paying
ability of BAM and no assurance or representation regarding the financial strength or projected financial strength of BAM is given.

Claims-Paying Ability and Financial Strength of Municipal Bond Insurers

Moody’s Investor Services, Inc., S&P Global Ratings and Fitch Ratings (the “Rating Agencies”) have, over the last several years,
downgraded and/or placed on negative watch the claims-paying and financial strength of most providers of municipal bond
insurance. Additional downgrades or negative changes in the rating outlook for all bond insurers are possible. In addition, events
over the last several years in the credit markets have had substantial negative effects on the bond insurance business. These
developments could be viewed as having a material adverse effect on the claims-paying ability of such bond insurers, including
any bond insurer of the Bonds. Thus, when making an investment decision, potential investors should carefully consider the ability
of the City to pay principal and interest on the Bonds and the claims paying ability of any such bond insurer, particularly over the
life of the Bonds.

BOOK-ENTRY-ONLY SYSTEM

This section 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 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 City, the Financial Advisor, and the Underwriter believe the source of such information to be reliable,
but take no responsibility for the accuracy or completeness thereof.

The City, the Underwriter and the Financial Advisor cannot and do not give any assurance that (1) DTC will distribute payments
of debt service on the Bonds, or any 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 any 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 (the “SEC”), and the current procedures
of DTC to be followed in dealing with DTC Participants are on file with DTC.

DTC 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 certificate will be issued for each maturity of the Bonds, in the aggregate principal amount of each maturity,
and will be deposited with DTC.

DTC, the world’s largest securities 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 Standard & Poor’s rating of AA+. The DTC Rules applicable to its Participants are on file with
the 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 Bonds (“Beneficial Owner”) is in turn to be recorded
on the 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 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 Participants acting on behalf of Beneficial Owners. Beneficial
Owners will not receive Bonds representing their ownership interests in Bonds, except in the event that use of the book-entry
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
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.

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 Procedures. Under its usual procedures, DTC mails an Omnibus Proxy to the Issuer 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).

Redemption proceeds and principal and interest 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 Issuer or the Paying Agent/Registrar, on the payable 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 Issuer, subject to any statutory or regulatory requirements as may be in effect from time to time.

Payment of redemption proceeds and principal and interest to Cede & Co. (or such other nominee as may be requested by an
authorized representative of DTC) is the responsibility of the Issuer 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 the Participants.

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



The Issuer may decide to discontinue use of the system of book-entry-only transfers through DTC (or a successor securities
depository). In that event, Bonds will be printed and delivered. (See "REGISTRATION, TRANSFER, AND EXCHANGE" herein.)

The information in this section concerning DTC and DTC’s book-entry system has been obtained from sources that the Issuer and
the Underwriter believe to be reliable, but the Issuer and the Underwriter takes no 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 (i)
except as described above, notices that are to be given to registered owners under the Ordinance will be given only to DTC.

INVESTMENT POLICIES

Under law of the State of Texas (the “State”), the City 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
of investment management; and that includes a list of authorized investments for City funds, 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, Texas Government Code, chapter 2256, as amended (the “PFIA”). All City 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 State law, City 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 investment
officers of the City shall submit an investment report detailing: (1) the investment position of the City, (2) that all investment officers
jointly prepared and signed the report, (3) the beginning market value, the ending market value and the fully accrued interest for
the reporting period of each pooled fund group, 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 strategy statements and (b) state law. No person may invest City funds without
express written authority from the City Commission.

Additional Provisions

Under State law, the City is additionally required to: (1) annually review its adopted policies and strategies; (2) adopt a rule, order,
ordinance or resolution stating that it has reviewed its investment policy and investment strategies and records any changes made
to either its investment policy or investment strategy in the respective rule, order, ordinance or resolution; (3) require any
investment officers with personal business relationships or relatives with firms seeking to sell securities to the entity to disclose
the relationship and file a statement with the Texas Ethics Commission and the City Commission; (4) require the qualified
representative of firms offering to engage in an investment transaction with the City to: (a) receive and review the City’s investment
policy, (b) acknowledge that reasonable controls and procedures have been implemented to preclude investment transactions
conducted between the City and the business organization that are not authorized by the City’s investment policy (except to the
extent that this authorization is dependent on an analysis of the makeup of the City’s entire portfolio or requires an interpretation
of subjective investment standards or relates to investment transactions of the City that are not made through accounts or other
contractual arrangements over which the business organization has accepted discretionary investment authority), and (c) deliver
a written statement in a form acceptable to the City and the business organization attesting to these requirements; (5) perform an
annual audit of the management controls on investments and adherence to the City’s investment policy; (6) provide specific
investment training for the Treasurer, chief financial officer and investment officers; (7) 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 purchase agreement; (8) restrict the investment in no-load mutual funds in the aggregate to no more than 15% of the
City’s monthly average fund balance, excluding bond proceeds and reserves and other funds held for debt service; (9) require
local government investment pools to conform to the new disclosure, rating, net asset value, yield calculation, and advisory board
requirements; and (10) at least annually review, revise, and adopt a list of qualified brokers that are authorized to engage in
investment transactions with the City.

Investment Authority
Available City funds are invested as authorized by State law and in accordance with investment policies approved by the City

Commission. Both State law and the City’s investment policies are subject to change. Under State law, the City is authorized to
invest in obligations meeting the requirements of the PFIA which may include: (1) obligations, including letters of credit, of the
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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 City selects from a list the governing body or designated investment committee of the City
adopts as required by Section 2256.025, Texas Government Code; or (ii) a depository institution with a main office or branch office
in the State that the City 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
City’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 City appoints as the City's custodian of the banking deposits issued for the
City'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¢c3-3; (9) (i)
certificates of deposit or share certificates meeting the requirements of the PFIA, 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 City deposits, or (ii) certificates of deposits where (a) the
funds are invested by the City 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 City 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 City, (b) the broker or the depository institution selected by the City 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 City, (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 City appoints the depository institution selected under (a) above, a custodian as
described by Section 2257.041(d) of the 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 240.15c3-3) as custodian for the City with respect to the certificates of
deposit; (10) fully collateralized repurchase agreements that have a defined termination date, are secured by a combination of
cash and obligations described in clause (1), require the securities being purchased by the City or cash held by the City to be
pledged to the City, held in the City’s name, and deposited at the time the investment is made with the City or with a third party
selected and approved by the City, and are placed through 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 City, held in the City’s name and
deposited at the time the investment is made with the City or a third party designated by the City; (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 a stated maturity of 270
days or less, if the short-term obligations of the accepting bank or its parent are rated at least “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
at least “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 City 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.

The Issuer 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 Issuer 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 Issuer retains ultimate responsibility as fiduciary of its assets. In
order to renew or extend such a contract, the Issuer must do so by order, ordinance, or resolution. The Issuer 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
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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.

Current Investments

As of September 30, 2019, the City had investments totaling $295,997.32 (unaudited) held in CDs.

RETIREMENT PLAN AND OTHER POST RETIREMENT BENEFITS

In addition to its participation in the System, the City participates in a cost-sharing multiple-employer defined benefit group life
insurance plan operated by the Texas Municipal Retirement System (TMRS) known as the Supplemental Death Benefits Fund
(SDBF). For more detailed information concerning the City’s funding policy and contributions in connection with the TMRS and
SDBF, see Appendix D, “Excerpts from the Issuer’s Annual Financial Report”.

AD VALOREM PROPERTY TAXATION

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.
Reference is made to Title | 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 countywide appraisal and equalization of taxable
property values and establishes in each county of the State an appraisal district and an appraisal review board (“Appraisal Review
Board”) responsible for appraising property for all taxing units within the county. The appraisal of property within the [Issuer] is the
responsibility of the Wichita County Appraisal District (the “Appraisal District”). Except as 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 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 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 (the “10%
Homestead Cap”). The 10% increase is cumulative, meaning the maximum increase is 10% times the number of years since the
property was last appraised. See Table 1 for the reduction in taxable valuation attributable to the 10% Homestead Cap.

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 (“Productivity Value”). The same land may not be qualified as both agricultural and
open-space land. See Table 1 for the reduction in taxable valuation attributable to valuation by Productivity 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 [Issuer], in establishing their tax rolls and
tax rates. See “AD VALOREM PROPERTY TAXATION - Issuer and Taxpayer Remedies.”

STATE MANDATED HOMESTEAD EXEMPTIONS. . . State law grants, with respect to each taxing unit in the State, 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 Table 8 for the reduction in taxable valuation
attributable to state-mandated homestead exemptions.

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 market value of all homesteads (but not less than
$5,000) and (2) an additional exemption of the market value of the homesteads of persons 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. See Table 1 for the reduction in taxable valuation, if any, attributable to local option homestead exemptions.

LOCAL OPTION FREEZE FOR THE ELDERLY AND DISABLED . . . The governing body of a county, municipality or junior college
district may, at its option, provide for a freeze on the total amount of ad valorem taxes levied on the homesteads of persons 65
years of age or older or of disabled persons above the amount of tax imposed in the year such residence qualified for such
exemption. Also, upon voter initiative, an election may be held to determine by majority vote whether to establish such a freeze
on ad valorem taxes. Once the freeze is established, the total amount of taxes imposed on such homesteads cannot be increased
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except for certain improvements, and such freeze cannot be repealed or rescinded. See Table 1 for the reduction in taxable
valuation attributable to the freeze on taxes for the elderly and disabled.

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. Intangibles such as goodwill, accounts receivable, and proprietary processes are not taxable. 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.

FREEPORT EXEMPTIONS . . . Certain goods 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 to tax Freeport Property may be reversed in the future; decisions to exempt Freeport Property are
not subject to reversal. Certain goods, principally inventory, that are stored for the purposes of assembling, storing, manufacturing,
processing or fabricating the goods in a location that is not owned by the owner of the goods and are transferred from that location
to another location within 175 days (“Goods-in-Transit”), are exempt from ad valorem taxation unless a taxing unit takes official
action by January 1 of the year preceding a tax year, after holding a public hearing, to tax Goods-in-Transit beginning the following
tax year. Goods-in-Transit and Freeport Property do not include oil, natural gas or petroleum products, and Goods-in-Transit does
not include special inventories such as motor vehicles or boats in a dealer’s retail inventory. A taxpayer may receive only one of
the Goods-in-Transit or Freeport Property exemptions for items of personal property. See Table 1 for the reduction in taxable
valuation, if any, attributable to Goods-in-Transit or Freeport Property exemptions.

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.

TAX INCREMENT FINANCING ZONES . . . A city or county, by petition of the landowners or by action of its governing body, may
create one or more tax increment financing zones (“TIRZ”) within its boundaries, and other overlapping taxing units may agree to
contribute taxes levied against the “Incremental Value” in the TIRZ to finance or pay for project costs, as defined in Chapter 311,
Texas Government Code, general located within the TIRZ. 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 “Incremental Value”, and during the existence of the TIRZ, all or a portion of
the taxes levied by each participating taxing unit against the Incremental Value in the TIRZ are restricted to paying project and
financing costs within the TIRZ and are not available for the payment of other obligations of such taxing units. See “[AD VALOREM
PROPERTY TAXATION” Issuer Application of Property Tax Code”] for descriptions of any TIRZ created in the Issuer.

Until September 1, 1999, school districts were able to reduce the value of taxable property reported to the State to reflect any
value lost due to TIRZ participation by the district. The ability of the school district to deduct the 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, school districts may not reduce their taxable property value to reflect losses for TIRZs created on or after May 31, 1999. In
2001 the Legislature enacted legislation known as the Texas Economic Development Act (Chapter 313, Texas Tax Code) , which
allows school districts to grant limitations on appraised property values and provide ad valorem tax credits to certain corporations
and limited liability companies to encourage economic development within the district. Generally, during the last eight years of the
ten-year term of a tax limitation agreement, the school district may only levy and collect ad valorem taxes for maintenance and
operation purposes on the agreed-to limited appraised property value. The taxpayer is entitled to a tax credit from the school
district for the amount of taxes imposed during the first two years of the tax limitation agreement on the appraised value of the
property above the agreed-to limited value. (see “AD VALOREM PROPERTY TAXATION - Issuer Application of Property Tax
Code”).

TAX ABATEMENT AGREEMENTS . . . Taxing units may also enter into tax abatement agreements to encourage economic
development. Under the agreements, a property owner agrees to construct certain improvements on its property. The taxing unit,
in turn, agrees not to levy a tax on all or part of the increased value attributable to the improvements until the expiration of the
agreement. The abatement agreement could last for a period of up to 10 years. See “AD VALOREM PROPERTY TAXATION —
Issuer Application of Property Tax Code” for descriptions of any of the Issuer’'s tax abatement agreements. Table 1 for the
reduction in taxable valuation, if any, attributable to tax abatement agreements.

For a discussion of how the various exemptions described above are applied by the Issuer, see “AD VALOREM PROPERTY
TAXATION - Issuer Application of Property Tax Code” herein.

PUBLIC HEARING AND MAINTENANCE AND OPERATION TAX RATE LIMITATIONS
The following terms as used in this section have the meanings provided below:

“adjusted” means lost values are not included in the calculation of the prior year’s taxes and new values are not included
in the current year’s taxable values.
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“de minimis rate” means the maintenance and operations tax rate that will produce the prior year’s total maintenance and
operations tax levy (adjusted) from the current year's values (adjusted), plus the rate that produces an additional
$500,000 in tax revenue when applied to the current year’s taxable value, plus the debt service tax rate.

“no-new-revenue tax rate” means the combined maintenance and operations tax rate and debt service tax rate that will
produce the prior year’s total tax levy (adjusted) from the current year’s total taxable values (adjusted).

“special taxing unit” means a city for which the maintenance and operations tax rate proposed for the current tax year is
2.5 cents or less per $100 of taxable value.

“unused increment rate” means the cumulative difference between a city’s voter-approval tax rate and its actual tax rate
for each of the tax years 2020 through 2022, which may be applied to a city’s tax rate in tax years 2021 through 2023
without impacting the voter-approval tax rate.

“voter-approval tax rate” means the maintenance and operations tax rate that will produce the prior year’s total
maintenance and operations tax levy (adjusted) from the current year’s values (adjusted) multiplied by 1.035, plus the
debt service tax rate, plus the “unused increment rate”.

The City’s tax rate consists of two components: (1) a rate for funding of maintenance and operations expenditures in the current
year (the “maintenance and operations tax rate”), and (2) a rate for funding debt service in the current year (the “debt service tax
rate”). Under State law, the assessor for the City must submit an appraisal roll showing the total appraised, assessed, and taxable
values of all property in the City to the City Council by August 1 or as soon as practicable thereafter.

A city must annually calculate its “voter-approval tax rate” and “no-new-revenue tax rate” (as such terms are defined above) in
accordance with forms prescribed by the State Comptroller and provide notice of such rates to each owner of taxable property
within the city and the county tax assessor-collector for each county in which all or part of the city is located. A city must adopt a
tax rate before the later of September 30 or the 60th day after receipt of the certified appraisal roll, except that a tax rate that
exceeds the voter-approval tax rate must be adopted not later than the 71st day before the next occurring November uniform
election date. If a city fails to timely adopt a tax rate, the tax rate is statutorily set as the lower of the no-new-revenue tax rate for
the current tax year or the tax rate adopted by the city for the preceding tax year.

As described below, the Property Tax Code provides that if a city adopts a tax rate that exceeds its voter-approval tax rate or, in
certain cases, its “de minimis rate”, an election must be held to determine whether or not to reduce the adopted tax rate to the
voter-approval tax rate.

A city may not adopt a tax rate that exceeds the lower of the voter-approval tax rate or the no-new-revenue tax rate until each
appraisal district in which such city participates has delivered notice to each taxpayer of the estimated total amount of property
taxes owed and the city has held a public hearing on the proposed tax increase.

For cities with a population of 30,000 or more as of the most recent federal decennial census, if the adopted tax rate for any tax
year exceeds the voter-approval tax rate, that city must conduct an election on the next occurring November uniform election date
to determine whether or not to reduce the adopted tax rate to the voter-approval tax rate.

