OFFICIAL NOTICE OF SALE, OFFICIAL BID FORM
and
PRELIMINARY OFFICIAL STATEMENT

$4,025,000*

SPRING HILL INDEPENDENT SCHOOL DISTRICT
(Gregg County, Texas)

Unlimited Tax Refunding Bonds
Series 2020

Bids Due
October 14, 2020
at 10:00 a.m., Central Time

*Preliminary, subject to change. See “THE BONDS — ADJUSTMENT OF PRINCIPAL AMOUNT AND MATURITY SCHEDULE FOR THE BONDS” herein.



This Official Notice of Sale does not alone constitute an invitation for bids but is merely notice of sale of the Bonds defined and described herein. The invitation
for bids on the Bonds is being made by means of this Official Notice of Sale, the Official Bid Form and the Preliminary Official Statement.

OFFICIAL NOTICE OF SALE

$4,025,000*
SPRING HILL INDEPENDENT SCHOOL DISTRICT
(A political subdivision of the State of Texas located in Gregg County, Texas)

UNLIMITED TAX REFUNDING BONDS, SERIES 2020
THE SALE

BONDS OFFERED FOR SALE AT COMPETITIVE BID: The Board of Trustees (the “Board”) of the Spring Hill Independent School
District (the “District” or the “Issuer") is offering for sale at competitive bid its $4,025,000* Unlimited Tax Refunding Bonds, Series
2020 (the "Bonds"). Bidders may submit bids for the Bonds by either of the following methods:

(1) Submit bids electronically as described below in “BIDS BY INTERNET;” or
(2) Submit bids by facsimile as described below in “BIDS BY FACSIMILE.”

BIDS BY INTERNET: Interested bidders may, at their option and risk, submit their bid by electronic media, as described below, by
10:00 A.M. Central Time, on October 14, 2020. Bidders submitting a bid by internet shall not be required to submit signed Official
Bid Forms prior to the award. Any prospective bidder that intends to submit an electronic bid must submit its electronic bid via the
facilities of the i-Deal, LLC Parity System (“PARITY”) and should, as a courtesy, register with PARITY by 9:00 A.M., Central Time,
on October 14, 2020 indicating their intent to submit a bid by internet.

In the event of a malfunction in the electronic bidding process, bidders may submit their bids by facsimile, as described below. Any
bid received after the scheduled time for their receipt will not be accepted.

The official time for the receipt of bids shall be the time maintained by PARITY. All electronic bids shall be deemed to incorporate
the provisions of the Official Notice of Sale, Official Bid Form, and the Preliminary Official Statement. To the extent that any
instructions or directions set forth in PARITY conflict with this Official Notice of Sale, the terms of this Official Notice of Sale shall
control. For further information about the PARITY System, potential bidders may contact i-Deal LLC at 1359 Broadway, 2" Floor,
New York, New York 10018, Telephone 212-849-5021.

An electronic bid made through the facilities of the PARITY System shall be deemed an irrevocable offer to purchase the Bonds on
the terms provided in this Official Notice of Sale, and shall be binding upon the bidder as if made by a signed, sealed bid delivered
to the Issuer. The Issuer shall not be responsible for any malfunction or mistake made by, or as a result of the use of PARITY, the
use of such facilities being the sole risk of the prospective bidder.

BIDS BY FACSIMILE: Interested bidders may, at their option and risk, submit their bid by facsimile to the District's Financial
Advisor, SAMCO Capital Markets, Inc., Attention: Mr. Doug Whitt at (214) 279-8683 by 10:00 A.M., Central Time, on October 14,
2020. Bidders submitting a bid by facsimile shall not be required to submit signed Official Bid Forms prior to the award. Any
prospective bidder that intends to submit a bid by facsimile should, as a courtesy, submit an email message to
dwhitt@samcocapital.com by 9:00 A.M., Central Time, on October 14, 2020 indicating their intent to submit a bid by facsimile.

Neither the District nor SAMCO Capital Markets, Inc. is responsible for any failure of the Financial Advisor’s or the bidder’s fax machine.
Bids received by facsimile after the bid deadline will not be accepted. Bidders who fax bids do so at their own risk. All such bids are
binding on the bidder.

PLACE AND TIME OF BID OPENING: The bids for the Bonds will be opened at the District’s offices at 10:00 A.M. Central Time,
on October 14, 2020.

AWARD OF THE BONDS: In the order authorizing the Bonds adopted on June 8, 2020 (the “Order”), the Board has delegated
authority to certain District officials (each, an “Authorized Official”) the authority to execute a pricing certificate (the “Approval
Certificate”) and to establish the final terms and effectuate the sale of the Bonds, which terms will be evidenced in the Approval
Certificate. Upon the opening of the bids as described above, the Authorized Official shall award the Bonds by executing the Official
Bid Form and the Approval Certificate. The District, acting through the Authorized Official, reserves the right to reject any and all
bids and to waive any irregularities except time of submission.

THE BONDS

DESCRIPTION: The Bonds will be dated November 1, 2020 (the “Dated Date”) with interest payable initially on February 15, 2021 and
semiannually thereafter on each February 15 and August 15 until stated maturity or prior redemption. The Bonds will be issued as fully
registered obligations in book-entry form only and when issued will be registered in the name of Cede & Co., as nominee of The
Depository Trust Company (“DTC”), New York, New York. DTC will act as securities depository (the “Securities Depository”). Book-
entry interests in the Bonds 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 certificates 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 BOKF, NA, Dallas, Texas as Paying Agent/Registrar, to the Securities Depository, which will in turn remit such
principal and interest to its Participants, which will in turn remit such principal and interest to the Beneficial Owners of the Bonds.
(See “BOOK-ENTRY-ONLY SYSTEM” in the Preliminary Official Statement.)

*Preliminary, subject to change. See “THE BONDS — ADJUSTMENT OF PRINCIPAL AMOUNT AND MATURITY SCHEDULE FOR THE BONDS”
herein.



MATURITY SCHEDULE: The Bonds will be stated to mature on February 15 in each of the following years in the following amounts:

Principal Principal

Maturity Amount® Maturity Amount*®
2021 $95,000 2031 $50,000
2022 795,000 2032 55,000
2023 685,000 2033 55,000
2024 45,000 2034 55,000
2025 45,000 2035 60,000
2026 45,000 2036 55,000
2027 50,000 2037 60,000
2028 50,000 2038 60,000
2029 50,000 2039 825,000
2030 50,000 2040 840,000

ADJUSTMENT OF PRINCIPAL AMOUNT AND MATURITY SCHEDULE FOR THE BONDS: After selecting the winning bid, the
aggregate principal amount of the Bonds and the principal amortization schedule may be adjusted as determined by the District and its
Financial Advisor in $5,000 increments to reflect the actual interest rates and to create a substantially level debt service schedule for the
District. Such adjustments will not change the aggregate principal amount of the Bonds by more than 10% from the amount set forth
herein or change the principal amount due on the Bonds in any year by more than 20% (excluding maturities 2021 and 2024 through
2038). The dollar amount bid for the Bonds by the winning bidder will be adjusted proportionately to reflect any increase or decrease in
the aggregate principal amount of the Bonds finally determined to be issued. The District will use its best efforts to communicate to the
winning bidder any such adjustment within four (4) hours after the opening of the bids. Purchaser's compensation will be based upon
the final par amount after any adjustment thereto, subsequent to the receipt and tabulation of the winning bid, within the aforementioned
parameters.

In the event of any adjustment of the maturity schedule for the Bonds as described above, no rebidding or recalculation of the proposals
submitted will be required or permitted. Any such adjustment of the aggregate principal amount of the Bonds and/or the maturity
schedule for the Bonds made by the District or its Financial Advisor shall be subsequent to the award of the Bonds to the winning bidder
as determined pursuant to “CONDITIONS OF THE SALE — BASIS OF AWARD” herein and shall not affect such determination. The
winning bidder may not withdraw its bid as a result of any changes made within the aforementioned limits.

SERIAL BONDS AND/OR TERM BONDS: Bidders may provide that all of the Bonds be issued as serial maturities or may provide that
maturities 2031 through 2040 be combined into one or more term bonds (the “Term Bonds”).

MANDATORY SINKING FUND REDEMPTION: If the successful bidder designates principal amounts of the Bonds to be combined
into one or more Term Bonds, each such Term Bond will be subject to mandatory sinking fund redemption commencing on February 15
of the first year which has been combined to form such Term Bond and continuing on February 15 in each year thereafter until the
stated maturity date of that Term Bond. The amount redeemed in any year will be equal to the principal amount for such year set forth
in the table above under the caption “MATURITY SCHEDULE” (subject to adjustment as provided in “ADJUSTMENT OF PRINCIPAL
AMOUNT AND MATURITY SCHEDULE FOR THE BONDS”). Term Bonds to be redeemed in any year by mandatory sinking fund
redemption will be redeemed at par and will be selected by lot from among the Term Bonds then subject to redemption. The District, at
its option, may credit against any mandatory sinking fund redemption requirement Term Bonds of the maturity then subject to
redemption which have been purchased and canceled by the District or have been redeemed and not theretofore applied as a credit
against any mandatory sinking fund redemption requirement.

OPTIONAL REDEMPTION: The Bonds maturing on or after February 15, 2031 are subject to redemption at the option of the District
in whole or in part on August 15, 2030 or any date thereafter, at a price equal to the principal amount thereof, plus accrued interest
to the date of redemption.

QUALIFIED TAX-EXEMPT OBLIGATIONS: The District will designate the Bonds as “qualified tax-exempt obligations” for financial
institutions. (See “TAX MATTERS - Qualified Tax-Exempt Obligations” in the Preliminary Official Statement.)

AUTHORITY FOR ISSUANCE AND SECURITY FOR PAYMENT: The Bonds are being issued pursuant to the Constitution and
general laws of the State of Texas, including, particularly, Chapter 1207, Texas Government Code, as amended, and the Order. As
permitted by the provisions of Chapter 1207, the Board, in the Order, delegated the authority to certain District officials to execute a
pricing certificate (the “Approval Certificate”) establishing the final pricing terms for the Bonds. The Bonds are direct obligations of
the District and are payable as to both principal and interest from ad valorem taxes to be levied annually on all taxable property
within the District, without legal limitation as to rate or amount. (See “THE BONDS — Security” in the Preliminary Official Statement.)

PERMANENT SCHOOL FUND GUARANTEE: The District has received conditional approval from the Texas Education Agency
for the payment of principal of and interest on the Bonds to be guaranteed under the Permanent School Fund Guarantee Program,
which guarantee will automatically become effective when the Attorney General of Texas approves the Bonds. (See “THE
PERMANENT SCHOOL FUND GUARANTEE PROGRAM” in the Preliminary Official Statement.)

PAYING AGENT/REGISTRAR: The initial Paying Agent/Registrar is BOKF, NA, Dallas, Texas. In the Order, the District covenants
to provide a Paying Agent/Registrar at all times while the Bonds are outstanding, and any Paying Agent/Registrar selected by the
District shall be a commercial bank or trust company organized under the laws of the United States and any state and duly qualified and
legally authorized to serve and perform the duties of the Paying Agent/Registrar for the Bonds. The Paying Agent/Registrar will
maintain the Security Register containing the names and addresses of the registered owners of the Bonds.

In the Order the District retains the right to replace the Paying Agent/Registrar. If the Paying Agent/Registrar is replaced by the District,
such Paying Agent/Registrar, promptly upon the appointment of a successor, is required to deliver the Security Register to the
successor Paying Agent/Registrar.

In the event there is a change in the Paying Agent/Registrar, the District has agreed to notify each registered owner of the Bonds by
United States mail, first-class postage prepaid, at the address in the Security Register, stating the effective date of the change and the
mailing address of the successor Paying Agent/Registrar.

*Preliminary, subject to change. See “THE BONDS — ADJUSTMENT OF PRINCIPAL AMOUNT AND MATURITY SCHEDULE FOR THE BONDS”
herein.
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BOOK-ENTRY-ONLY SYSTEM: The District intends to utilize the Book-Entry-Only System of DTC with respect to the issuance of
the Bonds. See “BOOK-ENTRY-ONLY SYSTEM?” in the Preliminary Official Statement.