For cities with a population less than 30,000 as of the most recent federal decennial census, if the adopted tax rate for any tax
year exceeds the greater of (i) the voter-approval tax rate or (ii) the de minimis rate, the city must conduct an election on the next
occurring November uniform election date to determine whether or not to reduce the adopted tax rate to the voter-approval tax
rate. However, for any tax year during which a city has a population of less than 30,000 as of the most recent federal decennial
census and does not qualify as a special taxing unit, if a city’s adopted tax rate is equal to or less than the de minimis rate but
greater than both (a) the no-new-revenue tax rate, multiplied by 1.08, plus the debt service tax rate or (b) the city’s voter-approval
tax rate, then a valid petition signed by at least three percent of the registered voters in the city would require that an election be
held to determine whether or not to reduce the adopted tax rate to the voter-approval tax rate.

Any city located at least partly within an area declared a disaster area by the Governor of the State or the President of the United
States during the current year may calculate its “voter-approval tax rate” using a 1.08 multiplier, instead of 1.035, until the earlier
of (i) the second tax year in which such city’s total taxable appraised value exceeds the taxable appraised value on January 1 of
the year the disaster occurred, or (ii) the third tax year after the tax year in which the disaster occurred.

State law provides cities and counties in the State the option of assessing a maximum one-half percent (1/2%) sales and use tax
on retail sales of taxable items for the purpose of reducing its ad valorem taxes, if approved by a majority of the voters in a local
option election. If the additional sales and use tax for ad valorem tax reduction is approved and levied, the no-new-revenue tax

rate and voter-approval tax rate must be reduced by the amount of the estimated sales tax revenues to be generated in the current
tax year.

The calculations of the no-new-revenue tax rate and voter-approval tax rate do not limit or impact the City’s ability to set a debt
service tax rate in each year sufficient to pay debt service on all of the City’s tax-supported debt obligations, including the Bonds.
Reference is made to the Property Tax Code for definitive requirements for the levy and collection of ad valorem taxes and the
calculation of the various defined tax rates.
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DEBT TAX RATE LIMITATIONS . . . All taxable property within the City is subject to the assessment, levy and collection by the
City of a continuing, direct annual ad valorem tax sufficient to provide for the payment of principal of and interest on all ad valorem
tax debt within the limits prescribed by law. Article XI, Section 5, of the Texas Constitution is applicable to the City, and limits its
maximum ad valorem tax rate to $2.50 per $100 Taxable Assessed Valuation for all City purposes. Administratively, the Attorney
General of the State of Texas will permit allocation of $1.50 of the $2.50 maximum tax rate for all tax-supported debt service, as
calculated at the time of issuance. However, the City Charter of the City limits the maximum tax rate for all municipal purposes, to
seventy-five cents ($0.75) on the one hundred dollars of the assessed valuation of all taxable property within the City.

ISSUER’S RIGHTS IN THE EVENT OF TAX DELINQUENCIES . . . Taxes levied by the Issuer are a personal obligation of the
owner of the property as of January 1 of the year for which the tax is imposed. 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 the State and each local taxing unit, including the Issuer, having power to tax the property. Personal
property, under certain circumstances, is subject to seizure and sale for the payment of delinquent taxes. At any time after taxes
on property become delinquent, the [Issuer] 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 [Issuer] 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, by the effects of market conditions on the foreclosure sale price, by taxpayer
redemption rights (a taxpayer may redeem property within two (2) years after the purchaser’s deed issued at the foreclosure sale
is filed in the county records) or by bankruptcy proceedings which restrict the collection of taxpayer debts. 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.

CITY APPLICATION OF THE PROPERTY TAX CODE
The Wichita County Appraisal District is responsible for appraising property within the City.
The City grants an exemption of $6,000 to the market value of the residence homestead of persons 65 years of age or older.

The City's grants the following State mandated amounts that a qualified disabled veteran receives depending on the veteran's
disability rating from the branch of the armed service: disability rating of 10%-29% receives a $5,000 exemption amount from the
property's value; disability rating of 30%-49% receives a $7,500 exemption amount from the property's value; disability rating of
50%-69% receives a $10,000 exemption amount from the property's value; and disability rating of 70%-100% receives a $12,000
exemption amount from the property's value.

The City does not tax non-business personal property.

The City does not permit split payments and discounts are not allowed.

The City offers Article VIII, Section 1-j (“freeport property”) exemptions but has not granted any such exemptions.
The City does tax Goods in Transit

The City does not offer abatements.

The City has not created a Tax Increment Reinvestment Zone.

TAX MATTERS
Opinion

On the date of initial delivery of the Bonds, McCall, Parkhurst & Horton L.L.P., Bond Counsel to the Issuer, will render its opinion
that, in accordance with statutes, regulations, published rulings and court decisions existing on the date thereof ("Existing Law"),
(1) interest on the Bonds for federal income tax purposes will be excludable from the "gross income" of the holders thereof and
(2) the Bonds will not be treated as "specified private activity bonds" the interest on which would be included as an alternative
minimum tax preference item under section 57(a)(5) of the Internal Revenue Code of 1986 (the "Code"). Except as stated above,
Bond Counsel to the Issuer will express no opinion as to any other federal, state or local tax consequences of the purchase,
ownership or disposition of the Bonds. See Appendix C -- Form of Opinion of Bond Counsel.

In rendering its opinion, Bond Counsel to the Issuer will rely upon (a) the Issuer's federal tax certificate and (b) covenants of the
Issuer with respect to arbitrage, the application of the proceeds to be received from the issuance and sale of the Bonds and certain
other matters. Failure of the Issuer to comply with these representations or covenants could cause the interest on the Bonds to
become includable in gross income retroactively to the date of issuance of the Bonds.
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The Code and the regulations promulgated thereunder contain a number of requirements that must be satisfied subsequent to the
issuance of the Bonds in order for interest on the Bonds to be, and to remain, excludable from gross income for federal income
tax purposes. Failure to comply with such requirements may cause interest on the Bonds to be included in gross income
retroactively to the date of issuance of the Bonds. The opinion of Bond Counsel to the Issuer is conditioned on compliance by the
Issuer with the covenants and the requirements described in the preceding paragraph, and Bond Counsel to the Issuer has not
been retained to monitor compliance with these requirements subsequent to the issuance of the Bonds.

Bond Counsel's opinion represents its legal judgment based upon its review of Existing Law and the reliance on the
aforementioned information, representations and covenants. Bond Counsel's opinion is not a guarantee of a result. The Existing
Law is subject to change by the Congress and to subsequent judicial and administrative interpretation by the courts and the
Department of the Treasury. There can be no assurance that such Existing Law or the interpretation thereof will not be changed
in a manner which would adversely affect the tax treatment of the purchase, ownership or disposition of the Bonds.

A ruling was not sought from the Internal Revenue Service by the Issuer with respect to the Bonds or the facilities financed or
refinanced with the proceeds of the Bonds. Bond Counsel’s opinion represents its legal judgment based upon its review of Existing
Law and the representations of the Issuer that it deems relevant to render such opinion and is not a guarantee of a result. No
assurances can be given as to whether the Internal Revenue Service will commence an audit of the Bonds, or as to whether the
Internal Revenue Service would agree with the opinion of Bond Counsel. If an audit is commenced, under current procedures the
Internal Revenue Service is likely to treat the Issuer as the taxpayer and the Bondholders may have no right to participate in such
procedure. No additional interest will be paid upon any determination of taxability.

Federal Income Tax Accounting Treatment of Original Issue Discount

The initial public offering price to be paid for one or more maturities of the Bonds may be less than the principal amount thereof or
one or more periods for the payment of interest on the Bonds may not be equal to the accrual period or be in excess of one year
(the "Original Issue Discount Bonds"). In such event, the difference between (i) the "stated redemption price at maturity" of each
Original Issue Discount Bond, and (ii) the initial offering price to the public of such Original Issue Discount Bond would constitute
original issue discount. The "stated redemption price at maturity" means the sum of all payments to be made on the Bonds less
the amount of all periodic interest payments. Periodic interest payments are payments which are made during equal accrual
periods (or during any unequal period if it is the initial or final period) and which are made during accrual periods which do not
exceed one year.

Under Existing Law, any owner who has purchased such Original Issue Discount Bond in the initial public offering is entitled to
exclude from gross income (as defined in section 61 of the Code) an amount of income with respect to such Original Issue Discount
Bond equal to that portion of the amount of such original issue discount allocable to the accrual period. For a discussion of certain
collateral federal tax consequences, see discussion set forth below.

In the event of the redemption, sale or other taxable disposition of such Original Issue Discount Bond prior to stated maturity,
however, the amount realized by such owner in excess of the basis of such Original Issue Discount Bond in the hands of such
owner (adjusted upward by the portion of the original issue discount allocable to the period for which such Original Issue Discount
Bond was held by such initial owner) is includable in gross income.

Under Existing Law, the original issue discount on each Original Issue Discount Bond is accrued daily to the stated maturity thereof
(in amounts calculated as described below for each six-month period ending on the date before the semiannual anniversary dates
of the date of the Bonds and ratably within each such six-month period) and the accrued amount is added to an initial owner's
basis for such Original Issue Discount Bond for purposes of determining the amount of gain or loss recognized by such owner
upon the redemption, sale or other disposition thereof. The amount to be added to basis for each accrual period is equal to (a)
the sum of the issue price and the amount of original issue discount accrued in prior periods multiplied by the yield to stated
maturity (determined on the basis of compounding at the close of each accrual period and properly adjusted for the length of the
accrual period) less (b) the amounts payable as current interest during such accrual period on such Original Issue Discount Bond.
The federal income tax consequences of the purchase, ownership, redemption, sale or other disposition of Original Issue Discount
Bonds which are not purchased in the initial offering at the initial offering price may be determined according to rules which differ
from those described above. All owners of Original Issue Discount Bonds should consult their own tax advisors with respect to
the determination for federal, state and local income tax purposes of the treatment of interest accrued upon redemption, sale or
other disposition of such Original Issue Discount Bonds and with respect to the federal, state, local and foreign tax consequences
of the purchase, ownership, redemption, sale or other disposition of such Original Issue Discount Bonds.

Collateral Federal Income Tax Consequences

The following discussion is a summary of certain collateral federal income tax consequences resulting from the purchase,
ownership or disposition of the Bonds. This discussion is based on Existing Law, which is subject to change or modification,
retroactively.

The following discussion is applicable to investors, other than those who are subject to special provisions of the Code, such as
financial institutions, property and casualty insurance companies, life insurance companies, individual recipients of Social Security
or Railroad Retirement benefits, individuals allowed an earned income credit, certain S corporations with Subchapter C earnings
and profits, foreign corporations subject to the branch profits tax, taxpayers qualifying for the health insurance premium assistance

16



credit, and taxpayers who may be deemed to have incurred or continued indebtedness to purchase tax-exempt obligations.

THE DISCUSSION CONTAINED HEREIN MAY NOT BE EXHAUSTIVE. INVESTORS, INCLUDING THOSE WHO ARE
SUBJECT TO SPECIAL PROVISIONS OF THE CODE, SHOULD CONSULT THEIR OWN TAX ADVISORS AS TO THE TAX
TREATMENT WHICH MAY BE ANTICIPATED TO RESULT FROM RECENTLY ENACTED LEGISLATION OR THE PURCHASE,
OWNERSHIP AND DISPOSITION OF TAX-EXEMPT OBLIGATIONS BEFORE DETERMINING WHETHER TO PURCHASE THE
BONDS.

Under section 6012 of the Code, holders of tax-exempt obligations, such as the Bonds, may be required to disclose interest
received or accrued during each taxable year on their returns of federal income taxation.

Section 1276 of the Code provides for ordinary income tax treatment of gain recognized upon the disposition of a tax-exempt
obligation, such as the Bonds, if such obligation was acquired at a "market discount" and if the fixed maturity of such obligation is
equal to, or exceeds, one year from the date of issue. Such treatment applies to "market discount Bonds" to the extent such gain
does not exceed the accrued market discount of such Bonds; although for this purpose, a de minimis amount of market discount
is ignored. A "market discount bond" is one which is acquired by the holder at a purchase price which is less than the stated
redemption price at maturity or, in the case of a bond issued at an original issue discount, the "revised issue price" (i.e., the issue
price plus accrued original issue discount). The "accrued market discount" is the amount which bears the same ratio to the market
discount as the number of days during which the holder holds the obligation bears to the number of days between the acquisition
date and the final maturity date.

State, Local and Foreign Taxes

Investors should consult their own tax advisors concerning the tax implications of the purchase, ownership or disposition of the
Bonds under applicable state or local laws. Foreign investors should also consult their own tax advisors regarding the tax
consequences unique to investors who are not United States persons.

Information Reporting and Backup Withholding

Subject to certain exceptions, information reports describing interest income, including original issue discount, with respect to the
Bonds will be sent to each registered holder and to the Internal Revenue Service. Payments of interest and principal may be
subject to backup withholding under section 3406 of the Code if a recipient of the payments fails to furnish to the payor such
owner's social security number or other taxpayer identification number ("TIN"), furnishes an incorrect TIN, or otherwise fails to
establish an exemption from the backup withholding tax. Any amounts so withheld would be allowed as a credit against the
recipient’s federal income tax. Special rules apply to partnerships, estates and trusts, and in certain circumstances, and in respect
of Non-U.S. Holders, certifications as to foreign status and other matters may be required to be provided by partners and
beneficiaries thereof.

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.

Qualified Tax-Exempt Obligations for Financial Institutions

Section 265(a) of the Code provides, in pertinent part, that interest paid or incurred by a taxpayer, including a "financial institution,"
on indebtedness incurred or continued to purchase or carry tax-exempt obligations is not deductible in determining the taxpayer<s
taxable income. Section 265(b) of the Code provides an exception to the disallowance of such deduction for any interest expense
paid or incurred on indebtedness of a taxpayer that is a "financial institution" allocable to tax-exempt obligations, other than "private
activity bonds," that are designated by a "qualified small issuer" as "qualified tax-exempt obligations." A "qualified small issuer" is
any governmental issuer (together with any "on-behalf of" and "subordinate" issuers) who issues no more than $10,000,000 of
tax-exempt obligations during the calendar year. Section 265(b)(5) of the Code defines the term "financial institution" as any
"bank" described in section 585(a)(2) of the Code, or any person accepting deposits from the public in the ordinary course of such
person's trade or business that is subject to federal or state supervision as a financial institution. Notwithstanding the exception to
the disallowance of the deduction of interest on indebtedness related to "qualified tax-exempt obligations" provided by section
265(b) of the Code, section 291 of the Code provides that the allowable deduction to a "bank," as defined in section 585(a)(2) of
the Code, for interest on indebtedness incurred or continued to purchase "qualified tax-exempt obligations" shall be reduced by
twenty-percent (20%) as a "financial institution preference item."

The Issuer has designated the Bonds as "qualified tax-exempt obligations" within the meaning of section 265(b) of the Code. In
furtherance of that designation, the Issuer covenants to take such action that would assure, or to refrain from such action that
would adversely affect, the treatment of the Bonds as "qualified tax-exempt obligations." Potential purchasers should be aware
that if the issue price to the public exceeds $10,000,000, there is a reasonable basis to conclude that the payment of a
de minimis amount of premium in excess of $10,000,000 is disregarded; however the Internal Revenue Service could
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take a contrary view. If the Internal Revenue Service takes the position that the amount of such premium is not
disregarded, then such obligations might fail to satisfy the $10,000,000 limitation and the Bonds would not be "qualified
tax-exempt obligations."

LEGAL MATTERS

The City will furnish a complete transcript of proceedings incident to the authorization and issuance of the Bonds, including the
unqualified approving legal opinion of the Attorney General of the State to the effect that the Bonds are valid and legally obligations
of the City, and based upon examination of such transcript of proceedings, the approving legal opinion of Bond Counsel, in
substantially the form attached hereto as Appendix C.

The customary closing papers, including a certificate of the City to the effect that no litigation of any nature has been filed or is
then pending to restrain the issuance and delivery of the Bonds, or which would affect the provisions made for their payment or
security, or in any manner questioning the validity of said Bonds, will also be furnished. In connection with the issuance of the
Bonds, Bond Counsel has been engaged by and only represents the City. Except as noted below, Bond Counsel was not
requested to participate, and did not take part, in the preparation of the Official Statement, and such firm has not assumed any
responsibility with respect hereto 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 captions or subcaptions “PLAN OF
FINANCING FOR THE BONDS - Refunded Obligations,” “THE BONDS” (except under the subcaption “Payment Record” and
“Default and Remedies”) "REGISTRATION, TRANSFER AND EXCHANGE," "TAX MATTERS," "CONTINUING DISCLOSURE
OF INFORMATION (except under the subcaption "Compliance with Prior Agreements"), “LEGAL MATTERS” except the last
sentences of the second paragraph thereof as to which no opinion is expressed, and the subcaptions “Registration and
Qualification of Bonds for Sale” and "Legal Investments and Eligibility to Secure Public Funds in Texas" under the caption "OTHER
PERTINENT INFORMATION", and such firm is of the opinion that the information relating to the Bonds and legal matters contained
in the Official Statement under such captions and subcaptions is an accurate and fair description of the laws and legal issues
addressed therein and, with respect to the Bonds, such information conforms to the Ordinance. The legal fee to be paid Bond
Counsel for services rendered in connection with the issuance of the Bonds is contingent on the sale and delivery of the Bonds.
The legal opinion will accompany the Bonds deposited with DTC or will be printed on the Bonds in the event of the discontinuance
of the Book-Entry-Only System. Certain legal matters will be passed upon for the Underwriter by its counsel, Orrick, Herrington
& Sutcliffe LLP, Austin, Texas. The legal fee to be paid to such counsel is contingent on the sale and delivery of the Bonds.

The various legal opinions to be delivered concurrently with the delivery of the Bonds express the professional judgment of the
attorneys rendering the opinion as to the legal issues explicitly addressed therein. In rendering a legal opinion, the attorney does
not become an insurer or guarantor of that expression of professional judgment, of the transaction opined upon, or of the future
performance of the parties to the transaction. Nor does the rendering of an opinion guarantee the outcome of any legal dispute
that may arise out of the transaction.

CONTINUING DISCLOSURE OF INFORMATION

The City is exempt from certain of the continuing disclosure obligations set forth in the United States Securities and Exchange
Commission Rule 15¢2-12, as amended (the “Rule”), pursuant to the exemption under subsection (d)(2), which applies to certain
small issuers such as the City who are not an “obligated person” (as defined in the Rule) responsible for the repayment of municipal
securities outstanding (including the Bonds) in an aggregate principal amount exceeding $10,000,000. This exception allows the
City to not file annual updates to all financial and operating data that is included in this Official Statement.

In the Ordinance, the City has made the following agreement for the benefit of the holders and Beneficial Owners of the Bonds.
The City is required to observe the agreement for so long as it remains obligated to advance funds to pay the Bonds. Under the
agreement, the City will be obligated to annually provide certain updated financial information and operating data that is customarily
prepared by the City and that is publicly available; such information to be provided is the City’s comprehensive annual financial
report. The City will also file timely notice of specified events to the Municipal Securities Rulemaking Board (the “MSRB”). The
information provided to the MSRB will be available to the public free of charge via the Electronic Municipal Markets Access system
(“EMMA”) through an internet website accessible at www.emma.msrb.org. Such information may also be obtained from the City
at: City of Electra; 101 N. Main; Electra, TX 76360; Attn: City Administrator; (940) 495-2146.

Annual Reports

The City will provide certain updated financial information and operating data to the MSRB on an annual basis in an electronic
format that is prescribed by the MSRB and available via the EMMA system. The information to be updated is the City's Annual
Audited Financial Report. The City will update and provide this information within twelve months after the end of each fiscal year.
Any such financial statements will be prepared in accordance with the accounting principles described in Appendix D or such other
accounting principles as the City may be required to employ from time to time pursuant to State law or regulation. The financial
information and operating data to be provided may be set forth in full in one or more documents or may be included by specific
reference to any document available to the public on the MSRB’s Internet Web site identified above or filed with the SEC', as
permitted by SEC Rule 15¢2-12 (the "Rule").

The City’s current fiscal year end is September 30. Accordingly, the City must provide updated information by the last day of
September in each year following the end of its fiscal year, unless the City changes its fiscal year. If the City changes its fiscal
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year, it will notify the MSRB of the change prior to the next date by which the City otherwise would be required to provide financial
information and operating data.

Event Notices

The City will also provide to the MSRB notices of certain events on a timely basis no later than 10 business days after the event.
The City will provide notice of any of the following events with respect to the Bonds: (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 City; (13) the consummation of a merger, consolidation, or acquisition involving the City or the sale of all or
substantially all of the assets of the City, other than in the ordinary course of business, the entry into of 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 the trustee, if material, (15) incurrence
of a Financial Obligation of the City, if material, or agreement to covenants, events of default, remedies, priority rights, or other
similar terms of a Financial Obligation of the City, 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 a Financial Obligation of the City,
any of which reflect financial difficulties. Neither the Bonds nor the continuing disclosure agreement make any provision for liquidity
enhancement, the funding of debt service reserves or the appointment of a trustee. In addition, the City will provide timely notice
of any failure by the City to provide annual financial information, data or financial statements in accordance with its agreement
described above under "Annual Reports." The City will provide each notice described in this paragraph to the MSRB in an
electronic format, as prescribed by the MSRB.

For these purposes, (A) any event described in the subsection (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 City 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 City, 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 City, and (B) as
used in subsections (15) and (16), “Financial Obligation” means a (i) debt obligation, (ii) derivative instrument entered into in
connection with, or pledged as security or a source of payment for, an existing or planned debt obligation, or (iii) guarantee of a
debt obligation or any such derivative instrument; provided that “financial obligation” shall not include municipal securities as to
which a final official statement (as defined in SEC Rule 15c2-12, the “Rule”) has been provided to the MSRB consistent with the
Rule.

Availability of Information

In connection with its continuing disclosure agreements entered into with respect to the Bonds, the City will file all required
information and documentation with the MSRB in electronic format with identifying information 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.

The financial information and operating data to be provided may be set forth in full in one or more documents or may be included
by specific reference to any document (including an official statement or other offering document), if it is available to the public on
the MSRB'’s Internet website or has been filed with the SEC.

Limitations and Amendments

The City has agreed to update information and to provide notices of events only as described above. The City 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 City makes no representation
or warranty concerning such information or concerning its usefulness to a decision to invest in or sell Bonds at any future date.
The City 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 or beneficial owners of Bonds may
seek a writ of mandamus to compel the City to comply with its agreement.

The City may amend its continuing disclosure agreements 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 City, 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 the Rule, taking into account any amendments or interpretations of the Rule since such offering 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 Ordinance that authorize such an amendment) of the outstanding Bonds
subject to the proposed amendment, as the case may be, consent to such amendment or (b) a person that is unaffiliated with the
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City (such as nationally recognized Bond Counsel) determines that such amendment will not materially impair the interest of the
registered owners and beneficial owners of the Bonds subject to the proposed amendment. The City may also amend or repeal
the provisions of its continuing disclosure agreements if the SEC amends or repeals the applicable provision of the Rule or a court
of final jurisdiction enters judgment that such provisions of the Rule are invalid, but only if and to the extent that the provisions of
this sentence would not prevent an underwriter from lawfully purchasing or selling Bonds in the primary offering of the Bonds. If
the City amends its agreements, it must include with the next financial information and operating data provided in accordance with
its agreements described above under “Annual Reports” an explanation, in narrative form, of the reasons for the amendment and
of the impact of any change in the type of information and data provided.

Compliance with Prior Agreements

The City has not previously entered into a continuing disclosure agreement pursuant to the Rule.

OTHER PERTINENT INFORMATION
Registration and Qualification of Bonds for Sale

The sale of the Bonds has not been registered under the Securities Act of 1933, as amended, in reliance upon the exemption
provided thereunder by Section 3(a)(2); and the Bonds have not been qualified under the Securities Act of Texas in reliance upon
various exemptions contained therein; nor have the Bonds been qualified under the securities acts of any jurisdiction. The City
assumes no responsibility for qualification of the Bonds under the securities laws of any jurisdiction in which the Bonds may be
sold, assigned, pledged, hypothecated or otherwise transferred. This disclaimer of responsibility for 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 provisions.

Litigation

In the opinion of the City officials, the Issuer 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 City, would
have a material adverse effect on the financial condition of the City.

Legal Investments and Eligibility to Secure Public Funds in Texas

Section 1201.041 of the Public Security Procedures Act (Chapter 1201, Government Code, as amended) provides that the Bonds
are negotiable instruments, investment securities governed by Chapter 8, Texas Business and Commerce Code, as amended,
and are authorized investments for insurance companies, fiduciaries, and trustees, and for the sinking funds of municipalities or
other political subdivisions or public agencies of the State. With respect to investment in the Bonds by municipalities or other
political subdivisions or public agencies of the State, the PFIA, requires that the Bonds be assigned a rating of not less than “A”
or its equivalent as to investment quality by a national rating agency. See “OTHER PERTINENT INFORMATION — Rating” herein.
In 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 capital of one million dollars or more, and savings and loan
associations. The Bonds are eligible to secure deposits of any public funds of the State, its agencies, and its political subdivisions,
and are legal security for those deposits to the extent of their fair market value. No review has been made of the laws in other
states to determine whether the Bonds are legal investments for various institutions in those states.

No representation is made that the Bonds will be acceptable to public entities to secure their deposits or acceptable to such
institutions for investment purposes. The City has made no investigation of other laws, rules, regulations or investment criteria
which might apply to any such persons or entities or which might otherwise limit the suitability of the Bonds for any of the foregoing
purposes or limit the authority of such persons or entities to purchase or invest in the Bonds for such purposes.

Rating

S&P Global Ratings, (“S&P”) will assign its credit rating of “AA” to the Bonds, at the time of delivery of the Bonds, based upon a
municipal bond insurance policy to be issued by Build America Mutual Assurance Company.

Financial Advisor

Hilltop Securities, Inc. is employed as a Financial Advisor to the City in connection with the issuance of the Bonds. In this capacity,
the Financial Advisor has compiled certain data relating to the Bonds and has assisted in drafting this Official Statement. The
Financial Advisor has not independently verified any of the data contained herein or conducted a detailed investigation of the
affairs of the City to determine the accuracy or completeness of this Official Statement. Because of its limited participation, the
Financial Advisor assumes no responsibility for the accuracy or completeness of any of the information contained herein. The
fees for the Financial Advisor are contingent upon the issuance, sale and delivery of the Bonds.
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Underwriting

The Underwriter has agreed, subject to certain conditions to purchase the Bonds from the Issuer at a price of $2,651,709.05
(representing the par amount of the Bonds of $2,425,000.00, plus an original issue premium of $252,629.30, less an Underwriter's
discount of $25,920.25), plus accrued interest on the Bonds from the Dated Date to the date of initial delivery of the Bonds.

The Underwriter’s obligation is subject to certain conditions precedent. The Bonds may be offered and sold to certain dealers and
others at prices lower than such public offering prices, and such public prices may be changed, from time to time, by the
Underwriter.

The Underwriter has provided the following statement for inclusion in this Official Statement. The Underwriter has reviewed the
information in this Official Statement pursuant to its responsibilities to investors under the federal securities laws, but the
Underwriter does not guarantee the accuracy or completeness of such information.

Audited Financial Statements

MWH Group, P.C., the City’s independent auditor, has not reviewed, commented on, or approved, and is not associated with, this
Official Statement. Excerpts from the report of MWH Group, P.C. relating to City’s financial statements for the fiscal year ended
September 30, 2018 are included in this Official Statement in Appendix D; however, MWH Group, P.C. has not performed any
procedures on such financial statements since the date of such report, and has not performed any procedures on any other
financial information of the City, including without limitation any of the information contained in this Official Statement.

Forward-Looking Statements Disclaimer

The statements contained in this Official Statement, and in any other information provided by the City, that are not purely historical,
are forward-looking statements, including statements regarding the City's expectations, hopes, intentions, or strategies regarding
the future. Readers should not place undue reliance on forward-looking statements. All forward-looking statements included in
this Official Statement are based on information available to the City on the date hereof, and the City assumes no obligation to
update any such forward-looking statements. The City's actual results could differ materially from those discussed in such forward-
looking statements.

The forward-looking statements included herein are necessarily based on various assumptions and estimates and are inherently
subject to various risks and uncertainties, including risks and uncertainties relating to the possible invalidity of the underlying
assumptions and estimates and possible changes or developments in social, economic, business, industry, market, legal, and
regulatory circumstances and conditions and actions taken or omitted to be taken by third parties, including customers, suppliers,
business partners and competitors, and legislative, judicial, and other governmental authorities and officials.

Assumptions related to the foregoing involve judgments with respect to, among other things, future economic, competitive, and
market conditions and future business decisions, all of which are difficult or impossible to predict accurately and many of which
are beyond the control of the City. Any of such assumptions could be inaccurate and, therefore, there can be no assurance that
the forward-looking statements included in this Official Statement will prove to be accurate.

CONCLUDING STATEMENT

The financial data and other information contained in this Official Statement have been obtained from the City’s records, audited
financial statements and other sources which are believed to be reliable. There is no guarantee that any of the assumptions or
estimates contained herein will be realized. All of the summaries of the statutes, documents and ordinance contained in this
Official Statement are made subject to all of the provisions of such statues, documents and ordinance. These summaries do not
purport to be complete statements of such provisions and reference is made to such documents for further information. Reference
is made to original documents in all respects.

In the Bond Ordinance, the City Commission authorized the Pricing Officer to approve, for and on behalf of the City, (i) the form
and content of this Official Statement, and any addenda, supplement or amendment thereto, and (ii) the Underwriter’s use of this
Official Statement in connection with the public offering and the sale of the Bonds in accordance with the Rule.

This Official Statement has been approved by the City Commission of the Issuer for distribution in accordance with the provisions
of the Securities and Exchange Commission’s rule codified at 17 C.F.R. Section 240.15c2-12.

CITY OF ELECTRA, TEXAS

Steve Bowlin
Pricing Officer
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SCHEDULE |
SCHEDULE OF REFUNDED OBLIGATIONS

Combination Tax and Revenue Certificates of Obligation, Series 2006
Date of Redemption: 1/15/20

Original Amount
Maturity Principal Interest to be Unrefunded
February 1 Amount Rate Refunded Amount
2020 $ 50,000 4.250% $ 50,000 $
2021 55,000 4.250% 55,000
2022 55,000 4.250% 55,000
2023 60,000 4.250% 60,000
2024 60,000 4.250% 60,000
2025 65,000 4.250% 65,000
2026 65,000 4.250% 65,000
2027 70,000 4.250% 70,000
2028 70,000 4.250% 70,000
2029 75,000 4.250% 75,000
2030 80,000 4.250% 80,000
2031 80,000 4.250% 80,000
2032 85,000 4.250% 85,000
2033 90,000 4.250% 90,000
2034 95,000 4.250% 95,000
2035 95,000 4.250% 95,000
2036 100,000 4.250% 100,000
2037 105,000 4.250% 105,000
2038 110,000 4.250% 110,000
2039 115,000 4.250% 115,000
2040 120,000 4.250% 120,000
2041 125,000 4.250% 125,000
2042 130,000 4.250% 130,000
2043 135,000 4.250% 135,000
2044 140,000 4.250% 140,000
2045 145,000 4.250% 145,000
2046 155,000 4.250% 155,000
$ 2,530,000 $ 2,530,000 $ -

TOTAL AMOUNT OF REFUNDED OBLIGATIONS: $2,530,000.00

22



THIS PAGE INTENTIONALLY LEFT BLANK



APPENDIX A

FINANCIAL INFORMATION OF THE ISSUER

(This appendix contains quantitative financial information and operating data with respect to the Issuer. The information
is only a partial representation and does not purport to be complete. For further and more complete information,
reference should be made to the original documents, which can be obtained from various sources, as noted.)
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FINANCIAL INFORMATION OF THE CITY OF ELECTRA