OFFICIAL STATEMENT AND OTHER TERMS AND COVENANTS IN THE ORDER: Further details regarding the Bonds and
](c:erta“n covenants of the District contained in the Order are set forth in the Preliminary Official Statement, to which reference is made
or all purposes.

CONDITIONS OF THE SALE

TYPES OF BIDS AND INTEREST RATES: The Bonds will be sold in one block, on an "All or None" basis, and at a price of not less
than their par value, plus accrued interest on the Bonds from the Dated Date of the Bonds to the date of Initial Delivery (defined herein)
of the Bonds. No bid producing a cash premium on the Bonds that results in a dollar price of less than $101.50 nor greater
than $112.00 will be considered; provided, however, that any bid is subject to adjustment as described under the caption
“THE BONDS - ADJUSTMENT OF PRINCIPAL AMOUNT AND MATURITY SCHEDULE FOR THE BONDS.” Bidders are invited to
name the rate(s) of interest to be borne by the Bonds, provided that each rate bid must be in a multiple of 1/8 of 1% or 1/20 of 1% and
the net effective interest rate for the Bonds (calculated in the manner required by Chapter 1204, as amended, Texas Government
Code) must not exceed 15%. The highest rate bid may not exceed the lowest rate bid by more than 300 basis points (or 3.00%
in rate). No limitation is imposed upon bidders as to the number of rates or changes which may be used. All Bonds of one
stated maturity must bear one and the same rate. No bids involving supplemental interest rates will be considered.

BASIS OF AWARD: The sale of the Bonds will be awarded to the bidder making a bid that conforms to the specifications herein
and which produces the lowest True Interest Cost (defined herein) rate on the Bonds to the District. The “True Interest Cost”
rate is that rate which, when used to compute the total present value as of the Dated Date of all debt service payments on the
Bonds on the basis of semi-annual compounding, produces an amount equal to the sum of the par value of the Bonds plus the
premium bid (but not interest accrued from the Dated Date to the date of their Initial Delivery). In the event of a bidder’s error in
interest cost rate calculations, the interest rates, and premium set forth in the Official Bid Form will be considered as the intended
bid.

In order to provide the District with information required to enable it to comply with certain conditions of the Internal Revenue Code
of 1986, as amended (the “Code”) relating to the exclusion of interest on the Bonds from the gross income of their owners, the
Purchaser will be required to complete, execute, and deliver to the District (on or before the date of Initial Delivery of the Bonds) a
certification as to their "issue price" (the “Issue Price Certificate”) in the form and to the effect attached hereto or accompanying this
Official Notice of Sale, subject to the conditions set forth in “ESTABLISHMENT OF ISSUE PRICE” below.

ESTABLISHMENT OF ISSUE PRICE:

(a) The winning bidder shall assist the District in establishing the issue price of the Bonds and shall execute and deliver to the
District by the date of Initial Delivery an “issue price” or similar certificate setting forth the reasonably expected initial offering price to
the public, together with the supporting pricing wires or equivalent communications, such issue price certificate substantially in the
form attached hereto, with such modifications as may be appropriate or necessary, in the reasonable judgment of the winning
bidder, the District, and Norton Rose Fulbright US LLP, the District’'s Bond Counsel (but not to the extent that would preclude the
establishment of issue price of the Bonds under applicable federal regulations). All actions to be taken by the District under this
Official Notice of Sale to establish the issue price of the Bonds may be taken on behalf of the District by the District’s Financial
Advisor and any notice or report to be provided to the District may be provided to the District’'s Financial Advisor.

(b) The District intends that the provisions of Treasury Regulation Section 1.148-1(f)(3)(i) (defining “competitive sale” for
purposes of establishing the issue price of the Bonds) will apply to the initial sale of the Bonds (the “competitive sale requirements”)
because:

(1) the District shall disseminate this Official Notice of Sale to potential underwriters (defined below) in a manner that
is reasonably designed to reach potential underwriters;

(2) all bidders shall have an equal opportunity to bid;

3) the District may receive bids from at least three underwriters of municipal bonds who have established industry

reputations for underwriting new issuances of municipal bonds; and

(4) the District anticipates awarding the sale of the Bonds to the bidder who submits a firm offer to purchase the
Bonds at the highest price (or lowest interest cost), as set forth in this Official Notice of Sale.

Any bid submitted pursuant to this Official Notice of Sale shall be considered a firm offer for the purchase of the Bonds, as specified
in the bid.

(c) In the event that the competitive sale requirements are not satisfied, the District shall so advise the winning bidder. In
such event, the District intends to treat the initial offering price to the public (defined below) as of the sale date (defined below) of
each maturity of the Bonds as the issue price of that maturity (the “hold-the-offering-price rule”). The District shall promptly advise
the winning bidder, at or before the time of award of the Bonds, if the competitive sale requirements were not satisfied, in which
case the hold-the-offering-price rule shall apply to the Bonds. Bids will not be subject to cancellation in the event that the
competitive sale requirements are not satisfied and the hold-the-offering-price rule applies. In the event that the competitive
sale requirements are not satisfied, resulting in the application of the hold-the-offering price rule, the issue price certificate shall be
modified as necessary in the reasonable judgment of Bond Counsel and the District.

(d) By submitting a bid, the winning bidder shall (i) confirm that the underwriters have offered or will offer the Bonds to the
public on or before the date of award at the offering price or prices (the “initial offering price”), or at the corresponding yield or yields,
set forth in the bid submitted by the winning bidder and (ii) agree, on behalf of the underwriters participating in the purchase of the
Bonds, that the underwriters will neither offer nor sell unsold Bonds of any maturity to which the hold-the-offering-price rule applies
to any person at a price that is higher than the initial offering price to the public during the period starting on the sale date and
ending on the earlier of the following:

1) the close of the fifth (5") business day after the sale date; or



(2) the date on which the underwriters have sold at least 10% of that maturity of the Bonds to the public at a price
that is no higher than the initial offering price to the public.

The winning bidder shall promptly advise the District when the underwriters have sold 10% of that maturity of the Bonds to the
public at a price that is no higher than the initial offering price to the public, if that occurs prior to the close of the fifth (5th) business
day after the sale date.

(e) The District acknowledges that, in making the representation set forth above, the winning bidder will rely on (i) the
agreement of each underwriter to comply with the hold-the-offering-price rule, as set forth in an agreement among underwriters and
the related pricing wires, (ii) in the event a selling group has been created in connection with the initial sale of the Bonds to the
public, the agreement of each dealer who is a member of the selling group to comply with the hold-the-offering-price rule, as set
forth in a selling group agreement and the related pricing wires, and (iii) in the event that an underwriter is a party to a retail or other
third-party distribution agreement that was employed in connection with the initial sale of the Bonds to the public, the agreement of
each broker-dealer that is a party to such agreement to comply with the hold-the-offering-price rule, as set forth in the retail or other
third-party distribution agreement and the related pricing wires. The District further acknowledges that each underwriter shall be
solely liable for its failure to comply with its agreement regarding the hold-the-offering-price rule and that no underwriter shall be
liable for the failure of any other underwriter, or of any dealer who is a member of a selling group, or of any broker-dealer that is a
party to a retail or other third-party distribution agreement to comply with its corresponding agreement regarding the hold-the-
offering-price rule as applicable to the Bonds.

) By submitting a bid, each bidder confirms that: (i) any agreement among underwriters, any selling group agreement and
each retail or other third-party distribution agreement (to which the bidder is a party) relating to the initial sale of the Bonds to the
public, together with the related pricing wires, contains or will contain language obligating each underwriter, each dealer who is a
member of the selling group, and each broker-dealer that is a party to such retail or other third-party distribution agreement, as
applicable, to comply with the hold-the-offering-price rule, if applicable, in each case if and for so long as directed by the winning
bidder and as set forth in the related pricing wires, and (ii) any agreement among underwriters relating to the initial sale of the Bonds
to the public, together with the related pricing wires, contains or will contain language obligating each underwriter that is a party to a
retail or other third-party distribution agreement to be employed in connection with the initial sale of the Bonds to the public to
require each broker-dealer that is a party to such retail or other third-party distribution agreement to comply with the hold-the-
offering-price rule, if applicable, in each case if and for so long as directed by the winning bidder or such underwriter and as set forth
in the related pricing wires.

(9) Sales of any Bonds to any person that is a related party (defined below) to an underwriter shall not constitute sales to the
public for purposes of this Official Notice of Sale. Further, for purposes of this section of the Official Notice of Sale entitled
“*ESTABLISHMENT OF ISSUE PRICE”™:

(1) “public” means any person other than an underwriter or a related party,

(2) “underwriter” means (A) any person that agrees pursuant to a written contract with the District (or with the lead
underwriter to form an underwriting syndicate) to participate in the initial sale of the Bonds to the public and (B)
any person that agrees pursuant to a written contract directly or indirectly with a person described in clause (A)
to participate in the initial sale of the Bonds to the public (including a member of a selling group or a party to a
retail or other third-party distribution agreement participating in the initial sale of the Bonds to the public),

3) a purchaser of any of the Bonds is a “related party” to an underwriter if the underwriter and the purchaser are
subject, directly or indirectly, to (i) more than 50% common ownership of the voting power or the total value of
their stock, if both entities are corporations (including direct ownership by one corporation of another), (ii)) more
than 50% common ownership of their capital interests or profits interests, if both entities are partnerships
(including direct ownership by one partnership of another), or (iii) more than 50% common ownership of the
value of the outstanding stock of the corporation or the capital interests or profit interests of the partnership, as
applicable, if one entity is a corporation and the other entity is a partnership (including direct ownership of the
applicable stock or interests by one entity of the other), and

(4) “sale date” means the date that the Bonds are awarded by the District to the winning bidder.

GOOD FAITH DEPOSIT: A bank cashier's check, payable to the order of “Spring Hill Independent School District”, in the amount of
$80,500 which is 2% of the proposed par value of the Bonds (the “Good Faith Deposit"), is required to accompany any bid. The
Good Faith Deposit of the Purchaser will be retained uncashed by the District pending the Purchaser's compliance with the terms of
its bid and this Official Notice of Sale. In the event the Purchaser should fail or refuse to take up and pay for the Bonds in
accordance with its bid, then said check shall be cashed and accepted by the District as full and complete liquidated damages. The
Good Faith Deposit may accompany the Official Bid Form or it may be submitted separately; however, if submitted separately, it
shall be made available to the District prior to the opening of the bids, and shall be accompanied by instructions from the bank on
which it is drawn which authorizes its use as a Good Faith Deposit by the Purchaser who shall be named in such instructions. The
Good Faith Deposit of the Purchaser will be returned to the Purchaser on the date of Initial Delivery. No interest will be
allowed on the Good Faith Deposit. Checks accompanying bids other than the winning bid will be returned promptly after the bids
are opened, and an award of the Bonds has been made by the District.

ADDITIONAL CONDITION OF AWARD — DISCLOSURE OF INTERESTED PARTY FORM:

New obligation of the District to receive information from winning bidder if bidder is not a publicly traded business entity (a “Privately
Held Bidder”). Effective January 1, 2018, pursuant to Texas Government Code Section 2252.908 (the “Interested Party Disclosure
Act”), the District may not award the Bonds to a winning bidder which is a Privately Held Bidder unless such party submits a
Certificate of Interested Parties Form 1295 (the “Disclosure Form”) to the District as prescribed by the Texas Ethics Commission
(“TEC”). In the event that a Privately Held Bidder’s bid for the Bonds is the best bid received, the District, acting through its financial
advisor, will promptly notify the winning Privately Held Bidder. That notification will serve as the District's conditional verbal
acceptance of the bid, and will obligate the winning Privately Held Bidder to establish (unless such winning Privately Held Bidder
has previously so established) an account with the TEC, and promptly file a completed Disclosure Form, as described below, in
order to allow the District to complete the award.

Process for completing the Disclosure Form. For purposes of illustration, the Disclosure Form is attached hereto, and reference
should be made to such form for the following information needed to complete it: (a) item 2 — name of the governmental entity
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(Spring Hill Independent School District) and (b) item 3 — the identification number assigned to this contract by the District (0001)
and description of the goods or services (Purchase of the Spring Hill Independent School District Unlimited Tax Refunding Bonds,
Series 2020). The Interested Party Disclosure Act and the rules adopted by the TEC with respect thereto (the “Disclosure Rules”)
require a non-publicly traded business entity contracting with the District to complete the Disclosure Form electronically at
https://www.ethics.state.tx.us/main/file.htm, print, sign, and deliver, in physical form, the certified Disclosure Form that is generated
by the TEC’s “electronic portal” to the District. The Disclosure Form must be sent by email, to the District’s financial advisor at
dwhitt@samcocapital.com, as soon as possible following the notification of conditional verbal acceptance and prior to the final
written award. Upon receipt of the final written award, the Disclosure Form with original signatures must be submitted by mail to
Kristen Savant, c/o Norton Rose Fulbright US LLP, 2200 Ross Avenue, Suite 3600, Dallas, Texas 75201.

Preparations for completion, and the significance of, the reported information. In accordance with the Interested Party Disclosure
Act, the information reported by the winning Privately Held Bidder must be declared by an authorized agent of the Privately Held
Winning Bidder. No exceptions may be made to that requirement. The Interested Party Disclosure Act and the Disclosure Form
provides that such acknowledgment is made “under penalty of perjury.” Consequently, a winning Privately Held Bidder should take
appropriate steps prior to completion of the Disclosure Form to familiarize itself with the Interested Party Disclosure Act, the
Disclosure Rules and the Disclosure Form. Time will be of the essence in submitting the form to the District, and no final award will
be made by the District regarding the sale of the Bonds until a completed Disclosure Form is received. If applicable, the District
reserves the right to reject any bid that does not satisfy the requirement of a completed Disclosure Form, as described herein.
Neither the District nor its consultants have the ability to verify the information included in a Disclosure Form, and neither party has
an obligation nor undertakes responsibility for advising any bidder with respect to (1) the bidder’s obligation to submit the Disclosure
Form or (2) the proper completion of the Disclosure Form. Consequently, an entity intending to bid on the Bonds should consult its
own advisors to the extent it deems necessary and be prepared to submit the completed form, if required, promptly upon natification
from the District that its bid is the conditional winning bid. Instructional videos on logging in and creating a certificate are provided
on the TEC’s website at https://www.ethics.state.tx.us/whatsnew/elf info_form1295.htm.

ADDITIONAL CONDITION OF AWARD - COMPLIANCE WITH H.B. 89 AND S.B. 252, 85TH TEXAS LEGISLATURE:

Each bidder, through submittal of an executed Official Bid Form, hereby verifies that it and its parent company, wholly- or majority-
owned subsidiaries, and other affiliates, if any, do not boycott Israel and, to the extent this Notice of Sale and Official Bid Form is a
contract for goods or services, will not boycott Israel during the term of this agreement. The foregoing verification is made solely to
comply with Section 2271.002, Texas Government Code, and to the extent such Section does not contravene applicable Texas or
Federal law. As used in the foregoing verification, ‘boycott Israel’ means refusing to deal with, terminating business activities with, or
otherwise taking any action that is intended to penalize, inflict economic harm on, or limit commercial relations specifically with
Israel, or with a person or entity doing business in Israel or in an Israeli-controlled territory, but does not include an action made for
ordinary business purposes. Each bidder, through submittal of an executed Official Bid Form, understands ‘affiliate’ to mean an
entity that controls, is controlled by, or is under common control with the bidder and exists to make a profit.

Each bidder, through submittal of an executed Official Bid Form, hereby represents that neither it nor any of its parent company,
wholly- or majority-owned subsidiaries, and other affiliates is a company identified on a list prepared and maintained by the Texas
Comptroller of Public Accounts under Section 2252.153 or Section 2270.0201, Texas Government Code, and posted on any of the
following pages of such officer’s internet website:

https://comptroller.texas.gov/purchasing/docs/sudan-list.pdf,
https://comptroller.texas.gov/purchasing/docs/iran-list.pdf, or
https://comptroller.texas.gov/purchasing/docs/fto-list.pdf.

The foregoing representation is made solely to comply with Section 2252.152, Texas Government Code, and to the extent such
Section does not contravene applicable Texas or Federal law and excludes the bidder and each of its parent company, wholly- or
majority-owned subsidiaries, and other affiliates, if any, that the United States government has affirmatively declared to be excluded
from its federal sanctions regime relating to Sudan or Iran or any federal sanctions regime relating to a foreign terrorist organization
Each bidder, through submittal of an executed Official Bid Form, understands “affiliate” to mean any entity that controls, is controlled
by, or is under common control with the bidder and exists to make a profit.

IMPACT OF BIDDING SYNDICATE ON AWARD: For purposes of contracting for the sale of the Bonds, the entity signing the bid
form as Purchaser shall be solely responsible for the payment of the purchase price of the Bonds. The Purchaser may serve as a
syndicate manager and contract under a separate agreement with other syndicate members. However, the District is not a party to
that agreement and any information provided regarding syndicate managers would be for informational purposes only.

OFFICIAL STATEMENT

To assist the winning bidder (the “Initial Purchaser” or “Purchaser”) in complying with Rule 15¢2-12, as amended (the “Rule”), of the
United States Securities and Exchange Commission ("SEC"), the Issuer and the Initial Purchaser contract and agree, by the
submission and acceptance of the winning bid, as follows:

COMPLIANCE WITH RULE 15c2-12 OF THE SECURITIES AND EXCHANGE COMMISSION: The Issuer has approved and
authorized distribution of the accompanying Preliminary Official Statement for dissemination to potential purchasers of the Bonds,
but does not presently intend to prepare any other document or version thereof for such purpose, except as described below.
Accordingly, the Issuer deems the accompanying Preliminary Official Statement to be final as of its date, within the meaning of the
Rule, except for information relating to the offering prices, interest rates, final debt service schedule, selling compensation, identity
of the Purchaser and other similar information, terms and provisions to be specified in the competitive bidding process. The Initial
Purchaser shall be responsible for promptly informing the Issuer of the initial offering yields of the Bonds.

Thereafter, the Issuer will complete and authorize distribution of the final Official Statement, being a modification of the Preliminary
Official Statement, identifying the Initial Purchaser and containing such omitted information. The Issuer does not intend to amend or
supplement the Official Statement otherwise, except to take into account certain subsequent events, if any, as described below. By
delivering the final Official Statement or any amendment or supplement thereto in the requested quantity to the Initial Purchaser on
or after the sale date, the Issuer intends the same to be final as of such date, within the meaning of the Rule. Notwithstanding the
foregoing, the Issuer makes no representation concerning the absence of material misstatements or omissions from the Official
Statement, except only as and to the extent under "CERTIFICATION OF THE OFFICIAL STATEMENT" as described below.



FINAL OFFICIAL STATEMENT: The Issuer will furnish to the Purchaser, within seven (7) business days after the sale date, an
aggregate maximum of one hundred (100) copies of the Official Statement and one hundred (100) copies of any addenda,
supplement or amendment thereto, together with information regarding interest rates, and other terms relating to the reoffering of
the Bonds. In addition, the District agrees to provide, or cause to be provided, to the Purchaser, the Preliminary Official Statement
and the Official Statement and any amendments or supplements thereto in a “designated electronic format” (or printed format with
respect to the final Official Statement) as may be required for the Purchaser to comply with the Rule or the rules of the Municipal
Securities Rulemaking Board (“MSRB”). The District consents to the distribution of such documents in a “designated electronic
format.” Upon receipt, the Purchaser shall promptly file the Official Statement with the MSRB in accordance with the applicable
MSRB rules. The Purchaser may arrange at its own expense to have the Official Statement reproduced and printed if it requires
more copies and may also arrange, at its own expense and responsibility, for completion and perfection of the first or cover page of
the Official Statement so as to reflect interest rates and other terms and information related to the reoffering of the Bonds. The
Purchaser will be responsible for providing information concerning the Issuer and the Bonds to subsequent purchasers of the
Bonds, and the Issuer will undertake no responsibility for providing such information other than to make the Official Statement
available to the Purchaser as provided herein. The Issuer's obligation to supplement the Official Statement to correct key
representations determined to be omitted or materially misleading, after the date of the Official Statement, shall terminate 25 days
after the sale date.

CHANGES TO OFFICIAL STATEMENT: If, subsequent to the date of the Official Statement, the Issuer learns, through the ordinary
course of business and without undertaking any investigation or examination for such purposes, or is notified by the Initial Purchaser
of any adverse event which causes the Official Statement to be incomplete or materially misleading, and unless the Initial Purchaser
elects to terminate its obligation to purchase the Bonds, as described below under "DELIVERY AND ACCOMPANYING
DOCUMENTS — CONDITIONS TO DELIVERY,” the Issuer will promptly prepare and supply to the Initial Purchaser an appropriate
amendment or supplement to the Official Statement in a “designated electronic format” satisfactory to the Initial Purchaser.

CERTIFICATION OF THE OFFICIAL STATEMENT: At the time of payment for and delivery of the hereinafter defined Initial Bond
(“Initial Delivery”), the Initial Purchaser will be furnished a certificate, executed by proper officials of the Issuer, acting in their official
capacities, to the effect that to the best of their knowledge and belief: (a) the descriptions and statements of or pertaining to the
Issuer contained in its Official Statement, and any addenda, supplement or amendment thereto, for the Bonds, on the date of such
Official Statement, on the date of sale of said Bonds and the acceptance of the best bid therefor, and on the date of Initial Delivery,
were and are true and correct in all material respects; (b) insofar as the Issuer and its affairs, including its financial affairs, are
concerned, such Official Statement did not and does not contain an untrue statement of a material fact or omit to state a material
fact required to be stated therein or necessary to make the statements therein, in the light of the circumstances under which they
were made, not misleading; (c) insofar as the descriptions and statements including financial data, of or pertaining to entities, other
than the Issuer, and their activities contained in such Official Statement are concerned, such statements and data have been
obtained from sources which the Issuer believes to be reliable and the Issuer has no reason to believe that they are untrue in any
material respect; and (d) there has been no material adverse change in the financial condition of the Issuer, since August 31, 2019,
the date of the last financial statements of the Issuer appearing in the Official Statement. The Official Statement and this Official
Notice of Sale will be approved as to form and content and the use thereof in the offering of the Bonds will be authorized, ratified
and approved by the Board on the date of sale, and the Initial Purchaser will be furnished, upon request, at the time of payment for
and the Initial Delivery of the Bonds, a certified copy of such approval, duly executed by the proper officials of the Issuer.

CONTINUING DISCLOSURE AGREEMENT: The District has agreed in the Order to provide certain periodic information and notices of
certain events in accordance with the Rule, as described in the Official Statement under "CONTINUING DISCLOSURE OF
INFORMATION". The Purchaser's obligation to accept and pay for the Bonds is conditioned upon delivery to the Purchaser or its agent
of a certified copy of the Order containing the agreement described under such heading.

COMPLIANCE WITH PRIOR UNDERTAKINGS: During the past five years, the District has complied in all material respects with
all continuing disclosure agreements made by it in accordance with the Rule.

DELIVERY AND ACCOMPANYING DOCUMENTS

INITIAL DELIVERY OF INITIAL BOND: Initial Delivery will be accomplished by the issuance of one or more fully registered Bonds
in the aggregate principal amount of the Bonds payable to the Purchaser (the "Initial Bond" or "Initial Bonds"), signed by the duly
appointed officers of the Board, by their manual or facsimile signatures, approved by the Texas Attorney General, and registered
and manually signed by the Texas Comptroller of Public Accounts. Initial Delivery will be at the corporate trust office of the Paying
Agent/Registrar. Upon delivery of the Initial Bonds, they shall be immediately canceled and one definitive Bond for each maturity in
the aggregate principal amount of the Bonds payable to Cede & Co. will be delivered to DTC in connection with DTC's Book-Entry-
Only System. Payment for the Bonds must be made in immediately available funds for unconditional credit to the District, or as
otherwise directed by the District. The Purchaser will be given six business days' notice of the time fixed for delivery of the Bonds.
It is anticipated that the delivery of the Initial Bond can be made on or about November 18, 2020, but if for any reason the District is
unable to make delivery by December 16, 2020, then the District shall immediately contact the Purchaser and offer to allow the
Purchaser to extend its obligation to take up and pay for the Bonds an additional thirty days. If the Purchaser does not elect to
extend its offer within six days thereafter, then its Good Faith Deposit will be returned, and both the District and the Purchaser shall
be relieved of any further obligation. In no event shall the District be liable for any damages by reason of its failure to deliver the
Bonds, provided that such failure is due to circumstances beyond the District's reasonable control.