ASSESSED VALUATION TABLE 1
2019 Actual Market Value of Taxable Property 96,269,434
Less:
Exempt Property  (Ag Value lost & Homestead Cap loss) 716,722
Total Assessed Valuation 95,552,712
Less Exemptions:
Disabled Veteran 640,901
Abatements -
Over 65 and disabled (local option) 1,755,970
Disabled Persons Local Option -
Homestead -
Prorated Exempt Property Property  (other exemptions) 30,480,389
32,877,260
2019 Net Taxable Value ) $ 63,392,174
@ See "AD VALOREM TAXATION" in the Official Statement for a description of the Issuer’s taxation procedures.
Source: Wichita County Appraisal District
GENERAL OBLIGATION BONDED DEBT TABLE 2
General Obligation Debt Outstanding:
Combination Tax & Revenue Certificates of Obligation, Series 2006 2,530,000
General Obligation Refunding Bonds, Series 2014A 1,330,000
General Obligation Refunding Bonds, Taxable Series 2014B 240,000
General Obligation Refunding Bonds, Series 2019 (The Bonds) 2,425,000
Refunded Obligations (see Schedule 1) (2,530,000)
Total Gross General Obligation Debt: 3,995,000
Less Self-Supporting General Obligation Debt:
Combination Tax & Revenue Certificates of Obligation, Series 2006 (75%) 1,897,500
Total Self-Supporting General Obligation Debt 1,897,500
Total Net General Obligation Debt Outstanding: 2,097,500
Population: 1990 - 3,113; 2000 - 3,168; 2010 - 2,791; 2018 Estimate 2,706
Per Capita 2019 Net Taxable Valuation - 23,427
Per Capita Gross General Obligation Debt - 1,476
Per Capita Net General Obligation Debt - 775
Ratio of Gross General Obligation Debt to Net Taxable Value 6.30%
Ratio of Net General Obligation Debt to Net Taxable Value 3.31%
@ See "AD VALOREM TAXATION" in the Official Statement description of the Issuer’s taxation procedures.
OTHER OBLIGATIONS - CAPITAL LEASES AND NOTES PAYABLE TABLE 3
The following is a schedule of future minimum capital lease payments for the City as of September 30, 2019
Original Principal Annual Final
Payee & Description Principal Outstanding Payments Due Date
American National Leasing Co. $ 27,801 $ 27,801 10,113 March 2023
American National Leasing Co. 28,408 28,408 10,334 March 2023
American National Leasing Co. 28,408 28,408 10,334 March 2023
Government Capital Corp. 110,000 50,043 13,368 September 2024
Kyocera State of TX Dicpo 4428 5,122 86 86 December 2019
Kyocera State of TX Dicpo 4428 7,123 237 237 January 2020
American National Leasing Co. 5,965 5,965 2,164 May 2022
American National Leasing Co. 19,266 19,266 3,025 May 2022

Source: City of Electra



GENERAL OBLIGATION DEBT SERVICE REQUIREMENTS TABLE 4
The Bonds Less: Self- Net General
Fisc Year  Current Total Refunded Combined Supporting Obligation
30-Sep Debt Service Obligations Principal Interest Total Debt Service @ Debt Debt Service
2020 $ 490,279 $ (156,463) $ 95,000 $ 58,994 153,994 $ 487,811 $ 119,900 $ 367,911
2021 495,806 (159,231) 55,000 92,100 147,100 483,675 118,200 365,475
2022 486,086 (156,894) 55,000 89,900 144,900 474,092 116,500 357,592
2023 491,119 (159,450) 60,000 87,600 147,600 479,269 119,694 359,575
2024 490,826 (156,900) 60,000 85,200 145,200 479,126 117,781 361,345
2025 159,244 (159,244) 65,000 82,700 147,700 147,700 120,763 26,937
2026 156,481 (156,481) 65,000 80,100 145,100 145,100 118,638 26,462
2027 158,613 (158,613) 65,000 77,500 142,500 142,501 116,513 25,988
2028 155,638 (155,638) 65,000 74,900 139,900 139,901 119,281 20,620
2029 157,556 (157,556) 70,000 72,200 142,200 142,200 116,944 25,256
2030 159,263 (159,263) 75,000 69,300 144,300 144,301 119,500 24,801
2031 155,863 (155,863) 75,000 66,300 141,300 141,301 116,950 24,351
2032 157,356 (157,356) 80,000 63,200 143,200 143,200 119,294 23,906
2033 158,638 (158,638) 85,000 59,900 144,900 144,901 116,531 28,370
2034 159,706 (159,706) 90,000 56,400 146,400 146,400 118,663 27,737
2035 155,669 (155,669) 90,000 52,800 142,800 142,800 115,688 27,112
2036 156,525 (156,525) 95,000 49,100 144,100 144,100 117,606 26,494
2037 157,169 (157,169) 100,000 45,200 145,200 145,200 119,313 25,887
2038 157,600 (157,600) 105,000 41,100 146,100 146,100 120,806 25,294
2039 157,819 (157,819) 105,000 36,900 141,900 141,900 117,194 24,706
2040 157,825 (157,825) 110,000 32,600 142,600 142,600 118,475 24,125
2041 157,619 (157,619) 115,000 28,100 143,100 143,100 119,544 23,556
2042 157,200 (157,200) 120,000 23,400 143,400 143,400 120,400 23,000
2043 156,569 (156,569) 125,000 18,500 143,500 143,500 116,150 27,350
2044 155,725 (155,725) 130,000 13,400 143,400 143,400 116,794 26,606
2045 154,669 (154,669) 130,000 8,200 138,200 138,200 117,225 20,975
2046 158,294 (158,294) 140,000 2,800 142,800 142,800 117,444 25,356
$ 5,915,157 $ (4,249,975) $ 2,425,000 $ 1,468,394 $ 3,893,394 $ 5,558,576 $ 3,191,791 $ 2,366,785

@ Jncludes general obligation self-supporting debt.

TAX ADEQUACY (Excludes Self-Supporting Debt) TABLES5 A

2019 Assessed Valuation available for General Obligation Debt. $ 63,392,174

Maximum Annual Debt Service Requirements (Fiscal Year Ending 2029) @ $ 367,911

Indicated Maximum Interest and Sinking Fund Tax Rate at 98% Collections $ 0.592217

@ Excludes general obligation self-supporting debt and the Refunded Obligations. Includes the Bonds.

Note: The above computation is exclusive of investment earnings, delinquent tax collections and penalties and interest on delinquent tax collections.

TAX ADEQUACY Includes Self-Supporting Debt) TABLES5B

2019 Assessed Valuation available for General Obligation Debt. $ 63,392,174
Maximum Annual Debt Service Requirements(Fiscal Year Ending 2029) @ $ 487,811
Indicated Maximum Interest and Sinking Fund Tax Rate at 98% Collections $ 0.785217

@ Includes general obligation self-supporting debt and the Bonds. Excludes the Refunded Obligations.
Note: The above computation is exclusive of investment earnings, delinquent tax collections and penalties and interest on delinquent tax collections.



GENERAL OBLIGATION PRINCIPAL REPAYMENT SCHEDULE TABLE 6

Bonds Percent of
Fiscal Year Outstanding Refunded The Unpaid at Principal
Ending 9/30 Bonds Obligations Bonds Total End of Year Retired (%)
2020 $ 350,000 $ (50,000) $ 95,000 $ 395,000 $ 3,600,000 9.89%
2021 365,000 (55,000) 55,000 365,000 3,235,000 19.02%
2022 365,000 (55,000) 55,000 365,000 2,870,000 28.16%
2023 380,000 (60,000) 60,000 380,000 2,490,000 37.67%
2024 390,000 (60,000) 60,000 390,000 2,100,000 47.43%
2025 65,000 (65,000) 65,000 65,000 2,035,000 49.06%
2026 65,000 (65,000) 65,000 65,000 1,970,000 50.69%
2027 70,000 (70,000) 65,000 65,000 1,905,000 52.32%
2028 70,000 (70,000) 65,000 65,000 1,840,000 53.94%
2029 75,000 (75,000) 70,000 70,000 1,770,000 55.69%
2030 80,000 (80,000) 75,000 75,000 1,695,000 57.57%
2031 80,000 (80,000) 75,000 75,000 1,620,000 59.45%
2032 85,000 (85,000) 80,000 80,000 1,540,000 61.45%
2033 90,000 (90,000) 85,000 85,000 1,455,000 63.58%
2034 95,000 (95,000) 90,000 90,000 1,365,000 65.83%
2035 95,000 (95,000) 90,000 90,000 1,275,000 68.09%
2036 100,000 (100,000) 95,000 95,000 1,180,000 70.46%
2037 105,000 (105,000) 100,000 100,000 1,080,000 72.97%
2038 110,000 (110,000) 105,000 105,000 975,000 75.59%
2039 115,000 (115,000) 105,000 105,000 870,000 78.22%
2040 120,000 (120,000) 110,000 110,000 760,000 80.98%
2041 125,000 (125,000) 115,000 115,000 645,000 83.85%
2042 130,000 (130,000) 120,000 120,000 525,000 86.86%
2043 135,000 (135,000) 125,000 125,000 400,000 89.99%
2044 140,000 (140,000) 130,000 130,000 270,000 93.24%
2045 145,000 (145,000) 130,000 130,000 140,000 96.50%
2046 155,000 (155,000) 140,000 140,000 - 100.00%

$ 4,100,000 $ (2,530,000) $ 2,425,000 $ 3,995,000

(Remainder of page intentionally left blank.)



TAXABLE ASSESSED VALUATION FOR TAX YEARS 2015-2019 TABLE 7
Net Taxable Change From Preceding Year
Year Valuation Amount ($) Percent
2015 83,211,021 (2,442,417) (2.85%)
2016 77,261,262 (5,949,759) (7.15%)
2017 61,704,998 @  (15,556,264) (20.13%)
2018 61,823,731 118,733 0.19%
2019 62,675,452 851,721 1.38%
@ One of the City's largest taxpayers closed operations in 2016.
Source: City of Electra and Wichita County Appraisal District.
ASSESSED VALUATION AND EXEMPTION HISTORY TABLE 8
2019 2018 2017 2016 2015
Total Market Value: 96,269,434 94,134,852 87,991,899 102,579,558 106,441,469
Less: Homestead Cap: 348,009 241,355 315,587 100,901 120,714
Exempt Property:
Productivity Loss: 368,713 379,908 382,607 296,814 296,584
716,722 621,263 698,194 397,715 417,298
Less Exemptions:
Homestead: - - - - -
Over 65 Local Option: 1,755,970 1,725,584 1,666,781 1,662,634 1,649,520
Disabled Persons Local Option: - - - - -
Disabled Veterans: 640,901 770,739 665,622 689,806 722,563
Misc Personal Property: 20,983 32,306 32,598 - -
Other: 30,459,406 29,161,229 23,223,706 22,568,141 20,441,067
32,877,260 31,689,858 25,588,707 24,920,581 22,813,150
Net Taxable Valuation 62,675,452 61,823,731 61,704,998 77,261,262 83,211,021

Source: City of Electra and Wichita County Appraisal District.




PRINCIPAL TAXPAYERS

TABLE 9

2019 Net Taxable

% of Total 2019

Name Type of Business Valuation Valuation
Layline Field Services LLC Oil & Gas $ 2,834,466 4.52%
Burlington Northern & Santa Fe Railroad Railroad 1,904,592 3.04%
Electra Telephone Co Telephone 1,238,700 1.98%
NATCO Manufacturing 1,205,907 1.92%
Oncor Electric Delivery Utility Co 1,018,050 1.62%
Atmos Energy MID TX Dist Utility Co 916,510 1.46%
WM 41 Electra RE LLC Nursing Home 735,000 1.17%
Flusche Supply Inc Oilfield Supply 568,038 0.91%
Nason Samuel B 11l Oil & gas Operator 549,873 0.88%
High Five Capital LP Convenience Store 492,330 0.79%
Total $ 11.463,466 18.29%
Based on a 2019 Net Taxable Valuation of $ 62,675,452
Source: Wichita County Appraisal District
PROPERTY TAX RATES AND COLLECTIONS (a) TABLE 10
Tax Net Taxable Tax Tax % Collections Fiscal Year
Year Valuation Rate Levy Current Total Ended
2015 $ 83,211,021 $ 0.6492 $ 540,206 98.71% 98.71% 9/30/2016
2016 77,261,262 0.6995 540,443 98.12% 98.12% 9/30/2017
2017 61,704,998 0.6995 431,626 96.46% 96.46% 9/30/2018
2018 61,823,731 0.6970 430,936 94.04% 94.04% 9/30/2019
2019 62,675,452 0.6970 436,860 (In the process of collection.) 9/30/2020

@ sSee "AD VALOREM TAX PROCEDURES - Levy and Collection of Taxes" in the body of the Official Statement for a complete discussion

of the City's provisions.

Source: City of Electra

TAX RATE DISTRIBUTION TABLE 11
2019/2020 2018/2019 2017/2018 2016/2017 2015/2016
General Fund $ 0.3485 $ 0.3485 $ 0.3491 $ 0.3491 $ 0.3238
1 & S Fund 0.3485 0.3485 0.3504 0.3504 0.3254
TOTAL $ 0.6970 $ 0.6970 $ 0.6995 $ 0.6995 $ 0.6492

Sources: City of Electra.



MUNICIPAL SALES TAX

TABLE 12

The City collects the maximum amount of sales tax available by state law, which is two percent (2%). Net collections for the

City's sales tax and the sales tax for each purpose are shown below.

Fiscal Total 2% 1.00% 0.50% 0.25% 0.25%
Year End Collected General Fund Crime control EDC Street Maint.
2014 $ 630,182 $ 315,091 $ 157,545 $ 78,773 $ 78,773
2015 418,599 209,300 104,650 52,325 52,325
2016 356,398 178,199 89,099 44,550 44,550
2017 377,559 188,779 94,390 47,195 47,195
2018 399,862 199,931 99,965 49,983 49,983
2019 327,251 * 163,626 81,813 40,906 40,906

* Through October 2019

Source: State Comptroller's Office of the State of Texas and information from the Issuer.

OVERLAPPING DEBT DATA AND INFORMATION TABLE 13
Principal % Amount
Taxing Body Outstanding As of Overlapping Overlapping
Electra ISD $ 10,805,000 10/31/2019 41.06% $ 4,436,533
Wichita County 65,750,500 10/31/2019 1.04% 683,805

Total Gross Overlapping Debt $ 76,555,500 $ 5,120,338
City of Electra $ 3,995,000 @ 100.00% 3,995,000

Total Direct and Overlapping Debt $ 9,115,338
Ratio of Direct and Overlapping Debt to 2019 Net Assessed Valuation 14.38%
Ratio of Direct and Overlapping Debt to 2019 Actual Value 9.47%
Per Capita Direct and Overlapping Debt $ 0.14

The Issuer's Net General Obligation Debt is $ 2,097,500
Calculations on the basis of Net General Obligation Debt would change the above figures as follows:

Total Direct and Overlapping Debt $ 7,217,838
Ratio of Direct and Overlapping Debt to 2019 Net Assessed Valuation 11.39%
Ratio of Direct and Overlapping Debt to 2019 Actual Value 7.50%
Per Capita Direct and Overlapping Debt $ 2,667.35

@ ncludes the Bonds and excludes the Refunded Obligations. (See "TABLE 2" herein.)