CUSIP NUMBERS: It is anticipated that CUSIP identification numbers will be printed on the Bonds, but neither the failure to print such
number on any Bond nor any error with respect thereto shall constitute cause for a failure or refusal by the Initial Purchaser to accept
delivery of and pay for the Bonds in accordance with the terms of the Official Bid Form and this Official Notice of Sale. All expenses in
relation to the printing of CUSIP numbers on the Bonds shall be paid by the Issuer; however, the CUSIP Service Bureau's charge for
the assignment of the numbers shall be paid by the Initial Purchaser.

CONDITIONS TO DELIVERY: The obligation to take up and pay for the Bonds is subject to the following conditions: the issuance of
an approving opinion of the Attorney General of the State of Texas, the Initial Purchaser's receipt of the legal opinion of Bond Counsel
and the certificate regarding the Official Statement, and the non-occurrence of the events described below under the caption "NO
MATERIAL ADVERSE CHANGE”. In addition, if the Issuer fails to comply with its obligations described under "OFFICIAL
STATEMENT" above, the Initial Purchaser may terminate its contract to purchase the Bonds by delivering written notice to the Issuer
within five (5) days thereafter.



NO MATERIAL ADVERSE CHANGE: The obligations of the Initial Purchaser to take up and pay for the Bonds, and of the Issuer to
deliver the Initial Bonds, are subject to the condition that, up to the time of delivery of and receipt of payment for the Initial Bonds, there
shall have been no material adverse change in the affairs of the Issuer subsequent to the date of sale from that set forth in the Official
Statement, as it may have been finalized, supplemented or amended through the date of Initial Delivery.

LEGAL OPINIONS: The District will furnish the Purchaser 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 of Texas as to the
Bonds, to the effect that the Bonds are valid and legally binding obligations of the District, and based upon examination of such
transcript of proceedings, the approving legal opinion of Bond Counsel, regarding the legality and validity of the Bonds issued in
compliance with the provisions of the Order. (See "LITIGATION” and “LEGAL MATTERS” in the Official Statement and “Appendix C
— Form of Legal Opinion of Bond Counsel" attached to the Official Statement.)

CHANGE IN TAX-EXEMPT STATUS: At any time before the Bonds are tendered for Initial Delivery to the Initial Purchaser, the
Initial Purchaser may withdraw its bid if the interest on obligations such as the Bonds shall be declared to be includable in the gross
income, as defined in section 61 of the Code, of the owners thereof for federal income tax purposes, either by Treasury regulations,
by ruling or administrative guidance of the Internal Revenue Service, by a decision of any federal court, or by the terms of any
federal income tax legislation enacted subsequent to the date of this Official Notice of Sale.

GENERAL CONSIDERATIONS

RATING: The Bonds are rated “AAA” by S&P Global Ratings (“S&P”), based upon the guarantee under the Texas Permanent
School Fund Guarantee Program. The District’'s current unenhanced, underlying rating, including the Bonds, is “A+” by S&P. There
is no assurance that such rating will continue for any given period of time or that it will not be revised downward or withdrawn
entirely by such rating company, if in the judgment of said rating company, circumstances so warrant. Any such downward revision
or withdrawal of such rating may have an adverse effect on the market price of the Bonds. Neither the District nor the Purchaser
has undertaken any responsibility to advise owners of the Bonds of any lowering or withdrawal of such rating.

REGISTRATION AND QUALIFICATION OF BONDS FOR SALE: No registration statement relating to the Bonds has been filed
with the SEC under the Securities Act of 1933, as amended, in reliance upon exemptions provided in such Act. The Bonds have not
been approved or disapproved by the SEC, nor has the SEC passed upon the accuracy or adequacy of the Official Statement. Any
representation to the contrary is a criminal offense. The Bonds have not been registered or qualified under the Securities Act of
Texas in reliance upon exemptions contained therein, nor have the Bonds been registered or qualified under the securities acts of
any other jurisdiction. The Issuer assumes no responsibility for registration or 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 registration or qualification for sale or other disposition of the Bonds shall not be construed as an interpretation of
any kind with regard to the availability of any exemption from securities registration or qualification provisions.

It is the obligation of the Purchaser to register or qualify the sale of the Bonds under the securities laws of any jurisdiction which so
requires. The Issuer agrees to cooperate, at the Purchaser's written request and expense and within reasonable limits, in registering
or qualifying the Bonds, or in obtaining an exemption from registration or qualification in any state where such action is necessary,
but the District will in no instance execute a general consent to service of process in any state in which the Bonds are offered for
sale.

ADDITIONAL COPIES: Subject to the limitations described herein, additional copies of this Official Notice of Sale, the Official Bid
Form, and the Official Statement may be obtained from SAMCO Capital Markets, Inc., 5800 Granite Parkway, Suite 210, Plano,
Texas 75024.

In the Order, the Board delegated to the Authorized Official the authority to approve the form and content of the Official Statement,

and any addenda, supplement or amendment thereto, and the Board authorized its further use in the reoffering of the Bonds by the
Purchaser.

SPRING HILL INDEPENDENT SCHOOL DISTRICT

Designated Financial Officer

Dated: October 6, 2020



OFFICIAL BID FORM

President and Board of Trustees October 14, 2020
Spring Hill Independent School District

3101 Spring Hill Road

Longview, Texas 75605

Ladies & Gentlemen:

Reference is made to your Official Notice of Sale and Preliminary Official Statement dated October 6, 2020 of
$4,025,000* SPRING HILL INDEPENDENT SCHOOL DISTRICT UNLIMITED TAX REFUNDING BONDS, SERIES
2020 (the “Bonds”), both of which constitute a part hereof.

For your legally issued Bonds, as described in said Official Notice of Sale and Preliminary Official Statement, we will
pay you a price of par value thereof plus accrued interest from their Dated Date to the date of initial delivery to us, plus
a cash premium of $ (no bid producing a cash premium that results in a dollar price of less than
$101.50 nor greater than $112.00 will be considered) for Bonds maturing and bearing interest as follows:

Maturity Principal Interest Maturity Principal Interest
(2/15) Amount* Rate (2/15) Amount* Rate
2021 $95,000 2031 $50,000
2022 795,000 2032 55,000
2023 685,000 2033 55,000
2024 45,000 2034 55,000
2025 45,000 2035 60,000
2026 45,000 2036 55,000
2027 50,000 2037 60,000
2028 50,000 2038 60,000
2029 50,000 2039 825,000
2030 50,000 2040 840,000

(Interest to Accrue from the Dated Date)

Of the principal maturities of the Bonds set forth in the table above, we have created term bonds (the “Term Bonds”)
as indicated in the following table (which may include multiple Term Bonds, one Term Bond or no Term Bond if none is
indicated?. For those years which have been combined into a Term Bond, the principal amount shown in the table
above will be the mandatory sinking fund redemption amounts in such years except that the amount shown in the year
of the Term Bond maturity date will mature in such year. The Term Bonds created are as follows:

Term Bond Year of Principal
Maturity Date First Mandatory Amount of Interest
February 15 Redemption Term Bond Rate

Our calculation (which is not a part of this bid) of the interest cost in accordance with the above bid is:

TRUE INTEREST COST %

By accepting this bid, we understand the District will provide the copies of the Official Statement and of any
amendments or supplements thereto in accordance with the Official Notice of Sale.

The Initial Bond(s) shall be registered in the name of the Purchaser. We will advise DTC of registration instructions at
least five business days prior to the date set for Initial Delivery. It is the obligation of the Purchaser of the Bonds to
complete the DTC Eligibility Questionnaire.

Cashier's Check of the (bank), (location), in the amount of $80,500 which
represents our Good Faith Deposit is attached hereto or has been made available to you prior to the opening of the
bid, in accordance with the terms set forth in the Official Notice of Sale and the Preliminary Official Statement. The
Good Faith Deposit of the Purchaser will be returned to the Purchaser on the date of Initial Delivery upon completion
of the closing of the Bonds.

We agree to accept delivery of the Initial Bond(s) through DTC and make payment for the Initial Bond(s) in
immediately available funds at BOKF, NA, Dallas, Texas, no later than 10:00 A.M., Central Time, on November 18,
2020 or ]Ehsereafter on the date the Initial Bond(s) are tendered for delivery, pursuant to the terms set forth in the Official
Notice of Sale.

The undersigned agrees to the provisions of the Official Notice of Sale under the heading “CONDITIONS OF THE
SALE - ESTABLISHMENT OF ISSUE PRICE” and, as evidence thereof agrees to complete, execute and deliver to the
District by the date of delivery of the Bonds, a certificate relating to the "issue price" of the Bonds in the form and to the
effect attached to or accompanying the Official Notice of Sale, with such changes thereto as may be acceptable to or
required by the District (as provided under “CONDITIONS OF THE SALE — ESTABLISHMENT OF ISSUE PRICE” in
the Official Notice of Sale).

Through submittal of this executed Official Bid Form, the undersigned verifies that it does not and will not “boycott
Israel” and is not on the Texas Comptroller's list concerning “foreign terrorist organizations” as prepared and
maintained thereby under applicable Texas law, all as more fully provided in the Official Notice of Sale under the
E(EaGdlEEA‘_‘rAUDRDEI;I'I NAL CONDITION OF AWARD — COMPLIANCE WITH H.B. 89 AND S.B. 252, 85th TEXAS

*Preliminary, subject to change. See “THE BONDS — ADJUSTMENT OF PRINCIPAL AMOUNT AND MATURITY SCHEDULE FOR
THE BONDS” in the Official Notice of Sale and Bidding Instructions.



For purposes of contracting for the sale of the Bonds, the entity signing the bid form as Purchaser shall be solely
responsible for the payment of the purchase ﬁrice of the Bonds. The Purchaser may serve as a syndicate manager
and contract under a separate agreement with other syndicate members. However, the District is not a party to that
agreement and any information provided regarding syndicate managers would be for informational purposes only.

Upon noatification of conditional verbal acceptance, the undersigned will complete an electronic form of the Certificate
of Interested Parties Form 1295 (the "Disclosure Form") through the Texas Ethics Commission's (the "TEC") electronic
portal and the resulting certified Disclosure Form that is generated by the TEC’s electronic portal will be printed, signed
and sent by email to the District’s financial advisor at dwhitt@samcocapital.com. The undersigned understands that
the Ifailu(gebltcci) provide the certified Disclosure Form will prohibit the District from providing final written award of the
enclosed bid.

Respectfully submitted,

(Purchaser)

(Signature - Title)

(Telephone)

[District signature page follows.]



ACCEPTANCE CLAUSE

THE FOREGOING BID IS IN ALL THINGS HEREBY ACCEPTED this October 14, 2020 by a Designated Financial
Officer of the District by authority conveyed in the Order of the Board of Trustees of the SPRING HILL INDEPENDENT
SCHOOL DISTRICT adopted on June 8, 2020.

Designated Financial Officer



CERTIFICATE OF INTERESTED PARTIES

FOrRM 1295
lofl
Complete Nos. 1 - 4 and 6 if there are interested parties. OFFICE USE ONLY
Complete Nos. 1, 2, 3, 5, and 6 if there are no interested parties. CERTIFICATION OF FILING

1 Name of business entity filing form, and the city, state and country of the business entity's place
of business.

2 Name of governmental entity or state agency that is a party to the contract for which the form is
being filed.

Spring Hill Independent School District

3 Provide the identification number used by the governmental entity or state agency to track or identify the contract, and provide a
description of the services, goods, or other property to be provided under the contract.

0001
Purchase of the Spring Hill Independent School District Unlimited Tax Refunding Bonds, Series 2020

4 Nature of interest
Name of Interested Party City, State, Country (place of business) (check applicable)
Controlling Intermediary
5 Check only if there is NO Interested Party. I:I

6 UNSWORN DECLARATION

My name is , and my date of birth is

My address is , ) ) )
(street) (city) (state) (zip code) (country)

| declare under penalty of perjury that the foregoing is true and correct.