Source: City of Electra and Texas Municipal Report published by the Municipal Advisory Council of Texas.
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ASSESSED VALUATION AND TAX RATE OF OVERLAPPING ENTITIES TABLE 14
2019 2019
Governmental Entity Valuation Tax Rate
Electra ISD $ 180,475,138 % 1.4483
Wichita County 7,173,356,997 0.6718
Source: Wichita County Apprasial District.
GENERAL FUND COMPARATIVE STATEMENT OF REVENUES AND EXPENDITURES
AND ANALYSIS OF CHANGES IN FUND BALANCES TABLE 16
Fiscal Year Ending September 30
2019~ 2018 2017 2016 2015
Fund Balance - Beginning of Year $ 418,753 $ 257,625 $ 146,581 $ (139,261) $ (174,769)
Revenues:
Taxes (Property and Sales) $ 558,737 $ 560,980 $ 598,196 $ 565,142 $ 695,494
Revenue from use of property 32,239 27,910 17,751 12,767 121,597
Licenses and Permits 11,304 13,784 8,388 4,779 6,649
Intergovernmental 80,460 34,244 38,800 41,995 82,027
Charges for services 10,388 12,516 13,515 18,505 15,110
Fines & Fees 28,275 30,589 40,348 29,190 27,931
Contributions 34,569 56,812 100,746 30,065 29,695
Miscellaneous 43,890 165,197 12,830 12,028 24,976
Total Revenues $ 799,862 $ 902,032 $ 830,574 $ 714,471 $ 1,003,479
Expenditures:
General Government $ 456,821 $ 355,779 $ 322,859 $ 308,168 $ 326,157
Judicial 65,833 46,536 36,509 46,396 90,365
Police 799,755 683,722 671,335 660,089 815,147
Fire Protection 43,776 53,049 35,002 45,438 142,884
Parks and recreation 9,464 6,662 2,868 2,438 2,616
Economic development - - - 7 1,496
Library 99,267 92,793 89,311 90,796 93,681
Street Department 311,941 258,376 268,788 307,809 345,199
Animal control department 53,935 41,757 38,833 43,310 22,747
Senior citizens center 106,904 129,495 99,116 104,536 129,387
Ambulance service 36,000 33,000 36,000 57,923 36,000
Tax department 10,523 12,250 10,613 8,903 9,358
Golf course 36,965 36,112 35,950 35,965 35,618
Swimming pool 53,318 47,135 45,305 42,193 39,939
Cemetery 849 10,934 60,450 247 1,807
Code compliance 4,038 18,372 20,953 9,849 84,959
Main Street - - - 344 48,317
Debt Service Principal 32,758 56,143 54,742 53,217 54,569
Debt Service Interest 6,512 8,054 7,896 11,001 9,649
Total Expenditures $ 2,128,659 $ 1,890,169 $ 1,836,530 $ 1,828,629 $ 2,289,895
Other Sources (Uses)
Excess (Deficit) of Revenues
Over Expenditures $ (1,328,797) $ (988,137) $ (1,005,956) $ (1,114,158) $ (1,286,416)
Other Financing Sources (Uses)
Proceeds from sale of assets $ 84,732 $ 19,265 $ - $ - $ 206,924
Operating Transfers In / out® $ 1,060,000 1,130,000 1,117,000 1,400,000 1,115,000
Prior Period Adjustment - - - - -
Fund Balance - End of Year $ 234,688 $ 418,753 $ 257,625 $ 146,581 $  (139,261)
* Unaudited

@ Represents annual transfer from municipal utilities. A7



FUND BALANCES

TABLE 17

(As of September 30, 2019)

General Obligation Bond Interest and Sinking Funds
General Operating Fund

Source: City of Electra

518,461
185,167
703,628

OUTSTANDING REVENUE BONDS TABLE 18
None
UTILITY SYSTEM OPERATING STATEMENT TABLE 19
Fiscal Year Ending September 30
2019 2018 2017 2016 2015
Revenues $ 4,234,122 $ 4,403,542 $ 4,299,055 $ 4,507,991 $ 4,525,309
Expenses 4,194,034 4,316,478 4,200,474 4,342,879 4,443,291
Net Revenue Available for Debt Service $ 40,088 $ 87,064 $ 98,581 $ 165,111 $ 82,018
Annual Debt Service Requirements $ - $ - 8% - $ - $ -
Source: The Issuer's Financial Statements; expenses are exclusive of depreciation expense.
Customer Count: 2019 2018 2017 2016 2015
Water 1,209 1,228 1,243 1,236 1,256
Sewer 1,024 1,045 1,062 1,053 1,083

Source: The City of Electra.
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INFORMATION REGARDING THE CITY OF ELECTRA
AND WICHITA COUNTY, TEXAS

GENERAL

The City of Electra is located in Wichita County, 25 miles northwest of Wichita Falls. The City occupies a land area of
2.4 square miles and serves a population of over 2,700.

Wichita County is located in north Texas. The county seat is Wichita Falls. The County is a political subdivision of the
State and is located in the north central area of the State along the Oklahoma border. With a 2017 population of
approximately 131,838, the County covers an area of 628 square miles and is part of the Wichita Falls Metropolitan
Statistical Area. Wichita Falls, the largest city and county seat, is located 144 miles northwest of Dallas, Texas, and
141 miles southwest of Oklahoma City, Oklahoma. The County is home to Sheppard Air Force Base, the largest and
most diversified military technical training site in the Air Education and Training Command.

Wichita County economy is based on agribusiness and government installations. Principal sources of agricultural
income include cattle, cotton and wheat. Sheppard Air Force Base is an integral part of the City’s economy.

POPULATION TRENDS

City of Wichita

Year Electra County
2018 estimate 2,706 132,064
2010 2,791 131,500
2000 3,168 131,664
1990 3,113 122,378

Source: United States Census Bureau
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LEADING EMPLOYERS

Employer Principal Line of Business Number of Employees
Electra Memorial Hospital Medical 250
Electra ISD Education 185
City of Electra Municipality 35
Lay Line Oil Production 30

Source: City of Electra

EMPLOYMENT STATISTICS

Wichita County

State of Texas

September September September
2019 2018 2019

Total Civilian Labor Force 56,395 56,315 14,112,718

Total Employed 54,704 54,472 13,641,101

Total Unemployed 1,691 1,843 471,617
Source: Texas Employment Commission, Austin, Texas.
UNEMPLOYMENT RATES

September 2019 September 2018

Wichita County 3.0 3.3

State of Texas 3.3 3.7

United States of America 3.3 3.6

Source: Texas Employment Commission, Austin, Texas.
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September

2018

13,849,870
13,337,031
512,839
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MCCALL

PARKHURST & HORTON

Proposed Form of Opinion of Bond Counsel

An opinion in substantially the following form will be delivered by McCall, Parkhurst & Horton
L.L.P., Bond Counsel, upon the delivery of the Bonds, assuming no material changes in facts or law.

CITY OF ELECTRA, TEXAS
GENERAL OBLIGATION REFUNDING BONDS, SERIES 2019

IN THE AGGREGATE PRINCIPAL AMOUNT OF $2,425,000

AS BOND COUNSEL FOR THE CITY OF ELECTRA, TEXAS, (the "Issuer") in
connection with the issuance of the General Obligation Refunding Bonds described above (the
"Bonds"), we have examined into the legality and validity of the Bonds, which bear interest from the
dates and mature on the dates, and are subject to redemption, in accordance with the terms and
conditions stated in the text of the Bonds and in the ordinance of the Issuer authorizing the issuance
and sale of the Bonds (the "Ordinance™). Terms used herein and not otherwise defined shall have
the meaning given in the Ordinance.

WE HAVE EXAMINED the applicable and pertinent provisions of the Constitution and
laws of the State of Texas, a transcript of certified proceedings of the Issuer, and other pertinent
instruments authorizing and relating to the issuance and sale of the Bonds, including executed Bond
Number T-1.

BASED ON SAID EXAMINATION, IT IS OUR OPINION that the Bonds have been duly
authorized, issued and delivered in accordance with law; and that except as may be limited by laws
applicable to the Issuer relating to sovereign immunity of political subdivisions, bankruptcy,
reorganization and other similar matters affecting creditors' rights generally or by general principles
of equity which permit the exercise of judicial discretion, the Bonds constitute valid and legally
binding obligations of the Issuer; and that ad valorem taxes sufficient to provide for the payment of
the interest on and principal of said Bonds have been levied and pledged for such purpose, within the
limit prescribed by law, all as defined and provided in the Ordinance.

IT IS FURTHER OUR OPINION that, except as discussed below, under the statutes,
regulations, published rulings, and court decisions existing on the date of this opinion, for federal
income tax purposes, the interest on the Bonds (i) is excludable from the gross income of the owners
thereof and (ii) the Bonds will not be treated as "specified private activity bonds" the interest on
which would be included as an alternative minimum tax preference item under section 57(a)(5) of
the Internal Revenue Code of 1986 (the "Code™). Except as stated above, we express no opinion as
to any other federal, state, or local tax consequences of acquiring, carrying, owning, or disposing of
the Bonds.

IN EXPRESSING THE AFOREMENTIONED OPINIONS, we have relied on and assume
continuing compliance with, certain representations contained in the federal tax certificate of the
Issuer and covenants set forth in the ordinance adopted by the Issuer to authorize the issuance of the
Bonds, relating to, among other matters, the use of the project being refinanced and the investment
and expenditure of the proceeds and certain other amounts used to pay or to secure the payment of

600 Congress Ave. 717 North Harwood Two Allen Center 700 N. St. Mary's Street
Suite 1800 Suite 900 1200 Smith Street, Suite 1550 Suite 1525

Austin, Texas 78701 Dallas, Texas 75201 Houston, Texas 77002 San Antonio, Texas 78205
T 512.478.3805 T 214.754.9200 T 713.980.0500 T 210.225.2800

F 512.472.0871 F 214.754.9250 F 713.980.0510 F 210.225.2984 www.mphlegal.com



debt service on the Bonds and the sufficiency certificate of the Issuer’s financial advisor certifying
the amount deposited to the escrow fund will be sufficient to pay the principal of and interest on the
refunded obligations on the redemption date, the accuracy of which we have not independently
verified. We call your attention to the fact that if such representations are determined to be inaccurate
or if the Issuer fails to comply with such covenants, interest on the Bonds may become includable in
gross income retroactively to the date of issuance of the Bonds.

WE EXPRESS NO OPINION as to any insurance policies issued with respect to the
payments due for the principal of and interest on the Bonds, nor as to any such insurance policies
issued in the future.

OUR SOLE ENGAGEMENT in connection with the issuance of the Bonds is as Bond
Counsel for the Issuer, and, in that capacity, we have been engaged by the Issuer for the sole purpose
of rendering an opinion with respect to the legality and validity of the Bonds under the Constitution
and laws of the State of Texas, and with respect to the exclusion from gross income of the interest on
the Bonds for federal income tax purposes, and for no other reason or purpose. The foregoing
opinions represent our legal judgment based upon a review of existing legal authorities that we deem
relevant to render such opinions and are not a guarantee of a result. We have not been requested to
investigate or verify, and have not independently investigated or verified any records, data, or other
material relating to the financial condition or capabilities of the Issuer, or the disclosure thereof in
connection with the sale of the Bonds, and have not assumed any responsibility with respect thereto.
We express no opinion and make no comment with respect to the marketability of the Bonds and
have relied solely on certificates executed by officials of the Issuer as to the current outstanding
indebtedness of, and assessed valuation of taxable property within, the Issuer. Our role in
connection with the Issuer's Official Statement prepared for use in connection with the sale of the
Bonds has been limited as described therein.

OUR OPINIONS ARE BASED ON EXISTING LAW, which is subject to change. Such
opinions are further based on our knowledge of facts as of the date hereof. We assume no duty to
update or supplement our opinions to reflect any facts or circumstances that may thereafter come to
our attention or to reflect any changes in any law that may thereafter occur or become effective.
Moreover, our opinions are not a guarantee of result and are not binding on the Internal Revenue
Service (the "Service"); rather, such opinions represent our legal judgment based upon our review of
existing law and in reliance upon the representations and covenants referenced above that we deem
relevant to such opinions. The Service has an ongoing audit program to determine compliance with
rules that relate to whether interest on state or local obligations is includable in gross income for
federal income tax purposes. No assurance can be given whether or not the Service will commence
an audit of the Bonds. If an audit is commenced, in accordance with its current published procedures
the Service is likely to treat the Issuer as the taxpayer. We observe that the Issuer has covenanted
not to take any action, or omit to take any action within its control, that if taken or omitted,
respectively, may result in the treatment of interest on the Bonds as includable in gross income for
federal income tax purposes.

Respectfully,

www.mphlegal.com



APPENDIX D

ISSUER’S AUDITED FINANCIAL STATEMENTS FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2018

(Independent Auditor's Report, General Financial Statements and Notes to the Financial Statements - not intended to be a
complete statement of the Issuer's financial condition. Reference is made to the complete Annual Financial Report for further
information.)



THIS PAGE INTENTIONALLY LEFT BLANK



CITY OF ELECTRA, TEXAS
ANNUAL FINANCIAL REPORT

FOR THE YEAR ENDED SEPTEMBER 30, 2018

MWH

CERTIFED PUBLIC ACCOUNTANTS
CONSULTANTS




CITY OF ELECTRA, TEXAS
ANNUAL FINANCIAL REPORT
FOR THE YEAR ENDED SEPTEMBER 30, 2018

TABLE OF CONTENTS
Page  Exhibit
FINANCIAL SECTION
independent Auditer's Report, .. 1
Managemerit's Disgussion and Analys:s (Required Suppiementary {nformataon)... 3
Basic Financial Statements
Government-wide Financial Statements:
Staternent of Net POSHION. .. ......ccoiiiiii i it es s e vree var e ar vas 11 A
Statement of ACtiVIIES ... i e e 12 A-2
Fund Financlal Statements:
Balance Sheet — Governmental Funds..........c.co i eisi st esraeeea e 14 A-3
Reconciliation of the Governmental Funds
Balance Sheet to the Statement of Net POSHION........c...ccoeee it e aee 18 A4
Statement of Revenues, Expenditures, and Changes in
Fund Balances — Governmental FUngs.. ... s o iiss o s creeesossesonns 16 A5
Reconciliation of the Governmental Funds Statement of Revenues, Expenditures,
and Changes in Fund Balances to the Statement of Activities...............cccveccinens 17 A5
Statement of Net Position — Enterprise FUNG.........cco o viivee i s e or s cinaes s e vas 18 AT
Statement of Revenues, Expenses, and Changes in
Fund Net Position — EnterpriSe FUM. ..o iiiiienns s i s crsne ceeres ee ens 19 A8
Statement of Cash Flows — ERtemprise FUND.,....c..iivriier v s i sss s orrsee seneen e 20 A9
Nates to the Financial Statements. . .. .. i ittt seeresee e ees vereessbe sanree 21
Required Supple In atio
Budgetary Comparison Schedute — General Fund............coccc i e vinss oo s 38 B-1
Notes to Required Supplementary Information.........o o i v s eee s 40
Texas Municipal Retirement System Schedule of Changes in Net Pension Liability
and Refated Ratios... 41 B-2
Texas Municipal Retlrement System Scheduie of Contnbutions v 42 B-3
Texas Municipal Retirament System Schedule of Changes in Totai OF'EB Liability
and Related Ratios, .. e e 43 B-4
OTHER SUPPLEMENTARY INFORMATION SECTION
Debt Requirements to Maturity — General Cbligation
Refunding Bond — Series 2014A... . 44
Debt Requirements to Maturity ~ General Obligation
Refunding Bond — Series 20148. .. 45
Debt Requirements to Maturity — Combmatlon Tax and Revenue
Certificatas of Obligation Bonds - Series 2008, 46

INTERNAL CONTROL AND COMPLIANCE SECTION I

Independent Auditor's Report on Internal Controt
Over Financiai Reporting and on Compliance and Other
Matters Based on an Audit of Financial Statements !
Performed in Accordance with Government Audlting '
Standards... 47
Schedule ofFindings and Responsas L A L e b s e e s aanneaseaees 4




Financial Section



MWH

CERTIFIED PUBLIC ACCOUNTANTS
CONSULTANTS

Independent Auditor’'s Report on Financial Statements

City Commission

City of Electra, Texas
101 North Main
Electra, Texas 763860

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the discretely presented component unit, each major fund, and the aggregate remaining fund
information of the City of Electra, Texas, as of and for the year ended September 30, 2018, and the related notes
to the financial statements, which collectively comprise the City of Electra, Texas' basic financial siatements as
listed In the table of contents.

Management's Responsiblility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or etror.

Auditor's Responsibility

Qur responsibility Is to express opinions on these financial statements based on our audit. We conducted our
audit in accaordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. in making those risk
assessments, the auditor considers internal control relevant to the entity's preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control, Accordingly, we express no
such opinion, An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financlal statements,

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financiat position of the governmentai activities, the business-type activities, the discretely presented component
unit, each major fund, and the aggregate remaining fund Information of the City of Electra, Texss, as of
September 30, 2018, and the respective changes in financial position and, where applicable, cash flows thareaf
for the year then ended In accordance with accounting principles generally accepted in the Unitad States of
America.

1
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MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the Cily of Electra, Texas, we offer readers of the City's Annual Financlal Report this
narrative overview and analysis of the City's financial performance during the fiscal year ended September 30,
2018. Please read it in conjunction with the City's financial statements, which follow this section,

FINANCIAL HIGHLIGHTS

+ The assets of the Clty exceeded ifs liabitities at the close of the most recent fiscal year by $7,953,304

{net position), Of this amount, $1,565,586 (unrestricted net position) may be used to meat the City's
obligations.

* During the year, the City's total net position increased by $245,017,

» The governmental funds reported a fund balance this year of $418,753, which is an Increase of
$161,128 in comparison with the prior year fund balance, The City has $9,679 of restricted fund batance
for the cemetery projects and assigned $175,547 of fund balance for specific pragrams as described in
the notes to the financial statements, resulting in an unassigned fund balance of $233,527. Unassigned
fund balance represents the amount available for spending at the government's discretion,

* At the end of the current fiscal year, unassigned and assigned fund balance for the general fund was
$409,074, or approximately 22% of the total general fund expenditures.

OVERVIEW OF THE FINANCIAL STATEMENTS Figure A-1
Required Components of the City's
This annual report consists of three parts - management's discussion Annual Financial Report

and analysis (this section), the basic financial statements, and
required supplementary information, The basic financial statements -

include two kinds of statements that present diffarent views of the City: | Wasugemenr’s Basic Required
Diiacudiiin Financial Sum

+ The first two statements are govemment-wide financial | Sratements
statements that provide both long-term and short-lerm |"wdess
information about the City's averail financlal status.

s The remalning statemenis are fund financial statements that
focus on /ndividual parts of the government, reporting the City's .-
operations in more detall than the government-wide statements. FRITER IS IS R

» The governmental funds statements tell how general government l ' Wotes i
services were financed in the short ferm as well as what remalns || % foe®! | fed o the
for future spending. Batements l Statementa Diamil

I Searovents

» The proprietary fund stabements offer short- and fong-term ; !

financial information about the activittes the govemment _— ’

operates like businesses, such as the water, sewer, and slectric
systems.




+ Component Unit. The City includes one other entity in its report — Electra 4B Ecanomic Development
Corporation. Although fegally separate, this "component unit" Is Important because the City is financially
accountable for it

fund Financial Statements

The fund financial statements provide more detailed information about the City's most significant funds - not the
City as a whola, Funds are accounting devices that the Gity uses {o keep track of specific sources of funding
and spending for particuiar purposes,

» Some funds are required by State law and by bond covenants.

» The City Commission establishes other funds to cantrol and manage money for particular purposes or to
show that it is properly using certain taxes and grants.

The City has the foliowing kinds of funds;

+  Govemmental funds - Most of the City's baslc services are Included in governmental funds, which focus
oh (1) how cash and other financial assets that can readily be converted to cash fiow in and out and {2)
the balances left at year-end that are avaliable for spending. Consequerntly, the governmental fund
statements provide a detailed short-ferm view thaf heips you determine whether there are more or fawer
financlal resources that can be spent in the near future to finance the City's programs, Because this
information does not encompass the additional long-term focus of the government-wide statements, we
provide additional information on the subsequent page of the governmental funds statement that
explains the relationship {or differences) between them,

«  Propristary funds - Services for which the City charges custormers a fee are generally reported in
proprietary funds. Proprietary funds, like the government-wide statements, provide both short- and long-
term financial information. In fact, the Cily's proprietary funds are the same as its business-type
activities, but provide more detail and information, such as cash flows,

FINANCIAL ANALYSIS OF THE CITY AS A WHOLE

Net position. The City's net position, the amount that the City's assets and deferred outfiows of resources
exceeded llabilities and deferred inflows of resources, was $7,953,304 (1,656,001 for Gavernmental Activities
and $6,297 303 for Business-type Activities) at September 30, 2018 (See Table A-1),

Tabla A1
City's Net Position
Governmental Govemmaeniai Businass-iype Businasa-type
Activities Activities Percentage Activities Activities Percentage
2047 2018 Charnge 2047 2018 Change
Gurrent and ather assats $ 547811 § 740,338 35,22% $  1.kp2806 $ 1,571,288 4.14%
Capital agasts, nst 1,412 347 1,965 683 <3, 20% 9,338.830 8,052,288 ~3.08%
Total asséls 1,959 BEB 2,108,021 748% 11,232,766 11,020 549 -1,86%
Totad deferred cutfows of
resaurces 99,025 28,180 -11.64% 64,082 34,088 47 .80%
Gurrent and other lisbllities 138,244 124,758 -9.75% 282,314 288,528 £.74%
Long-term Habiities 418 788 310,521 -25.86% 4,802 636 4,456 238 7 18%
Totw labiities 557,000 435,280 -21.86% & 084 850 4757784 5.47%
Total deferred Inflows of
rRSGUfCEs 4538 42,920 946, 79% 1,026 2,567 150.10%
Net position
Net investrient in
cmpital nsyets 1,195,108 1,193,162 +Q,15% 4,610,108 4,638,009 0.51%
Restricted 10,788 9878 ~10.28% 540,808 546,778 1.08%
Unpestricted 200424 453 180 §8.80% 1,088,980 1112426 4.98%
Total nat position 3 1 ,4;7315 § 1656 001 10.80% § 6‘510.9?2 ] GIQQ? 303 1,384



Governmental Activities

Table A-2 presents the various revenue categories and gross costs of each of the City's functional areas for the

culrent year,

Reverues

Program revenues:
Charges for senvices
Operating grants and

contributions
Capltal grants and

contributions
General revenues:
Property taxes
Sales taxes
Franchise fees
Other taxes

i

Investment eamings
Miscellaneous
Total revenues

Expenses
General administration

Police department
Fire department
Legal and Judiciat
Streei department
Animal controt
Library
Senior citizens center
Ambulance setvice
Tax department
Parks and recreation
Golf course
Swimming pool
Cametery
Main Street
Code compllance
Utility costs

Total expenses

Translers

In¢rease in nel assats

Table A-2
Changes in Net Assets
Governmental Activities Business-type Activities Totals
2017 2018 2M7 2018 2017 2018
$ B0682 $ 91,136 $4,020,790 $4,172,927 $ 4,101,452 § 4,264,083
68,403 67,346 - - 68,403 67,346
71,142 23,710 - - 71,142 23.710
275,215 219,462 269,566 212,269 644,781 431,731
281,066 296,655 N - 281,066 296,655
49,387 50,106 - - 49,387 50,106
642 1,104 - - 642 1,104
5,451 11,110 8,608 18,346 14,149 20,456
20,906 174,875 - - 20,906 171,875
852,873 832,504 4,289,054 4,403,642 5,161,927 5,336,046
338,468 358,806 - - 338,468 358,806
724,057 709,561 - - 724,057 709,561
72,551 71,381 - - 72,664 71,381
36,523 41,223 - . 36,523 41,223
304,615 290,888 " - 304,615 290,888
39,562 42,441 - - 39,562 42 441
98,032 97,155 . - 95,032 97,185
110,766 111,850 - - 110,756 111,860
36,000 33,000 - - 36,000 33.000
10,613 12,260 e - 10,613 12,250
10,883 13,085 - 10,843 13,085
36,408 38,5M . . 36,409 36,5M
A, 788 47,615 - - 45,788 47845
708 14,067 - - 708 14,087
887 5887 . - &,887 5,887
21,880 18,038 . " 21,880 18,038
- » 3,083,476 3,187,211 3,083,476 3,187,211
1,888,820 1,903,818 3,083,476 Sg.tar.21 4,978,296 5,091,02¢
4,117,000 1,130,000 (1,117 800} {1,130,000) - -
§ 80,053 § 156,588 $ 98k78 ¥ 8633 $ 178,631 § 245017




CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets

At the end of 2018, the City had invested in a broad range of capital assets totaling $10,417,948, net of

accumulated depreciation (See Table A-4).
Table A-4

Capital Assets, Net of Accumulated Depreciation

Governmental Activitles Business-type Activities Tolals

2017 2018 2017 2018 2017 2018
Land $ 27156 $ 27156 $ 183,114 $ 188,114 $ 215270 § 215270
Buildings, systems, and
improvements, net 347,505 334,671 8,093,870 8,815,568 9,441,375 9,150,236
Fumiture and
equipment, net 400,922 384,486 87,948 48,587 458,868 433,073
infrastructure 636,764 619,370 - - 636,764 619,370

Totaks $1.412,347 $1,366,683 $ 9,062,266 $10,752,277 $1

§ 8,339,830

Long-term Liabilities

0,417,948

At year-end the City had $4,674,801 in long-term labllities, net, as shown in Table A-5. More detailed
information about the City's long-term liabilities is presented in the notes to the financlal statements as well as

in the supplemental schedules.
Tabie A-5
Long-tertn Liabillties Quistanding

Governmental Activities Business-type Activitles Totals
2017 2018 2017 2018 2017 2018
Capitat fease payable  $ 44,703 $ 27274 3 - $ § 44703 $ 27274
Note payable 172,538 148,247 - - 172,538 145,247
Bonds payable, net 4,780,000 4,445,000 4,780,000 4,445,000
Compansated 45,545 52,684 3,277 4,696 48,822 67,280
Totals $ 262,786 $ 225,106 $ 4,783,277 $ 4,449,606 $ 5,046,063 $ 4,674,801

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

Appraised value used for the 2018-2019 budget preparation was approximately $61,823,731, an ingease of

1.9% from last year's value,

This indicator was taken into account when adopting the General Fund budget for 2018.2019. Amounts
avalizhle for appropration in the General Fund budget are $2,121,877, an Increase of 2.7% fram the final 2017~
2018 budget of $2,330,813. The General Fund expenditures budget for 2018-2019 is $2,121,877, anincrease

of $231,708, or 12.3%, from 2017-2018 actual expenditures of $1,890,169,

If these estimates are realized, the City's budgetary General Fund's fund balance is not expected to change by

the close of 2018-2049.
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EXHIBIT A-1

CITY OF ELECTRA, TEXAS
STATEMENT OF NET POSITION
SEFTEMBER 30, 2018

Component
Unit
Electra 4B
Primary Government Economic
Governmental Businass-type Development
Activities Activities Total Corporafion
Assets
Cash and cash equivalents $ 517,305 $ 740,441 $ 1,257,746 $ 205,269
Receivables, net;

Ad valorem taxes 54,482 - 54 482 -

Sales taxes 58,846 - 58,846 19,615

Municipal court 131,006 - 131,006 -

Utility accounts - 72,664 72,654 -

Other 4,003 - 4,003 168,500
Internal balances due toffrom other funds (60,000) 60,000 - -
Accrued utility revenues - 528,188 528,188 -
Property held for sale 10,000 - 10,000 86,631
Restricted asseis: ‘

Cash and cash equivalents 9,678 567,993 577,672 -
Capital assets, net 1,365,683 9,052,266 10,417,949 2,026
Net pension asset 16017 2,007 17,024 -

Total assets 2,106,021 11,023,549 13,129,670 480,940
Deferred Outflows of Resources
Deferred loss on early retirement - 30,833 30,833 -
Deferred outflows of resources from pensions 21,907 2,651 24 458 -
Deferred outflows of resources from OPEB 6,273 701 6,974 -
Total deferred outflows of resources 28,180 34,085 62,265 -
Liabilities
Accounts payable 111,621 227,748 339,367 45,000
Accrued payroll 6,925 1,063 7.988 -
Accrued Interest - 25,296 25,286 -
Other accrued liabilities 6,213 23,205 29418 -
Customer deposlis - 21,215 21,216 -
Long-term liabilities: :

Capital lease due or payable within one year 10,282 - 10,282 -

Note due or payable within one year 28,328 - 28,328 -

Bonds due or payable within one year - 345,000 345,000 -

Accrued compensated absences 52,584 4,696 67,280 -

Total OPEB llablkity 85416 9,543 94,969 -

Capital lease due or payable after one year 16,992 - 16,992 -

Note due or payable after ohe year 116,919 - 116,819 -

Bonds due or payable after one year - 4,100,000 4,100,000 -

Tolal liabilities 435,280 4,757,764 5,193,044 45,000

Deferred Inflows of Resources
Deferred inflows of resources from pensions 42,920 2,667 45 487 -
Total deferred Inflows of resources 42,920 2,667 46487 -
Net Position
Net investiment in capltal assels 1,193,162 4,638,099 5,831,261 2,025
Restricted for:
Debt service - 846,778 546,778 -
Cemetery 9,679 - 9,67¢ -
Unrestricled 453,160 1,112,426 1,566,686 433 915
Total nel position $ 1,656,001 $ 6,297,303 $ 7,953,304 $ 435,940

The accompanying notes are an Infegral part of this statement,

11



EXHIBIT A-2

Net (Expense) Revenue and Changes in Net Position

Governmental Business-type Component
Activities Activities Total Unit
$ (341,618) 3 - $ (341618) $ -
(644,097) - (644,097) -
{40,468) - (40,468) -
(40,169) - {40,169) .
(290,888) - (290,888) -
(38,129) - (38,129) -
(86,124) - (96,124) -
{77,606 - (77,608) .
(33,000) - (33,000) -
(12,250} - (12,280) -
(11,235) - (11,235) -
(36,571) - (38,571) -
(40,789) . (40,789} .
5,243 - 5,243 -
(5,887) - (6,887) -
{18,038) ~ (18,038) -
{1,721,626) - (1,721,626) B
- 986,716 985,716 -
(1,721,626} 985,716 (735,910) -

. - - (54,985)
219,462 212,269 431,731 -
296,655 . 296,655 98,886

50,106 - 50,106 -
1,104 - 1,104 -
11,110 18,348 29,456 242
171,875 - 171,875 4,000
1,130,000 (1,130,000} - -
1,880,312 (899,385} 980,927 103,128
168,686 86,331 245,017 48,143
1,497 315 6,210,972 7,708,287 387,797
$ 1,666,001 $ 6,297,303 $ 7,953,304 $ 435940

13



EXHIBIT A4

CITY OF ELECTRA, TEXAS

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION

SEPTEMBER 30, 2018

Total fund balances - governmental funds balance sheet {(Exhibit A-3) § 4187563

Amounts reporied for governmental activities in the statement of net position (Exhibit A-1)
are different because;

Capital assets used in governmental activities are not financial resources and
therefore not reported in the funds. Capital assets at year-end consist of;

Gross capital assets $ 3,633,652
Less accumulated depreciation : (2,267,969) 1,365,683

Property taxes and municlpal court receivables are not avajlable to pay for current
period expenditures and therefore are deferred In the funds, 181,809

The City's proportionate share of net pension asset as well as pension-related
deforred outflows and deferred inflows of resources are recognized i the government-
wide statements and include:

Net penslon asset 15,017
Deferred outflows of resources from pensions 21,507
Deferred Inflows of resources from pensions (42,920} (5,996)

The Clty's total OPEB {iability as well as OPEB-related deferred outflows of resources
are recognized In the government-wide statements and include:

Total OPER Hablity (85416}
Deferred outflows of resources from pensions 6,273 (79,143}

Long-term Habilitles are not due and payable in the current period and therefore
are not reported as liabf{ities In the funds. The long-term liabllity at year-end

consisted of;
Capital lease ) (27.,274)
Note payable (145,247}
Accrued compensated absences {52,584) (225,105}
Net position of governmental activitles - statement of net position $ 1,655,001

The accompanying notes are an infegral part of this statement,
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CITY OF ELECTRA, TEXAS

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS

TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED SEPTEMBER 30, 2018

Net change in fund balances - total governmental funds (Exhibit A-5)

Amounts reported for governmental activities in the statement of activities (Exhibit A-2)
are different because:

Capital outlays are reported in governmental funds as expenditures. However, in
the statement of activities, the costs of those assets are allocated over their
useful lives as depreciation expense. The net difference between the two is as
follows:

Capital outlay during the year 5 984478
Depreclation expense during the year (133,604)

Proceeds from the sale of capital assets are reported in governmental funds as other
financing sources without regard to any cost basis adjustment, However, for governmentai
activities those proceeds are adjusted for any remaining cost basis of the assets that

were disposed,

The issuance of long-ferm debt (e.g., bonds, leases) provides current financial resources
to governmental funds, while the repayment of the principal of long-term debt consumes
the current financlal resources of governmental funds. The net effect of these transactions
are as follows:

{ssuance of long-term debt (19,265)
Repayment of long-term debt 56,143

Because property taxes and muhicipal court receivables will not be collected for
several moenths after the City's fiscal year ends, they are not considered ‘avaliable’
revenues and are deferred in the governmental funds, Deferred revenues increased
this year by:

Accrued compensated absences reported in the statement of activities do not reguire
the use of current financial resources and, therefore, are not reported as expenditures
In the governmeniai funds. Compensated absences increased this year by;