Executed in County, State of , on the day of , 20 .
(month) (year)

Signature of authorized agent of contracting business entity
(Declarant)

Forms provided by Texas Ethics Commission www.ethics.state.tx.us Version V1.0.3337
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$4,025,000*
SPRING HILL INDEPENDENT SCHOOL DISTRICT
UNLIMITED TAX REFUNDING BONDS, SERIES 2020

ISSUE PRICE CERTIFICATE

The undersigned, on behalf of , (“the Purchaser”), hereby certifies as set
forth below with respect to the sale of the above-captioned obligations (the “Bonds”) of the Spring Hill
Independent School District (the “Issuer”).

1. Reasonably Expected Initial Offering Price.

(a) As of the Sale Date, the reasonably expected initial offering prices of the Bonds to the
Public by the Purchaser are the prices listed in Schedule A (the “Expected Offering Prices”). The Expected
Offering Prices are the prices for the Maturities of the Bonds used by the Purchaser in formulating its bid
to purchase the Bonds. Attached as Schedule B is a true and correct copy of the bid provided by the
Purchaser to purchase the Bonds.

(b) The Purchaser was not given the opportunity to review other bids prior to submitting its
bid.

(©) The bid submitted by the Purchaser constituted a firm offer to purchase the Bonds.
2. Defined Terms.

(a) Maturity means Bonds with the same credit and payment terms. Bonds with different
maturity dates, or Bonds with the same maturity date but different stated interest rates, are treated as
separate Maturities.

(b) Public means any person (including an individual, trust, estate, partnership, association,
company, or corporation) other than an Underwriter or a related party to an Underwriter. The term “related
party” for purposes of this certificate generally means any two or more persons who have greater than 50
percent common ownership, directly or indirectly.

(©) Sale Date means the first day on which there is a binding contract in writing for the sale of
a Maturity of the Bonds. The Sale Date of the Bonds is October 14, 2020.

(d) Underwriter means (i) any person that agrees pursuant to a written contract with the Issuer
(or with the lead underwriter to form an underwriting syndicate) to participate in the initial sale of the Bonds
to the Public, and (ii) any person that agrees pursuant to a written contract directly or indirectly with a
person described in clause (i) of this paragraph to participate in the initial sale of the Bonds to the Public
(including a member of a selling group or a party to a retail or other third-party distribution agreement
participating in the initial sale of the Bonds to the Public).

*Preliminary. Subject to change.



The representations set forth in this certificate are limited to factual matters only. Nothing in this
certificate represents the Purchaser’s interpretation of any laws, including specifically sections 103 and 148
of the Internal Revenue Code of 1986, as amended, and the Treasury Regulations thereunder. The
undersigned understands that the foregoing information will be relied upon by the Issuer with respect to
certain of the representations set forth in the Certificate as to Tax Exemption with respect to the Bonds and
with respect to compliance with the federal income tax rules affecting the Bonds, and by Norton Rose
Fulbright US LLP in connection with rendering its opinion that the interest on the Bonds is excluded from
gross income for federal income tax purposes, the preparation of the Internal Revenue Service Form 8038-
G, and other federal income tax advice that it may give to the Issuer from time to time relating to the Bonds.

By:

Name:

Title:

Dated:




SCHEDULE A
EXPECTED OFFERING PRICES

A-1



SCHEDULE B
COPY OF UNDERWRITER’S BID

B-1



Rating: S&P: “AAA”
(See "RATING” and “THE PERMANENT SCHOOL
FUND GUARANTEE PROGRAM” herein)

PRELIMINARY OFFICIAL STATEMENT
Dated: October 6, 2020

NEW ISSUE: BOOK-ENTRY-ONLY

In the opinion of Bond Counsel (defined below), assuming continuing compliance by the District (defined below) after the date of initial
delivery of the Bonds (defined below) with certain covenants contained in the Order (defined below) and subject to the matters set forth
under “TAX MATTERS” herein, interest on the Bonds for federal income tax purposes under existing statutes, regulations, published rulings,
and court decisions (1) will be excludable from the gross income of the owners thereof pursuant to section 103 of the Internal Revenue
Code of 1986, as amended to the date of initial delivery of the Bonds, and (2) will not be included in computing the alternative minimum
taxable income of the owners thereof. See “TAX MATTERS” herein.

The District will designate the Bonds as “Qualified Tax-Exempt Obligations” for financial institutions.

$4,025,000*
SPRING HILL INDEPENDENT SCHOOL DISTRICT
(A political subdivision of the State of Texas located in Gregg County, Texas)
Unlimited Tax Refunding Bonds, Series 2020

Dated Date: November 1, 2020 Due: February 15, as shown on the inside cover page

The Spring Hill Independent School District Unlimited Tax Refunding Bonds, Series 2020 (the “Bonds”) are being issued pursuant to the
Constitution and general laws of the State of Texas, including Chapter 1207, Texas Government Code, as amended (“Chapter 1207”),
and an order (the “Order”) authorizing the issuance of the Bonds adopted on June 8, 2020 by the Board of Trustees (the “Board”) of the
Spring Hill Independent School District (the “District”). As permitted by Chapter 1207, the Board, in the Order, delegated the authority to
certain District officials to execute a pricing certificate (the “Approval Certificate”) establishing the pricing terms for the Bonds. The
Bonds are payable as to principal and interest from the proceeds of an ad valorem tax levied annually, without legal limit as to rate or
amount, against all taxable property located within the District. The District has received conditional approval from the Texas Education
Agency for the Bonds to be guaranteed under the State of Texas Permanent School Fund Guarantee Program (hereinafter defined),
which guarantee will automatically become effective when the Attorney General of Texas approves the Bonds. (See “THE BONDS —
Permanent School Fund Guarantee” and “THE PERMANENT SCHOOL FUND GUARANTEE PROGRAM").

Interest on the Bonds will accrue from the Dated Date specified above and will be payable on February 15 and August 15 of each year,
commencing February 15, 2021, until stated maturity or prior redemption. The Bonds will be issued in fully registered form in principal
denominations of $5,000 or any integral multiple thereof within a stated maturity. Principal of the Bonds will be payable by the Paying
Agent/Registrar, which initially is BOKF, NA, Dallas, Texas (the "Paying Agent/Registrar") upon presentation and surrender of the
Bonds for payment. Interest on the Bonds is payable by check dated as of the interest payment date and mailed by the Paying
Agent/Registrar to the registered owners as shown on the records of the Paying Agent/Registrar on the close of business as of the last
business day of the month next preceding each interest payment date (the "Record Date").

The District intends to utilize the Book-Entry-Only System of The Depository Trust Company, New York, New York (“DTC”). Such
%c,)\jol_k\-(Eg\t( :I_OEnI “)System will affect the method and timing of payment and the method of transfer of the Bonds. (See “BOOK-ENTRY-

Proceeds from the sale of the Bonds will be used to (i) refund a portion of the District’s outstanding bonds for debt service savings and
gii) pay the costs of issuing the Bonds. (See “PLAN OF FINANCING - Purpose”, “PLAN OF FINANCING - Refunded Bonds” and
“Schedule | — Schedule of Refunded Bonds”).

The Bonds maturing on or after February 15, 2031 are subject to redemption at the option of the District in whole or in part on August
15, 2030 or any date thereafter, at a price equal to the principal amount thereof, plus accrued interest to the date of redemption. (See
“THE BONDS - Optional Redemption”). Additionally, the Purchaser may select two or more consecutive maturities of the Bonds to be
grouped together to form one or more “Term Bonds”, and such Term Bonds would be subject to mandatory sinking fund redemption in
accordance with the Order. (see “THE BONDS — Mandatory Sinking Fund Redemption”)

MATURITY SCHEDULE
(On Inside Cover)

The Bonds are offered for delivery when, as and if issued, and received by the initial purchaser thereof at a competitive sale (the “Purchaser”)
subject to the approval of legality by the Attorney General of the State of Texas and the approval of certain legal matters by Norton Rose Fulbright
US LLP, Dallas, Texas, Bond Counsel. The Bonds are expected to be available for initial delivery through the facilities of DTC on or about November
18, 2020.

BIDS DUE OCTOBER 14, 2020 BY 10:00 A.M. CENTRAL TIME

*Preliminary, subject to change.



$4,025,000*
SPRING HILL INDEPENDENT SCHOOL DISTRICT
(A political subdivision of the State of Texas located in Gregg County, Texas)
UNLIMITED TAX REFUNDING BONDS, SERIES 2020

MATURITY SCHEDULE
Base CUSIP No.: 849662("

Maturity
Date Principal Interest Initial CUSIP No.
2/15 Amount* Rate Yield Suffix"
2021 $95,000
2022 795,000
2023 685,000
2024 45,000
2025 45,000
2026 45,000
2027 50,000
2028 50,000
2029 50,000
2030 50,000
2031 50,000
2032 55,000
2033 55,000
2034 55,000
2035 60,000
2036 55,000
2037 60,000
2038 60,000
2039 825,000
2040 840,000

(Interest to accrue from the Dated Date)

*Preliminary, subject to change.

@ CUSIP numbers are included solely for the convenience of owners of the Bonds. CUSIP is a registered trademark of The American
Bankers Association. CUSIP data herein is provided by CUSIP Global Services, managed by 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 any way as a substitute for the
CUSIP Services. None of the District, the Financial Advisor, or the Purchaser are responsible for the selection or correctness of the CUSIP
numbers set forth herein.

il



SPRING HILL INDEPENDENT SCHOOL DISTRICT

BOARD OF TRUSTEES
Date Current
Initially Term
Name Elected Expires Occupation
Mark White, President 2012 2021 Self Employed — Real Estate
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USE OF INFORMATION IN OFFICIAL STATEMENT

For purposes of compliance with Rule 15¢2-12 of the United States Securities and Exchange Commission, as amended (the “Rule”), and in effect on the date
of this Preliminary Official Statement, this document constitutes an “official statement” of the District with respect to the Bonds that has been “deemed final” by
the District as of its date except for the omission of no more than the information permitted by the Rule.

This 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.

No dealer, broker, salesperson or other person has been authorized to give information or to make any representation other than those contained in this Official
Statement, and, if given or made, such other information or representations must not be relied upon.

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

The information set forth herein has been obtained from the District and other sources believed to be reliable, but such information is not guaranteed as to
accuracy or completeness and is not to be construed as the promise or guarantee of the District, the Financial Advisor or the Purchaser. This Official
Statement contains, in part, estimates and matters of opinion which are not intended as statements of fact, and no representation is made as to the correctness
of such estimates and opinions, or that they will be realized.

The information and expressions of opinion contained herein are subject to change without notice, and neither the delivery of this Official Statement nor
any sale made hereunder shall, under any circumstances, create any implication that there has been no change in the affairs of the District or other
matters described herein. See "THE PERMANENT SCHOOL FUND GUARANTEE PROGRAM - PSF Continuing Disclosure Undertaking" and
"CONTINUING DISCLOSURE OF INFORMATION" for a description of the undertakings of the Texas Education Agency and the District, respectively 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 JURISDICTIONS IN WHICH THE BONDS HAVE BEEN
REGISTERED, QUALIFIED, OR EXEMPTED SHOULD NOT BE REGARDED AS A RECOMMENDATION THEREOF.

IN CONNECTION WITH THIS OFFERING, THE PURCHASER 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.

NONE OF THE DISTRICT, ITS FINANCIAL ADVISOR, OR THE PURCHASER MAKE ANY REPRESENTATION OR WARRANTY WITH RESPECT TO THE
INFORMATION CONTAINED IN THIS OFFICIAL STATEMENT REGARDING THE DEPOSITORY TRUST COMPANY OR ITS BOOK-ENTRY-ONLY
SYSTEM DESCRIBED UNDER “BOOK-ENTRY-ONLY SYSTEM” OR THE AFFAIRS OF THE TEXAS EDUCATION AGENCY DESCRIBED UNDER “THE
PERMANENT SCHOOL FUND GUARANTEE PROGRAM”, AS SUCH INFORMATION WAS PROVIDED BY THE DEPOSITORY TRUST COMPANY AND
THE TEXAS EDUCATION AGENCY, RESPECTIVELY.