Changes in the proportionate share of net pension llabliity and related deferred Inflows
and outflows reported in the Statement of Activities do not provide for or require use of
current financial resources and therefore are not reported as revenues or expenditures
in the governmental funds, The net effect of these transactions is:

Changes in the total OPEB liability and related deferred outflows reported in the
Statement of Actlvities do not provide for or require use of current financial resources
and therefore are not reported as revenues or expenditures in the governmental funds,
The net effect of these transactions is:

Change In net position of governmental activities - statement of activities

The accompanying notes are an integral part of this statement.
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$ 161,128

(39,126)

303

36,878

30,167

(7,039)

{17,060)

(6,565}

$ 158,686



EXHIBIT A-8

CITY OF ELECTRA, TEXAS

STATEMENT OF REVENUES, EXPENSES, AND CHANGES
IN FUND NET POSITION - ENTERPRISE FUND

FOR THE YEAR ENDED SEPTEMBER 30, 2018

Utility
Fund
Operating revenues:
Water service $ 1,086,993
Sewer service 166,355
Electric service 2,651,076
Sanltation and refuse collection 262,536
Other revenues 5,968
Fotal operating revenues 4172,927
Operating expenses:
Water production 579,568
Electrical production 1,856,083
Sanltary sewer 66,414
Sanitation and refuse collection 202,408
Bad debt expense 18,883
Depreciation and amortization 287,664
Total operating expenses 3,011,020
Operating income 1,161,907
Non-operating revenues (expenses).
Ad valorem taxes 212,269
Interest income 18,346
Bond interest expense (176,191)
Total non-operating revenues (expenses) 54,424
Income before transfers 1,216,331
Transfers out {1,130,000)
Change In net position 86,331
Net positlon, beginning, as restated (see note M) 6,210,972
Net position, ending $ 6,297,303

The accompanying notes are an integral part of this stafement,
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CITY OF ELECTRA, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2018

2. Reporting Entity

The City's basic financial statements include the accounts of all its operations, The City evaluated whether any
other entity should be included in these financial statements, The criterla for including organizations as
component units within the City's reporting entity, as set forth in GASB Statement No. 38, Determining
Whether Certain Organizations are Component Unfts, an Amendment of GASB Statement No, 14, includes
whether:

- the organization is legally separate
- the City holds the corporate powers of the organization
- the City appeints a voting majority of the organization's board
- the City is able to impose its will on the organization
. - the arganization has the potential to impose a financial benefittburden on the City
- there is fiscal dependency by the organization on the City
- the exclusion of the organization would result in misleading or incomplete financial statements

The City also evaluated each legally separate, tax-exempt organization whose resources are used prncipafly
to provide support to the City to determine if fis omission from the reporting entity would result in financial
statements which are misleading or incomplete. GASB Statement Ne, 39 requires inclusion of such an
organization as a component unit when: 1) the economic resources received or held by the organization are
entirely or almost entirely for the direct benefit of the City, its component units or its constituents; and 2) the
City or its component units is entitled to, or has the ability to otherwise access, a majority of the economic
resources received or held by the organization; and 3) such economic resources are significant to the City.

Based on these criteria, the City has one companent unit, the Electra 4B Economic Development Corporation,
This discretely presented component unit is reported In a separate column in the government-wide financial
statements that emphasize that it is legally separate from the City. The discretely presented compopent unlt
has a September 30th year end. The Electra 4B Development Corporation has not issued separate financial
statements for the period ended September 30, 2018,

3. Basis of Presentation and Basis of Accounting

a. Basis of Presentation

Government-Wide Statements: The statement of net position and the statement of activities include
the financial activities of the overall government. Eliminations have been made to minimize the
double-counting of Internal activities. These statements disfinguish between the governmental and
business-type activities of the City. Governmental activities generally are financed through taxes,
intergovernmental revenues, and other nonexchange fransactions, Business-type activites are
financed in whole or in part by fees charged to external parties,

The statement of activities presents a comparison between direct expenses and program revenies
for the business-type activities of the City and for each function of the City's governmental activities,
Direct expenses are those that are specifically associated with a program or function and, therefore,
are clearly identifiable to a particular function. The City does not allocate indirect expenses in the
statement of activities, Program revenues include (a) fees, fines, and charges paid by the mcipients
of goods or services offered by the programs and (b) grants and contributlons that are restricted to
meeting the operational or capital requirements of a particular program, Revenues that are not
classified as program revenues, Including all taxes, are presented as general revenues,

Fund Financial Statements: The fund financial statements provide information about the City's funds,
with separate statements presented for each fund category., The emphasis of fund financial
statements Is on major governmental and enterprise funds. The Clty has no nonmajor funds,

Proprietary fund operating revenues, such as charges for services, result from exchange
transactions associated with the principal activity of the fund. Exchange transactions are those In
which each party receives and glves up essentially equal values. Nonoperating revenues, such as
subsidies and investment earnings, result from nonexchange transactions or anciltary activities.

The general fund Is the only major governmental fund, This is the City's primary operating fund. It
accounts for all financial resources of the City.
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CITY OF ELECTRA, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2018

Summary of Significant Accounting Policies

The accompanying financial statements of the City of Electra, Texas (City) have been prepared in conformity with
accounting principles applicable to governmental units which are generally accepted in the United States of
America. The Governmental Accounting Standards Board (GASB) is the accepted standard sefting body for
establishing govemmental accounting and financial reporting principles.

1.

Financial Reporting Model!

In June 1999, the GASB lssued Statement No. 34, Basfc Financial Statements — and Management's
Discusston and Analysis — for State and Local Governments. This statement, known as the “Reporting
Model” statement, affects the way the City prepares and presents financial information. State and local
governments traditionally have used a financlal reporiing modef substantially different from the one used to
prepare private-sector financial reports,

GASB Statement No, 34 established new requirements and a new reporting model for the annual financial
reports of state and local governments, The Statement was developed to make annual reports easier to

understand and more useful to the people who use governmental financial information to make decisions and
includes!

Management's Discussion and Analysis - GASB Statement No. 34 requires that financial statements be
accompanied by a narrative introduction and analytical overview of the government's financial activities
in the form of a "management's discussion and analysis” (MD&A). This analysis is simifar to the analysis
the private sector pravides in their annual reports.

Government-Wide Financial Statements - The reporting model includes financial statements prepared
using full accrual aceounting for all of the government's activities. Government-wide financial statements
do not provide information by fund or account group, but distinguish between the City's governmental
actlvities, business-type activities, and acfivities of its discretely presented component unit on the
statement of net position and statement of activities, The City's statement of net position includes both
noncurrent assets and liabllittes of the City, which were previously recorded In the General Fixed Assets
Account Group and the General Long-Term Debt Account Group, Accrual accounting also reports all of
the revenues and costs of providing services each year, not Just those received or pald in the current
year or soon thereafler, The government-wide staternent of activities reflects depreciation expenses on
the City's capital assets, including infrastructure., '

In addition to the government-wide financial statements, the City has prepared governments fund
financial statements which continue to use the modified accrual basis of aceounting and the current
financial resources measurement focus. Accordingly, the accounting and financial reporting for the City's
General Fund, the City's major governmental fund, is similar o that presented in the City's financial
statements, although the format of the financial statements has been medified by GASB Statement No.
34.

Statement of Net Position - The statement of net position is designed to display the financlal posttion of
the primary government (government and business-lype activities) and its discretely presented
component units. Governments report all capital assets, including infrastructure, in the government-wide
statement of net posltion and repott deprectation expense - the cost of "using up" capital assets - in the
Statement of Activities. The net position of a govemment will be broken down into three categares, 1)
net investment in capital assets; 2) restricted; and 3) unrestricted.

Statement of Activities - The government-wide statement of activities reports expenses and revenues in
a format that focuses on the cost of each of the government's functions. The expense of Individual
functions is compared to the revenues generated directly by the function (for Instance, through user
charges or Intergovernmental grants},
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CITY OF ELECTRA, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2018

Accounts receivable include fines and fees assessed by court action in the Municipal Court. An
allowance for uncollectible accounts has been set up for the justice system-generated fines and fees
hased on a review of historical payment information. The allowance on the balance of $327 515
municipal court receivables was $196,509 at September 30, 2018,

There are no significant receivables, other than delinquent property taxes, which are not scheduled
for collection within one year. Of the $79,466 outstanding at September 30, 2018, it is expected that
the City wil! collect approximately $15,000 during the 2018-2019 fiscal year. This is similar to the
delinquent taxes collected for the year ended September 30, 2018. )

f. Interfund Activity

Interfund activity results from loans, services provided, relmbursements, or transfers between funds.
Loans are reported as interfund receivables and payables as appropriate and are subject to
elimination upon consolidation. Services provided, deemed to be at market or near market rates, are
treated as revenues and expenditures or expenses, Reimbursements occur when one fund incurs a
cost, charges the appropriate benefiting fund and reduces its related cost as a reimbursement. Afl
other interfund fransactions are treated as transfers, Transfers In and Transfers Out are netted and
presented as a single "Transfers” fine on the government-wide statement of activities. Similarly,
Interfund receivables and payables are netted and presented as a single “Internal Balances” line of
the government-wide statement of net position,

g. Net Position

Net position represents the difference between assets and deferred outflows of resources less
liabilities and deferred Inflows of resources. The City reports three categories of net position, as
follows;

+ Net investment in capital assets - consists of net capital assets reduced by oulstanding
balances of any related debt obligations and deferred inflows of resources attributable to the
acquisition, construction, or improvement of those assets and increased by balances of
deferred outflows of resources related to those assets.

» Restricted net position - net position is considered restricted if its use is constrained to a
particular purpose. Restrictions are imposed by external organizations such as federal or state
laws or buyers of the City's bonds. Restricted net position is restricied assets reduced by
liabilities and deferred inflows of resources related to the restricted assets,

»  Unrestricted net position - consists of all other net position that does not meet the definition of
the above two components and is available for general use by the City,

When an expense is incurred for purposes for which both restricted and unrestricted net position are
available, management applies unrestricted net position first, unless a determination is made to use
restricted net position, The City's policy concerning which to apply first varies with the inteaded use
and legal requirements, Management typically makes this decision on a transactional basis at the
incurrence of the expendilure.

h. Pensions

For purposes of measuring the net pension liability, deferred outflows of resources and deferred
inflows of resources related to pensions, and pension expense, information about the Flduciary Net
Position of the Texas Municipal Refirement System (TMRS) and additions to/deductions from
TMRS's Fiduciary Net Position have been determined on the same basis as they are reported by
TMRS, For this purpose, plan contributions are recognized in the period that compensation is
reported for the employee, which is when contributions are legally due. Benefit payments and
refunds are recognized when due and payable in accordance with the benefit terms. Investments
are reported at fair value,
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CITY OF ELECTRA, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2018

revenue from the operation of the water system into the Revenue Fund. It is required to make monthly
installments into the Interest and Sinking Fund in arounts necessary to make the next due prindpal and
interest amounts, It is required to maintain a Reserve Fund in amounts specified by the agreements
which s to be used only to make interest and principal payments when the amounts In the Interest and
Sinking Fund are not adequate.

2. Restricted Assets;

Restricted assets in the Utility Enterprise Fund consist of cash and cash equivalents held for specific
purposes in accordance with bond ordinances or other legal restrictions, and are comprised of the

following:
Debt service $ 546,778
Customer deposits 21,215
Total $ 567,993

3,  Investments:

The Public Funds Investment Act (Act) requires an annual audit of investment practices. Audit
procedures in this area conducted as a part of the audit of the basic financial statements disclosed that in
the areas of investment practices, management reports and establishment of appropriate policies, the City
adhered to the requirements of the Act. Additionally, investment practices of the City were in accordance
with local policies,

GASB Statement No. 40 requires a determination as to whether the City was exposed to the following
specific investment risks at year end and, If so, the reporting of certain related disclosures:

a CreditRIsk

Credit risk is the risk that an Issuer or other counterparty to an investment will not fulfill its obligations.
The ratings of securities by nationally recognized rating agencies are: designed to give an indication
of credit risk, At year end, the City was not significantly exposed to credit risk,

b. Custodial Credit Risk
Deposits are exposed to custodial credit risk if they are not covered by depository Instirance and the
deposits are uncollateralized, collateralized with securities held by the pledging financial institution, or
collateralized with securities held by the pledging financial institution’s trust department or agent, but
nat In the Clty's name, :
Investment securifies are exposed to custodial credit risk if the securities are uninsured, are not
registered in the name of the government, and are held by elther the cdunterparty or the
counterparty’s rust department or agent, but not in the City's name. At year end, the City was not
exposed fo custodial credit risk,

¢. Concentrations of Credit Rlsk

This is the risk of loss attributed to the magnitude of a government's investment in a single lssiter, At
year end, the City was not exposed to concentration of cradit risk,

d, Interest Rate Risk

This Is the risk that changes In interest rates will adversely affect the fair value of an fnvestment, At
year end, the City was not exposed to interest rate risk.

e, Forelgn Currency Risk

This Is the risk that exchange rates will adversely affect the falr value of an investment, At year end,
the City was not exposed to foreign currency risk,

At September 30, 2018, the component unit was not exposed to any of the above risks,
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Depreciation was charged to functions as follows:

General Fund:
General administrative
Police department
Fire department
Street department
Library
Senior citizens center
Parks and recreation
Golf course
Swimming pool
Cemetery
Main Street

Total

E. Interfund Balances and Activity

Transfers to and from other funds at September 30, 2018 consisted of the following;

Transfers From Transfers To

$ 12,665
38,994
25,791
29,198

3,389
7,186
6,423

459

480
3,132
5,887

$.133,604

Amount

Reason

Enterprise Fund General Fund

F. Long-Term Liabilities
1. Long-Term Liabilities Activity

£ 1,130,000 Fund operating deficits

Long-term liabilities include debt and other long-term liabilities. Changes in long-term liabilities for the year

ended September 30, 2018, are as follows:

Amounts
Due
Beginning Ending Within
Balances Increases Decreases Balances Cne Year
Governmental activities:
Compensated .
absences $ 45545 $ 7,039 $ - $ 52584 -
Capital lease payable 44 703 19,266 (36,394) 27,274 10,282
Note payable 172,538 - (27.291) 145,247 28,328
Total $ 262786 § 7089  $.(44700) § 226105  § 38610
Business-type activities:
Compensated
absences $ 3277 $ 1419 $ - $ 4,696 -
Bonds payable 4.780.000 - {335,000) 4,445,000 345,000
Total $4.1783277 $.-1418 $ (335,000 £4440606  $345.000
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FOR THE YEAR ENDED SEPTEMBER 30, 2018

4. Bonds Payable

A summary of changes in bonds payable for the year ended September 30, 2018, Is as follows:

Range of Oulstanding Outstanding
Interest Rates 10/1/2017 Issuances Reductions ¥30/2018
2006 Combination Tax and
Revenue Certificales of 4,25% $ 2,626,000 $ - $ 45,000 §2,580,000
Obligation
2014A General Obligation
Refunding Bond 2.19% 1,830,000 - 250,000 1,580,000
2014 Taxable General
Obligation Refunding Bond 3.44% 325,000 - 40,000 285,000
Totals $4.7680.000 § - £ 335,000 £4.445.000

In 2007, the City issued Combination Tax and Revenue Certificates of Obligation, Serles 2006 in the
amount of $1,254 469 in addition to the $1,745,531 issued In 20086, fotaling $3,000,000 far the purpose
of constructing a waterling, pumps, and water storage tanks into the City to supply water needs to
residents. The interest on these bonds Is 4,25%. The final maturity date is February 1, 2046 and the
certificates were callable on February 1, 2016. The annual series principal payments range from
$30,000 to $155,000,

On Qctober 14, 2014, the City Issued $2,300,000 of General Obligation Refunding Bonds, Serles
2014A and $445,000 of Taxable General Obligation Refunding Bonds, Series 2014B. The debt was
issued to refund a portion of the City's outstanding debt to achieve a present vaiue debt service
savings, Net proceeds from the sale of the bonds totaled $2,693,929. The proceeds were placed with
an escrow agent to provide for all future debt payments of the refunded bonds, This refunding resulted
in a decrease in the City's debt service payments of $235,715, which resulted In an economic gain
{difierence between the present value of the debt service payments of the old debt and new debt) of
$211,816,

The City's current year payments for debt service included $158,437 of interest,

There are a number of limitations and restrictions contained in the general obligation bond indentures,
Management has indicated that the City Is in compliance with alf significant fimitations and restrictions.