THIS OFFICIAL STATEMENT CONTAINS “FORWARD-LOOKING” STATEMENTS WITHIN THE MEANING OF SECTION 21E OF THE 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.

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

The District

The Bonds

Paying Agent/Registrar

Security

Redemption

Permanent School
Fund Guarantee

Rating

Tax Matters

Qualified Tax-Exempt
Obligations

Payment Record

Legal Opinion

Delivery

The Spring Hill Independent School District (the “District”) is a political subdivision of the State of
Texas located in Gregg County, Texas. The District is governed by a seven-member Board of
Trustees (the “Board”). Policy-making and supervisory functions are the responsibility of, and are
vested in, the Board. The Board delegates administrative responsibilities to the Superintendent of
Schools who is the chief administrative officer of the District. Support services are supplied by
consultants and advisors.

The Bonds are being issued in the principal amount of $4,025,000 (preliminary, subject to change)
pursuant to the Constitution and general laws of the State of Texas, including particularly Chapter
1207, Texas Government Code, as amended (“Chapter 1207”), and the order (the “Order”) adopted
by the Board on June 8, 2020. As permitted by Chapter 1207, the Board, in the Order, delegated
the authority to certain District officials to execute a pricing certificate (the “Approval Certificate”)
establishing the pricing terms for the Bonds. Proceeds from the sale of the Bonds will be used to (i)
refund a portion of the District’s outstanding bonds for debt service savings and (ii) pay the costs of
issuing the Bonds. (See “PLAN OF FINANCING - Purpose”, “PLAN OF FINANCING - Refunded
Bonds” and “Schedule | — Schedule of Refunded Bonds”).

The initial Paying Agent/Registrar is BOKF, NA, Dallas, Texas. The District intends to use the Book-
Entry-Only System of The Depository Trust Company. (See “BOOK-ENTRY-ONLY SYSTEM”).

The Bonds will constitute direct obligations of the District, payable as to principal and interest from
ad valorem taxes levied annually against all taxable property located within the District, without legal
limitation as to rate or amount. Payments of principal and interest on the Bonds will be further
secured by the corpus of the Permanent School Fund of Texas. (See “THE BONDS — Security”,
“STATE AND LOCAL FUNDING OF SCHOOL DISTRICTS IN TEXAS”, “CURRENT PUBLIC
SCHOOL FINANCE SYSTEM” and “THE PERMANENT SCHOOL FUND GUARANTEE
PROGRAM”).

The Bonds maturing on or after February 15, 2031 are subject to redemption at the option of the
District in whole or in part on August 15, 2030 or any date thereafter, at a price equal to the principal
amount thereof, plus accrued interest to the date of redemption. (See “THE BONDS - Optional
Redemption”). Additionally, the Purchaser may select two or more consecutive maturities of the
Bonds to be grouped together to form one or more “Term Bonds”, and such Term Bonds would be
subject to mandatory sinking fund redemption in accordance with the Order. (see “THE BONDS —
Mandatory Sinking Fund Redemption”)

The District has received conditional approval from the Texas Education Agency (the “TEA”) for the
payment of the Bonds to be guaranteed under the Permanent School Fund Guarantee Program
(defined herein), which guarantee will automatically become effective when the Attorney General of
Texas approves the Bonds. (See “THE BONDS — Permanent School Fund Guarantee” and “THE
PERMANENT SCHOOL FUND GUARANTEE PROGRAM.”)

The Bonds are rated “AAA” by S&P Global Ratings (“S&P”) based upon the guaranteed repayment
thereof under the Permanent School Fund Guarantee Program (as defined herein) of the Texas
Education Agency. The District's unenhanced, underlying rating, including the Bonds, is “A+” by S&P.
(See “THE PERMANENT SCHOOL FUND GUARANTEE PROGRAM - Ratings of Bonds
Guaranteed Under the Guarantee Program” and “RATING” herein.)

In the opinion of Bond Counsel for the District, interest on the Bonds is excludable from gross
income for federal income tax purposes under existing law subject to the matters described under
“TAX MATTERS” herein. (See “TAX MATTERS” and “Appendix C - Form of Legal Opinion of Bond
Counsel.”)

The District will designate the Bonds as “Qualified Tax-Exempt Obligations” for financial institutions.
(See “TAX MATTERS - Qualified Tax-Exempt Obligations”).

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

Delivery of the Bonds is subject to the approval by the Attorney General of the State of Texas and
the rendering of an opinion as to legality by Norton Rose Fulbright US LLP, Dallas, Texas, Bond
Counsel. (See “Appendix C — Form of Legal Opinion of Bond Counsel”).

When issued, anticipated to be on or about November 18, 2020.



INTRODUCTORY STATEMENT

This Official Statement (the “Official Statement”), which includes the cover page, Schedule | and the Appendices attached
hereto, has been prepared by the Spring Hill Independent School District (the “District”), a political subdivision of the State of
Texas (the “State”) located in Gregg County, Texas, in connection with the offering by the District of its Unlimited Tax Refunding
Bonds, Series 2020 (the "Bonds") identified on page ii hereof.

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

There follows in this Official Statement descriptions of the Bonds and the order (the “Order”) adopted by the Board of Trustees
of the District (the “Board”) on June 8, 2020 authorizing the issuance of the Bonds and certain other information about the
District and its finances. All descriptions of documents contained herein are only summaries and are qualified in their entirety by
reference to each such document. Copies of such documents may be obtained upon request by writing the Spring Hill
Independent School District, 3101 Spring Hill Road, Longview, Texas 75605 and, during the offering period, from the Financial
Advisor, SAMCO Capital Markets, Inc., 5800 Granite Parkway, Suite 210, Plano, Texas 75024 by electronic mail or upon
payment of reasonable copying, mailing, and handling charges.

This Official Statement speaks only as of its date, and the information contained herein is subject to change. A copy of this
Official Statement relating to the Bonds will be submitted by the initial Purchaser of the Bonds to the Municipal Securities
Rulemaking Board, and will be available through its Electronic Municipal Market Access system. See “CONTINUING
DISCLOSURE OF INFORMATION?” for a description of the District's undertaking to provide certain information on a continuing
basis.

COVID-19

The outbreak of COVID-19, a respiratory disease caused by a new strain of coronavirus, has been characterized as a pandemic
(the "Pandemic") by the World Health Organization and is currently affecting many parts of the world, including the United States
and Texas. On January 31, 2020, the Secretary of the United States Health and Human Services Department declared a public
health emergency for the United States and on March 13, 2020, the President of the United States declared the outbreak of
COVID-19 in the United States a national emergencl\g Subsequently, the President’s Coronavirus Guidelines for America and
the United States Centers for Disease Control and Prevention called upon Americans to take actions to slow the spread of
COVID-19 in the United States.

On March 13, 2020, the Governor of Texas (the "Governor") declared a state of disaster for all counties in Texas in response to
the Pandemic. Pursuant to Chapter 418 of the Texas Government Code, the Governor has broad authority to respond to
disasters, including suspending any regulatory statute prescribing the procedures for conducting state business or any order or
rule of a state agency (including TEA) that would in any way prevent, hinder, or delay necessary action in coping with the
disaster, and issuing executive orders that have the force and effect of law. The Governor has since issued a number of
executive orders relating to COVID-19 preparedness and mitigation. These include, for example, the issuance on September 17,
2020 of Executive Order GA-30, which, among other things, provided further guidelines for the reopening of businesses and the
maximum threshold level of occupancy related to such establishments. Certain businesses, such as cybersecurity services, child
care services, local government operations, youth camps, recreational programs, schools, and religious services, do not have the
foregoing limitations. The Governor’s order also states, in providing or obtaining services, every person (including individuals,
businesses, and other legal entities) should use good-faith efforts and available resources to follow the minimum standard health
protocols. Executive Order GA-30 permits visits to nursing homes, state supported living centers, assisted living facilities, or
long-term care facilities as determined through the guidance from the Texas Health and Human Services Commission. Executive
Order GA-30 remains in place until amended, rescinded, or superseded by the Governor.

The District continues to monitor the spread of COVID-19 and is working with local, state, and national agencies to address the
potential impact of the Pandemic upon the District. While the potential impact of the Pandemic on the District cannot be
quagtified at this time, the continued outbreak of COVID-19 could have an adverse effect on the District’s operations and financial
condition.

On September 24, 2020, TEA issued updated public planning health guidance related to instructional and operational flexibilities
in planning for the 2020-2021 school year to address on campus and virtual instruction, non-UIL extracurricular sports and
activities, and other activities that cannot be accomplished virtually. Within the guidance, TEA instructs schools to provide
parental and public notices of the school district’'s plan for on-campus instruction éposted one week prior to the commencement of
in person education) in order to mitigate COVID-19 within their facilities and confirms the attendance requirements for promotion
(which may be completed by virtual education). The guidance further details screening mechanisms, identification of symptoms,
and procedures for confirmed, suspected, and exposed cases. Certain actions, such as notification to health department officials
and closure of high-traffic areas, will be required in the instance of confirmed cases. Schools are highly encouraged to engage in
mitigation practices promoting health and hygiene consistent with CDC guidelines (including social distancing, facial coverings,
fé(ég;\t/;%t1g|sinfecting of all areas, limiting visitations, etc.) to avoid unnecessary exposure to others to prevent the spread of

The TEA recently advised districts that for the 2020-2021 school year district funding will return to being based on ADA
calculations requiring attendance to be taken. However, the TEA is crafting an approach for determining ADA that provides
districts with several options for determining daily attendance. These include, remote synchronous instruction, remote
asynchronous instruction, on campus instruction, and the Texas Virtual Schools Network. To stabilize funding expectations,
districts will be provided an ADA grace period for the first two six weeks of Foundation School Program reporting. Specifically, if
ADA counts during those two six weeks are more than 1% less than the first two six weeks of the 2019- 2020 school year, the
first two six weeks will be excluded from 2020-21 ADA calculations, subject to some restrictions. In addition to this grace period,
districts will also have an attendance grace period for remote asynchronous instruction plan approval, which continues through
the end of the third six weeks. Additional information regarding the plans for the 2020-2021 school year may be obtained from the
TEA. Following the initial grace period, the return to funding based on ADA calculations requiring attendance to be taken during
the Pandemic may have a negative impact on revenues available to the District for operations and maintenance if students do not
take part in the instruction options made available by the District.

The Pandemic has negatively affected travel, commerce, and financial markets globally, and is widely expected to continue
negatively affecting economic growth and financial markets worldwide. In addition, the federal government has taken, and
continues to consider additional, action without precedent in effort to counteract or mitigate the Pandemic’s economic impact.
These conditions and related responses and reactions may reduce or negatively affect property values within the District. See
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“AD VALOREM TAX PROCEDURES”. The Bonds are secured by an unlimited ad valorem tax, and a reduction in property
values may require an increase in the ad valorem tax rate required to pay the Bonds as well as the District’'s share of operations
and maintenance expenses payable from ad valorem taxes.

Additionally, state funding of District operations and maintenance in future fiscal years could be adversely impacted by the
negative effects on economic growth and financial markets resulting from the Pandemic as well as ongoing disruptions in the
global oil markets. See “CURRENT PUBLIC SCHOOL FINANCE SYSTEM”.

The value of the PSF guarantee could also be adversely impacted by ongoing volatility in the diversified global markets in which
the PSF is invested. See “THE PERMANENT SCHOOL FUND GUARANTEE PROGRAM - Infectious Disease Outbreak.”

The financial and operating data contained in this Official Statement are as of dates and for periods prior to the economic impact
of the Pandemic and measures instituted to slow it. Accordingly, they are not indicative of the current financial condition or future
prospects of the District.

PLAN OF FINANCING

Purpose

Proceeds from the sale of the Bonds will be utilized to (i) refund certain of the District’s currently outstanding indebtedness as
disclosed in Schedule | hereto (the “Refunded Bonds”) for debt service savings and (ii) pay the costs of issuance of the Bonds.

Refunded Bonds

The Refunded Bonds, and interest due thereon, are to be paid on their scheduled redemption date from cash and investments
to be deposited with BOKF, NA, Dallas, Texas, a national banking association (the “Escrow Agent”’) pursuant to an Escrow
Agreement (the “Escrow Agreement”) between the District and the Escrow Agent.

The Order provides that the District will deposit certain proceeds of the sale of the Bonds, along with other lawfully available
funds of the District (if any), with the Escrow Agent in the amount necessary and sufficient to accomplish the discharge and final
payment of the Refunded Bonds at their scheduled date of early redemption (the “Redemption Date”). Such funds shall be held
by the Escrow Agent in an escrow fund (the “Escrow Fund”) irrevocably pledged to the payment of principal of and interest on
the Refunded Bonds. SAMCO Capital Markets, Inc., in its capacity as Financial Advisor to the District, will certify as to the
sufficiency of the amount initially deposited to the Escrow Fund, without regard to investment (if any), to pay the principal of and
interest on the Refunded Bonds, when due, on the Redemption Date (the “Sufficiency Certificate”). Amounts on deposit in the
Escrow Fund shall, until such time as needed for their intended purpose, be (i) held uninvested in cash and/or (ii) invested in
certain direct, noncallable obligations of the United States of America (including obligations unconditionally guaranteed by the
United States of America) (the “Federal Securities”). Cash and investments (if any) held in the Escrow Fund shall not be
available to pay debt service requirements on the Bonds.

Prior to, or simultaneously with, the issuance of the Bonds, the District will give irrevocable instructions to provide notice to the
owners of the Refunded Bonds that the Refunded Bonds will be redeemed prior to stated maturity on which date money will be
made available to redeem the Refunded Bonds from money held under the Escrow Agreement.

By the deposit of the cash and Federal Securities, if any, with the Escrow Agent pursuant to the Escrow Agreement, the District
will have effected the defeasance of all of the Refunded Bonds in accordance with the law. It is the opinion of Bond Counsel, in
reliance upon the Sufficiency Certificate provided by SAMCO Capital Markets, Inc., that as a result of such defeasance the
Refunded Bonds will be outstanding only for the purpose of receiving payments from the Escrow Fund held for such purpose by
the Escrow Agent and such Refunded Bonds will not be deemed as being outstanding obligations of the District payable from
taxes nor for the purpose of applying any limitation on the issuance of debt.

The District has covenanted in the Escrow Agreement to make timely deposits to the Escrow Fund, from lawfully available
funds, of any additional amounts required to pay the principal of and interest on the Refunded Bonds, if for any reason, the cash
balances on deposit or scheduled to be on deposit in the Escrow Fund be insufficient to make such payment. Defeasance of the
Refunded Bonds will cancel the Permanent School Fund Guarantee relating thereto.

THE BONDS

General Description

The Bonds will be dated November 1, 2020 (the “Dated Date”) and will bear interest from such Dated Date. The Bonds will mature
on the dates and in the principal amounts set forth on page ii of this Official Statement. Interest on the Bonds will be computed on
the basis of a 360-day year of twelve 30-day months, and is payable on February 15, 2021 and on each February 15 and August
15 thereafter until stated maturity or prior redemption.

The Bonds will be issued only as fully registered bonds. The Bonds will be issued in the denominations of $5,000 of principal or
any integral multiple thereof within a maturity.

Interest on the Bonds is payable by check mailed on or before each interest payment date by the Paying Agent/Registrar, initially,
BOKF, NA, Dallas, Texas, to the registered owner at the last known address as it appears on the Paying Agent/Registrar's
registration books on the Record Date (as defined herein) or by such other customary banking arrangement acceptable to the
Paying Agent/Registrar and the registered owner to whom interest is to be paid, provided, however, that such person shall bear all
risk and expense of such other arrangements. Principal of the Bonds will be payable only upon presentation of such Bonds at the
corporate trust office of the Paying Agent/Registrar at stated maturity or prior redemption. So long as the Bonds are registered in
the name of Cede & Co. or other nominee for The Depository Trust Company, New York, New York (“DTC”), payments of
principal of and interest on the Bonds will be made as described in “BOOK-ENTRY-ONLY SYSTEM” herein.

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



Authority for Issuance

The Bonds are issued pursuant to the Constitution and general laws of the State, including Chapter 1207, Texas Government
Code, as amended (“Chapter 1207”), and the Order. As permitted by Chapter 1207, the Board, in the Order, delegated the
authority to certain District officials to execute a pricing certificate establishing the pricing terms for the Bonds.

Optional Redemption

The Bonds maturing on or after February 15, 2031, are subject to redemption, at the option of the District, in whole or in part, in
principal amounts of $5,000 or integral multiples thereof, on August 15, 2030, or any date thereafter, at a price equal to the
principal amount thereof, plus accrued interest to the date of redemption. If less than all of the Bonds are to be redeemed, the
District shall determine the amounts and maturities thereof to be redeemed and shall direct the Paying Agent/Registrar to select
by lot the Bonds, or portions thereof, to be redeemed. Not less than 30 days prior to a redemption date for the Bonds, the
District shall cause a notice of redemption to be sent by United States mail, first class, postage prepaid, to each registered
owner of a Bond to be redeemed, in whole or in part, at the address of the registered owner appearing on the registration books
of the Paying Agent/Registrar at the close of business on the business day next preceding the date of mailing such notice.

Notice of Redemption and DTC Notices

Not less than 30 days prior to a redemption date for the Bonds, the District shall cause a notice of redemption to be sent by
United States mail, first class, postage prepaid, to each registered owner of a Bond to be redeemed, in whole or in part, at the
address of the holder appearing on the Bond Registrar at the close of business on the business day next preceding the date of
mailing such notice. ANY NOTICE OF REDEMPTION SO MAILED SHALL BE CONCLUSIVELY PRESUMED TO HAVE BEEN
DULY GIVEN IRRESPECTIVE OF WHETHER ONE OR MORE BONDHOLDERS FAILED TO RECEIVE SUCH NOTICE.
NOTICE HAVING BEEN SO GIVEN, THE BONDS CALLED FOR REDEMPTION SHALL BECOME DUE AND PAYABLE ON
THE SPECIFIED REDEMPTION DATE, AND NOTWITHSTANDING THAT ANY BOND OR PORTION THEREOF HAS NOT
BEEN SURRENDERED FOR PAYMENT, INTEREST ON SUCH BOND OR PORTION THEREOF SHALL CEASE TO
ACCRUE.

The Paying Agent/Registrar and the District, so long as the Book-Entry-Only System is used for the Bonds, will send any notice
of redemption, notice of proposed amendment to the Order or other notices with respect to the Bonds only to DTC. Any failure
by DTC to advise any DTC participant, or of any DTC participant or indirect participant to notify the Beneficial Owner, shall not
affect the validity of the redemption of the Bonds called for redemption or any other action premised on such notice or any such
notice. Redemption of portions of the Bonds by the District will reduce the outstanding principal amount of such Bonds held by
DTC. In such event, DTC may implement, through its Book-Entry-Only System, a redemption of such Bonds held for the account
of DTC participants in accordance with its rules or other agreements with DTC participants and then DTC participants and
indirect participants may implement a redemption of such Bonds from the Beneficial Owners. Any such selection of Bonds to be
redeemed will not be governed by the Order and will not be conducted by the District or the Paying Agent/Registrar. Neither the
District nor the Paying Agent/Registrar will have any responsibility to DTC participants, indirect participants or the persons for
whom DTC participants act as nominees, with respect to the payments on the Bonds or the providing of notice to DTC
participants, indirect participants, or Beneficial Owners of the selection of portions of the Bonds for redemption. (See “BOOK-
ENTRY-ONLY SYSTEM” herein.)

With respect to any optional redemption of the Bonds, unless certain prerequisites to such redemption required by the Order
have been met and moneys sufficient to pay the redemption price of the Bonds to be redeemed shall have been received by the
Paying Agent/Registrar prior to the giving of such notice of redemption, such notice may state that such redemption is
conditional upon the satisfaction of such prerequisites and receipt of such moneys by the Paying Agent/Registrar on or prior to
the date fixed for such redemption. If a conditional notice of redemption is given and such prerequisites to the redemption are
not satisfied or sufficient moneys are not received, such notice shall be of no force and effect, the District shall not redeem such
Bonds and the Paying Agent/Registrar shall give notice, in the manner in which the notice of redemption was given, to the effect
that the Bonds have not been redeemed.

Mandatory Sinking Fund Redemption

Two or more consecutive maturities of the Bonds may be grouped together as a “Term Bond” by the Purchaser, and such Term
Bonds would be subject to mandatory sinking fund redemption in accordance with the Order. In that event, the redemption
provisions will be described in the final Official Statement.

Security

The Bonds are direct obligations of the District and are payable as to both principal and interest from an ad valorem tax annually
levied, without legal limit as to rate or amount, on all taxable property within the District. The District has received conditional approval
from the Texas Education Agency (the “TEA”) for the payment of the Bonds to be guaranteed under the State of Texas Permanent
School Fund Guarantee Program (hereinafter defined), which guarantee will automatically become effective when the Attorney
General of Texas approves the Bonds. (See "STATE AND LOCAL FUNDING OF SCHOOL DISTRICTS IN TEXAS”, “CURRENT
PUBLIC SCHOOL FINANCE SYSTEM” and “THE PERMANENT SCHOOL FUND GUARANTEE PROGRAM").

Permanent School Fund Guarantee

In connection with the sale of the Bonds, the District has received conditional approval from the Commissioner of Education of the
TEA for the guarantee of the Bonds under the Permanent School Fund Guarantee Program (Chapter 45, Subchapter C, of the
Texas Education Code, as amended). Subject to meeting certain conditions discussed under the heading “THE PERMANENT
SCHOOL FUND GUARANTEE PROGRAM” herein, the Bonds will be absolutely and unconditionally guaranteed by the corpus of
the Permanent School Fund of the State of Texas. In the event of a payment default by the District, registered owners will receive
all payments due from the corpus of the Permanent School Fund.

In the event the District defeases any of the Bonds, the payment of such defeased Bonds will cease to be guaranteed by the
Permanent School Fund Guarantee Program.
Legality

The Bonds are offered when, as and if issued, subject to the approval of legality by the Attorney General of the State of Texas and
the approval of certain legal matters by Norton Rose Fulbright US LLP, Dallas, Texas, Bond Counsel. (See “LEGAL MATTERS”
and “Appendix C - Form of Legal Opinion of Bond Counsel”).



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

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

Defeasance

The Order provides for the defeasance of the Bonds when the payment of the principal of and premium, if any, on such Bonds,
plus interest thereon to the due date thereof (whether such due date be by reason of maturity, redemption, or otherwise), is
provided by irrevocably depositing with the Paying Agent/Registrar, or other authorized escrow agent, in trust (1) money sufficient
to make such payment or (2) Government Securities to mature as to principal and interest in such amounts 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. The Order provides that “Government 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, on the date of their
acquisition or purchase by the District are rated as to investment quality by a nationally 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, on the date of their acquisition or purchase by the District 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 law that may be used to defease obligations such as the Bonds. District
officials may restrict the use of such eligible securities as deemed appropriate. The District has the right, subject to satisfying the
requirements of (1) and (2) above, to substitute other Government Securities for the Government Securities originally deposited,
to reinvest the uninvested moneys on deposit for such defeasance and to withdraw for the benefit of the District moneys in
excess of the amount required for such defeasance. District officials have reserved the right to restrict the universe of
Government Securities in connection with the pricing and sale of the Bonds.

There is no assurance that the current law will not be changed in a manner which would permit investments other than those
described above to be made with amounts deposited to defease the Bonds. Because the Order does not contractually limit such
investments, registered owners will be 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 State law. There is
no assurance that the ratings for U.S. Treasury securities used as Government Securities or that for any other Government
Security will be maintained at any particular rating category.

Upon such deposit as described above, such Bonds shall no longer be regarded to be outstanding or unpaid and will cease to be
outstanding obligations secured by the Order or treated as debt of the District for purposes of taxation or applying any limitation
on the District’s ability to issue debt or for any other purpose.

Furthermore, the Permanent School Fund Guarantee will terminate with respect to any Bonds defeased in the manner provided
above.