5. Note Payable

in March 2012, the City purchased a fire fruck, which was financed with a note in the amount of
$168,804, The note bears interest at the rate of 3.84% with fixed annual payments of $20 464, The final
maturity date is in October 2020,

In May 2015, the City purchased a fire rescue truck, which was financed with a nofe In the amount of
$110,000. The note bears interest at the rate of 3,74% with fixed annual payments of $13,368. The final
maturity date is in September 2024,

G, Asslaned Fund Balance

Fund balances are assigned for the following purposes at September 30, 2018:

Ambulance $ 24269
Fire truck 51,580
Police cars, cameras, and other equipment 31,437
Animal contiol 5,958
City vehicles and heavy equipment 48 847
Senior citizens center 6,748
Police forfeiture 1561
Municipal court 369
Parks and recreation 6.198

Total $.176.547
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CITY OF ELECTRA, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 20118

Employees for the City of Electra were required to contribute 5% of thelr annual gross earnings during
the fiscal year. The coritribution rates for the City of Electra were 2% and 2,17% in calendar years 2017
and 2018, respectively, The city's contribufions to TMRS for the year ended September 30, 2018, were
$19,641, and were equal to the required contributions,

4, Net Pension Liability
The City's Net Pension Liability (NPL) was measured as of December 31, 2017, and the Total Pension
Liability (TPL) used to calculate the Net Pension Liability was determined by an actuarial valuation as of
that date. '

Actuarial assumptions:

The Total Penslon Liability in the December 31, 2017 actuarial valuation was determined using the
following actuarlal assumptions:

Inflation 2.5% per year
Overal} payrolf growth 2.4% per year
Investment Rate of Return 6.75%, net of pension plan investment expense, including inflation

Salary increases were based on a servicerelated table, Mortality rates for active members, retirees, and
beneficlaries were based on the gender-distinct RP2000 Combined Healthy Mortality Table, with male
rates multiplled by 109% and female rates muiltiplied by 103%. The rates are projected on a fully
generational baslis by seale BB to account for future mortality improvements, For disabled annuitants, the
gender-distinct RP2060 Comblined Healthy Mortality Tables with Blue Collar Adjustment are used with
males rates multiplied by 109% and female rates multiplied by 103% with a 3-year set-forward for both
males and females. In addition, a 3% minimum mortality rate is applied to refiect the Impaliment for
younger members who become disabled. The rates are projected on a fully generational basis by scale
BB to account for future mertality improvements subject to the 3% floor,

Actuarial assumptions used in the December 31, 2017, valuation were based on the results of actuarial
experlence studies, The experience study in TMRS was for the period from December 31, 2010 through
December 31, 2014, Healthy post-retirement mortality rates and annuity purchase rates were updated
based on a Mortality Experience Ihvestigation Study covering 2009 through 2011, and dated Decernber
31, 2013. These assumptions were first used In the December 31, 2013 valuation, along with a change
to the Entry Age Normal (EAN) actuarial cost method. Assumptions are reviewed annually. No additional
changes were made for the 2014 valuation, After the Asset Allocation Study analysls and experience
investigation study, the Board amended the long-term expected rate of retum on pension plan
investments from 7% to 6.76%, Plan assets are managed on a total return basis with an emphasis on
both capital appreciation as well as the production of Income, In order to satisfy the short-term amd long-
term funding needs of TMRS.

The long-term expected rate of return on pension plan investments was determined using a building-
black method in which best estimate ranges of expected future real rates of return (expected retume, net
of pension plan investment expense and inflation) are developed for each major asset class. These
ranges are combined to produce the long-term expected rate of retum by weighting the expected future
real rates of retum by the target asset allocation percentage and by adding expected Inflation. In
determining thelr best estimate of a recommended investment return assumption under the various
alternative asset allocation portfolios, GRS focused on the area between (1) arithmetic mean
{aggressive) without an adjustment for time (conservative) and (2) the geometric mean (consevative)
with an adjustment for time (aggressive). At ts meefing on July 30, 2015, the TMRS Board appioved a
new portfolio target allocation. The target allocation and best estimates of arithmetic reat rates of return
for each major asset class are summarized In the following table:
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Pension Plan Fiduciary Net Position

Detailed information about the pension plan's Fiduciary Net Paosition is available in a separately-issued
TMRS financial report. That report may be obtained on the Internet at www.fmrs.com.

6. Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related to
Pensions

For the year ended September 30, 2018, the city recognized pension expense of $36,443,

At September 30, 2018, the city reported deferred outflows of resources and deferred inflows of resources
refated to pensions from the following sources:

Deferred Deferred

Cutflows of Inflows of

Resources Resources
Differences between expected and actual economic experience $ 5,364 $ -
Changes in actuartal assumptions 3,651 -

Difference befween projected and actual investment earnings - (45.487)
Contributions subseguent to the measurement date 15,443 -

Total §.24.458 $.{45487)

$15,443 reported as deferred outflows of resources relaled to pensions resulting from contributions
stbsequent to the measurement date will be recognized as a reduction of the net pension liability for the year
-ending September 30, 2018, Other amounts reported as deferred outfiows and inflows of resources related to
pensions will be recognized in pension expense as follows:

Year ending December 31

2018 ‘ $ 10,235
2019 2,064
2020 (24,359)
2021 {24412)
Total 2 (36472)

I Postemployment Benefits Other Than Pensions (OPEB)

1. Plan Description

The Clty of Elecira participates in a cost sharing multiple-employer defined benefit group life Insurance
plan operated by the Texas Municipal Retirement System (TMRS) known as the Suppiemental Death
Benefits Fund (SDBF). The City elected, by ordinance, to participate in SBDF, and the Gy may
terminate coverage under and discontinue particlpation |n the SDBF by adopting an ordinance before
November 1 of any year to be effecfive the following January 1. No assets are accumulated In a trust that
meets the criteria In paragraph 4 of Statement 75,

2, Benefits Provided

The SBDF provides group-term life insurance coverage to both clirrent and retired employees. The death
berefit for active employees provides a lump-sum payment approximately equal to the employes's
annual salary (calculated based on the employee's actual eamings, for the 12-month perlod preceding
the month of death); retired employees are insured for $7,500,

At the December 31, 2017 valuation and measurement date, the following employees were coverad by
the benefit terms:

Inactive employees currently receiving benefits 14
Inactive employees entitled to but not yet receiving benefits .4
Active employees 2L

Total A5
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Sensitivity of the Total OPEB Liability to changes in the discount rate

The following presents the total OPEB Hability of the City, as well as what the City's total OPEB liability
would be if it were calculated using a discount rate that is 1-percentage-point lower (2.31 percent) or 1-
percentage-point higher (4,31% percent) than the current discount rate:

1% Decrease In 1% Increase In
Discount Rate Discount Rate Discount Rate
(2.31%) {3.31%) (4.31%)
City's total OPEB liability $111,383 £ 94,959 £81832
4, OPEB Expense and Deferred Outflows of Resources and Deferved Inflows of Resources Relted to
OPEB

For the year ended September 30, 2018, the City recognized OPER expense of $8,230,

At September 30, 2018, the City reported deferred outflows of resources and deferred inflows of
resources related to OPEB from the following sources:

Deferred Qutflows Deferred inflows of
of Resources Resources
Changes In actuarlal assumptions $ 5195 $ -
Contributions subsequent to the measurement date

1,779

Total $ 6974 s -

$1,779 reported as deferred outflows of resources related to OPEB resulting from contibutions
subsequent to the measurement date will be recognized as a reduction of the net pension lability for the
year ending September 30, 2018, Other amounts reported as deferred outflows and inflows of resources
related to OPEB will be recognized in OPEB expense as follows:

Year ending
December 31,

2018 $ 1,264
2019 1,264
2020 1,264
2021 1,264
2022 139

Thereafter -
Total $ 5185

J. Risk Management

The City {s exposed to various risks of loss related to torts, theft, damage or destruction of assets, eqors and
omissions, infuries to employees, and natural disasters. The City malntains general liability coverage at a cost
that is considered to be economically justifiable by joining together with other governmental entities In the state
as a member of the Texas Municipal League Intergovernmental Risk Pool (TML), TML is a self-funded pocl
operating as & common risk management and insurance program. The City pays an annual premium to TML
for ite insurance coverage. The agreement for the formation of TML provides that TML will be self-sestaining
through member premiums and will relnsure through commercial companies for claims in excess of aceptable
risk levels; however, each category of coverage has its own level of reinsurance. The City confinues to carry
commercial insurance for other risks of loss. There were no significant reductions in commercial insurance
coverage in the past fiscal year and settied claims resulting from these risks have not exceeded cowerage n
any of the past three fiscal years,
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MUNICIPAL BOND
=%

"' BAM INSURANCE POLICY

ISSUER: [NAME OF ISSUER] Policy No:
MEMBER: [NAME OF MEMBER]

BONDS: $ in aggregate principal Effective Date:
amount of [NAME OF TRANSACTION]
[and maturing on]
Risk Premium;#" $
Member Surplus Contribution: $
Total Insurance Rayment: $

BUILD AMERICA MUTUAL ASSURANCE COMPANY (“BAM?”), for considerationyreceived, hereby UNCONDITIONALLY
AND IRREVOCABLY agrees to pay to the trustee (the “Trustee”) or paying,agent (the “Paying Agent”) for the Bonds named above (as set
forth in the documentation providing for the issuance and securing of the Bonds), for, the benefit/of the Owners or, at the election of BAM,
directly to each Owner, subject only to the terms of this Policy (which includes each endorsement hereto), that portion of the principal of and
interest on the Bonds that shall become Due for Payment but shallde unpaid by teason of Nonpayment by the Issuer.

On the later of the day on which such principal and interest becomes Duefor Payment or the first Business Day following the
Business Day on which BAM shall have received Noticesof Nonpayment, BAM will/disburse (but without duplication in the case of duplicate
claims for the same Nonpayment) to or for the benefit/of each Owner of the Bonds, the face amount of principal of and interest on the Bonds
that is then Due for Payment but is then unpaid by réason of Nonpayment by the Issuer, but only upon receipt by BAM, in a form reasonably
satisfactory to it, of (a) evidence of the Owner’s right to receive payment of such principal or interest then Due for Payment and (b) evidence,
including any appropriate instruments of assignment, that all of the Owner’s rights with respect to payment of such principal or interest that is
Due for Payment shall thereupon vest in BAM. A Notice of Nonpayment will be deemed received on a given Business Day if it is received
prior to 1:00 p.m. (New York time) on such Business Day; otherwise, it will be deemed received on the next Business Day. If any Notice of
Nonpayment received by BAM is incomplete, it shall be'deemed not to have been received by BAM for purposes of the preceding sentence,
and BAM shall promptly so advise the Trustee, Paying Agent or Owner, as appropriate, any of whom may submit an amended Notice of
Nonpayment. Upon disbursement under thisdPolicy in respect of a Bond and to the extent of such payment, BAM shall become the owner of
such Bond, any appurtenant coupon to'such Bond and right to receipt of payment of principal of or interest on such Bond and shall be fully
subrogated to the rights of the"Owner, including the4Owner’s right to receive payments under such Bond. Payment by BAM either to the
Trustee or Paying Agenf for the benefit of the Owners, or directly to the Owners, on account of any Nonpayment shall discharge the
obligation of BAM under this Policy with respectto said Nonpayment.

Except, to the extentfexpressly modified by an endorsement hereto, the following terms shall have the meanings specified for all
purposes of this'Pelicy. “Business Day” means any day other than (a) a Saturday or Sunday or (b) a day on which banking institutions in the
State of Néw York or the Insurer’s,Eiscal Agent (as defined herein) are authorized or required by law or executive order to remain closed.
“Due for Payment” means, (a) when referring to the principal of a Bond, payable on the stated maturity date thereof or the date on which the
same shall have'been duly called for mandatory sinking fund redemption and does not refer to any earlier date on which payment is due by
reason of callfor redemption (other than by mandatory sinking fund redemption), acceleration or other advancement of maturity (unless BAM
shall elect, in its sole diseretion, to pay such principal due upon such acceleration together with any accrued interest to the date of
acceleration) andy(b) when referring to interest on a Bond, payable on the stated date for payment of interest. “Nonpayment” means, in respect
of a Bond, the failure of the Issuer to have provided sufficient funds to the Trustee or, if there is no Trustee, to the Paying Agent for payment
in full of all principal and interest that is Due for Payment on such Bond. “Nonpayment” shall also include, in respect of a Bond, any payment
made to an Owner by or on behalf of the Issuer of principal or interest that is Due for Payment, which payment has been recovered from such
Owner pursuant to the United States Bankruptcy Code in accordance with a final, nonappealable order of a court having competent jurisdiction.
“Notice” means delivery to BAM of a notice of claim and certificate, by certified mail, email or telecopy as set forth on the attached Schedule or
other acceptable electronic delivery, in a form satisfactory to BAM, from and signed by an Owner, the Trustee or the Paying Agent, which notice
shall specify (a) the person or entity making the claim, (b) the Policy Number, (c) the claimed amount, (d) payment instructions and (e) the date such
claimed amount becomes or became Due for Payment. “Owner” means, in respect of a Bond, the person or entity who, at the time of Nonpayment, is
entitled under the terms of such Bond to payment thereof, except that “Owner” shall not include the Issuer, the Member or any other person or entity
whose direct or indirect obligation constitutes the underlying security for the Bonds.



BAM may appoint a fiscal agent (the “Insurer’s Fiscal Agent”) for purposes of this Policy by giving written notice to the Trustee, the
Paying Agent, the Member and the Issuer specifying the name and notice address of the Insurer’s Fiscal Agent. From and after the date of receipt of
such notice by the Trustee, the Paying Agent, the Member or the Issuer (a) copies of all notices required to be delivered to BAM pursuant to this
Policy shall be simultaneously delivered to the Insurer’s Fiscal Agent and to BAM and shall not be deemed received until received by both and (b) all
payments required to be made by BAM under this Policy may be made directly by BAM or by the Insurer’s Fiscal Agent on behalf of BAM. The
Insurer’s Fiscal Agent is the agent of BAM only, and the Insurer’s Fiscal Agent shall in no event be liable to the Trustee, Paying Agent or any Owner
for any act of the Insurer’s Fiscal Agent or any failure of BAM to deposit or cause to be deposited sufficient funds to make payments due under this
Policy.

To the fullest extent permitted by applicable law, BAM agrees not to assert, and hereby waives, only for the benefit of each Owner, all
rights (whether by counterclaim, setoff or otherwise) and defenses (including, without limitation, the defense of fraud)g whether acquired by
subrogation, assignment or otherwise, to the extent that such rights and defenses may be available to BAM to avoid payment of'its obligations under
this Policy in accordance with the express provisions of this Policy. This Policy may not be canceled or revoked.

This Policy sets forth in full the undertaking of BAM and shall not be modified, altered or affected by any otherragreementyor instrument,
including any modification or amendment thereto. Except to the extent expressly modified by an endorsement héreto, any premium paid in respect of
this Policy is nonrefundable for any reason whatsoever, including payment, or provision being made for payment, of'the Bonds prior to maturity.
THIS POLICY IS NOT COVERED BY THE PROPERTY/CASUALTY INSURANCE SECURITY FUND SPECIFIED IN ARTICLE 76 OF THE
NEW YORK INSURANCE LAW. THIS POLICY IS ISSUED WITHOUT CONTINGENT MUTUAISLIABILITY FOR ASSESSMENT.

In witness whereof, BUILD AMERICA MUTUAL ASSURANCE COMPANY has cdused this Policy to be executed on its behalf by its
Authorized Officer.

BUILD AMERICA MUTUAL ASSURANCE COMPANY

By:

Authorized Officer



Notices (Unless Otherwise Specified by BAM)

Email:

claims@buildamerica.com
Address:

1 World Financial Center, 27" floor

200 Liberty Street

New York, New York 10281
Telecopy:

212-962-1524 (attention: Claims)

%
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Financial Advisory Services
Provided By

HilltopSecurities m

A Hilltop Holdings Company.
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