Sources and Uses of Funds

The proceeds from the sale of the Bonds, together with a cash contribution from the District, will be applied approximately as
follows:

Sources
Par Amount of Bonds $
[Net] Reoffering Premium
Accrued Interest on Bonds
District Contribution
Total Sources of Funds $

Uses
Deposit to Escrow Fund $
Costs of Issuance
Purchaser’s Discount
Deposit to Interest and Sinking Fund
Total Uses of Funds $

REGISTERED OWNERS' REMEDIES

If the District defaults in the payment, when due, of principal or interest on the Bonds, redemption price of the Bonds or defaults
in the observation or performance of any other covenants, conditions, or obligations set forth in the Order, and the State fails to
honor the Permanent School Fund Guarantee as hereinafter discussed, the failure to perform which materially, adversely affects
the rights of the owners, including but not limited to, their prospective ability to be repaid in accordance with the Order, anz
registered owner is entitled to seek a writ of mandamus from a court of proper jurisdiction requirinfg the District to make suc

payment or observe and perform such covenants, obligations, or conditions. The issuance of a writ of mandamus may be sought
If there is no other available remedy at law to compel performance of the Bonds or the Order and the District’s obligations are
not uncertain or disputed, as well as to enforce the rights of payment under the Permanent School Fund Guarantee. The
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issuance of a writ of mandamus is controlled by equitable principles and rests with the discretion of the court, but may not be
arbitrarily refused. There is no acceleration of stated 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 Order does not provide for the appointment of a trustee to
represent the interest of the owners upon any failure of the District to perform in accordance with the terms of the Order, 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.3d 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 District’'s sovereign
immunity from a suit for money damages, bondholders may not be able to bring such a suit against the District for breach of the
Bonds or Order covenants in the absence of District action. Even if a judgment against the District could be obtained, it could not
be enforced by direct levy and execution against the District's property. Further, the registered owners cannot themselves
foreclose on property within the District or sell property within the District to enforce the tax lien on taxable property to pay the
principal of and interest on the Bonds. Furthermore, the District 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 District avail itself of Chapter 9 protection from
creditors, the ability to enforce would be subject to the approval of the Bankruptcz 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. See “THE PERMANENT SCHOOL FUND
GUARANTEE PROGRAM" herein for a description of the procedures to be followed for payment of the Bonds by the Permanent
School Fund in the event the District fails to make a payment on the Bonds when due. The opinion of Bond Counsel will note
that all opinions relative to the enforceability of the Order and the Bonds are qualified with respect to the customary rights of
debtors relative to their creditors and by general principles of equity which permit the exercise of judicial discretion.

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 District, the Financial Advisor and the Purchaser believe the source of such information to be
reliable, but take no responsibility for the accuracy or completeness thereof.

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

The 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 Bond certificate will be issued for each maturity of the Bonds, each in the aggregate principal amount
of such 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 S&P Global Ratings rating of AA+. The DTC Rules applicable to its
Participants are on file with the United States Securities and Exchange Commission. More information about DTC can be found
at www.dtcc.com.

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

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

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

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

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

All payments on the Bonds will be made to Cede & Co., or such other nominee as may be requested by an authorized
representative of DTC. DTC’s practice is to credit Direct Participants’ accounts upon DTC'’s receipt of funds and corresponding
detail information from the District or the Paying Agent/Registrar, on 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, the Paying Agent/Registrar, or the District, subject to any
statutory or regulatory requirements as may be in effect from time to time. All payments to Cede & Co. (or such other nominee as
may be requested by an authorized representative of DTC) are the responsibility of the District or the Paying Agent/Registrar,
disbursement of such payments to Direct Participants will be the responsibility of DTC, and disbursement of such payments to the
Beneficial Owners will be the responsibility of Direct and Indirect Participants.

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

The District may decide to discontinue use of the system of book-entry-only transfers through DTC (or a successor Bonds
depository). In that event, physical Bond certificates will be printed and delivered.

The information in this section concerning DTC and DTC’s Book-Entry-Only System has been obtained from sources that the
District believes to be reliable, but none of the District, the Financial Advisor, or the Purchaser take any responsibility for the
accuracy thereof.

Use of Certain Terms in Other Sections of this Official Statement

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

REGISTRATION, TRANSFER AND EXCHANGE
Paying Agent/Registrar

The initial Paying Agent/Registrar for the Bonds is BOKF, NA, Dallas, Texas. In the Order, the District covenants to maintain and
provide a Paying Agent/Registrar until the Bonds are duly paid.

Successor Paying Agent/Registrar

Provision is made in the Order for replacing the Paying Agent/Registrar. If the District replaces the Paying Agent/Registrar, such
Paying Agent/Registrar shall, promptly upon the appointment of a successor, deliver the Paying Agent/Registrar's records to the
successor Paying Agent/Registrar, and the successor Paying Agent/Registrar shall act in the same capacity as the previous Paying
Agent/Registrar.  Any successor Paying Agent/Registrar selected by the District shall be a commercial bank or trust company
organized under the laws of the United States or any state or other entity duly qualified and legally authorized to serve and perform
the duties of the Paying Agent/Registrar for the Bonds. Upon any change in the Paying Agent/Registrar for the Bonds, the District
has agreed to promptly cause a written notice thereof to be sent to each registered owner of the Bonds by United States mail,
first-class, postage prepaid, which notice shall also give the address of the new Paying Agent/Registrar.

Initial Registration

Definitive Bonds will be initially registered and delivered only to Cede & Co., the nominee of DTC pursuant to the Book-Entry-
Only System described herein.

Future Registration

In the event the Book-Entry-Only System is discontinued, the Bonds may be transferred, registered and assigned on the
registration books only upon presentation and surrender of the Bonds 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 Bonds 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 Bond or Bonds being transferred or exchanged at the corporate trust
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. To the extent possible, new Bonds issued in an exchange or transfer of Bonds will be delivered to the
registered owner or assignee of the registered owner in not more than three (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 authorized denominations and for a like aggregate principal amount as the Bonds surrendered for
exchange or transfer.

Neither the District nor the Paying Agent/Registrar shall be required to issue or transfer to an assignee of a Holder any Bond
called for redemption, in whole or in part, within forty-five 345) days of the date fixed for the redemption of such Bond; provided,
however, such limitation on transferability shall not be applicable to an exchange by the Holder of the unredeemed balance of a
Bond called for redemption in part.

Record Date For Interest Payment

The record date (“Record Date”) for determining the person to whom the interest on the Bonds is payable on any interest payment
date means the close of business on the last business day of the next preceding month. In the event of a non-payment of interest
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on a scheduled payment date, that continues for 30 days or more 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 or on behalf of the District. Notice of the Special Record Date and of the scheduled payment date of the past
due interest (the "Special Payment Date" which shall be 15 days after the Special Record Date) shall be sent at least five business
days prior to the Special Record Date by United States mail, first class, postage prepaid, to the address of each registered owner of
a Bond appearing on the 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.

Replacement Bonds

If any Bond is mutilated, destroyed, stolen or lost, a new Bond in the same principal amount as the Bond so mutilated, destroyed,
stolen or lost will be issued. In the case of a mutilated Bond, such new Bond will be delivered only upon surrender and cancellation
of such mutilated Bond. In the case of any Bond issued in lieu of and substitution for a Bond which has been destroyed, stolen or
lost, such new Bond will be delivered only (a) upon filing with the District and the Paying Agent/Registrar a certificate to the effect
that such Bond has been destroyed, stolen or lost and proof of the ownership thereof, and (b) upon furnishing the District and the
Paying Agent/Registrar with indemnity satisfactory to them. The person requesting the authentication and delivery of a new Bond
must pay such expenses as the Paying Agent/Registrar may incur in connection therewith.

THE PERMANENT SCHOOL FUND GUARANTEE PROGRAM

The information below concerning the State Permanent School Fund and the Guarantee Program for school district bonds has
been provided by the Texas Education Agency (the “TEA”) and is not guaranteed as to accuracy or completeness by, and is not
construed as a representation by the District, the Financial Advisor, or the Purchaser.

This disclosure statement provides information relating to the program (the “Guarantee Program”) administered by the Texas
Education Agency (the “TEA”) with respect to the Texas Permanent School Fund guarantee of tax-supported bonds issued by
Texas school districts and the guarantee of revenue bonds issued by or for the benefit of Texas charter districts. The Guarantee
Program was authorized by an amendment to the Texas Constitution in 1983 and by Subchapter C of Chapter 45 of the Texas
Education Code, as amended (the “Act”). While the Guarantee Program applies to bonds issued by or for both school districts and
charter districts, as described below, the Act and the program rules for the two types of districts have some distinctions. For
convenience of description and reference, those aspects of the Guarantee Program that are applicable to school district bonds and
to charter district bonds are referred to herein as the “School District Bond Guarantee Program” and the “Charter District Bond
Guarantee Program,” respectively.

Some of the information contained in this Section may include projections or other forward-looking statements regarding future
events or the future financial performance of the Texas Permanent School Fund (the “PSF” or the “Fund”). Actual results may differ
materially from those contained in any such projections or forward-looking statements.

History and Purpose

The PSF was created with a $2,000,000 appropriation by the Texas Legislature (the “Legislature”) in 1854 expressly for the benefit
of the public schools of Texas. The Constitution of 1876 stipulated that certain lands and all proceeds from the sale of these lands
should also constitute the PSF. Additional acts later gave more public domain land and rights to the PSF. In 1953, the U.S.
Congress passed the Submerged Lands Act that relinquished to coastal states all rights of the U.S. navigable waters within state
boundaries. If the state, by law, had set a larger boundary prior to or at the time of admission to the Union, or if the boundary had
been approved by Congress, then the larger boundary applied. After three years of litigation (1957-1960), the U. S. Supreme Court
on May 31, 1960, affirmed Texas’ historic three marine leagues (10.35 miles) seaward boundary. Texas proved its submerged
lands property rights to three leagues into the Gulf of Mexico by citing historic laws and treaties dating back to 1836. All lands lying
within that limit belong to the PSF. The proceeds from the sale and the mineral-related rental of these lands, including bonuses,
delay rentals and royalty payments, become the corpus of the Fund. Prior to the approval by the voters of the State of an
amendment to the constitutional provision under which the Fund is established and administered, which occurred on September 13,
2003 (the “Total Return Constitutional Amendment”), and which is further described below, the PSF had as its main sources of
revenues capital gains from securities transactions and royalties from the sale of oil and natural gas. The Total Return
Constitutional Amendment provides that interest and dividends produced by Fund investments will be additional revenue to the
PSF. The State School Land Board (“SLB”) maintains the land endowment of the Fund on behalf of the Fund and is generally
authorized to manage the investments of the capital gains, royalties and other investment income relating to the land endowment.
The SLB is a five member board, the membership of which consists of the Commissioner of the Texas General Land Office (the
“Land Commissioner”) and four citizen members appointed by the Governor. (See “2019 Texas Legislative Session” for a
description of legislation that changed the composition of the SLB). As of August 31, 2019, the General Land Office (the “GLO”)
managed approximately 26% of the PSF, as reflected in the fund balance of the PSF at that date.

The Texas Constitution describes the PSF as “permanent.” Prior to the approval by Texas voters of the Total Return Constitutional
Amendment, only the income produced by the PSF was to be used to complement taxes in financing public education.

On November 8, 1983, the voters of the State approved a constitutional amendment that provides for the guarantee by the PSF of
bonds issued by school districts. On approval by the State Commissioner of Education (the “Commissioner”), bonds properly
issued by a school district are fully guaranteed by the corpus of the PSF. See “The School District Bond Guarantee Program.”

In 2011, legislation was enacted that established the Charter District Bond Guarantee Program as a new component of the
Guarantee Program. That legislation authorized the use of the PSF to guarantee revenue bonds issued by or for the benefit of
certain open-enrollment charter schools that are designated as “charter districts” by the Commissioner. On approval by the
Commissioner, bonds properly issued by a charter district participating in the Program are fully guaranteed by the corpus of the
PSF. As described below, the implementation of the Charter District Bond Guarantee Program was deferred pending receipt of
guidance from the Internal Revenue Service (the “IRS”) which was received in September 2013, and the establishment of
regulations to govern the program, which regulations became effective on March 3, 2014. See “The Charter District Bond
Guarantee Program.”

State law also permits charter schools to be chartered and operated by school districts and other political subdivisions, but bond
financing of facilities for school district-operated charter schools is subject to the School District Bond Guarantee Program, not the
Charter District Bond Guarantee Program.

While the School District Bond Guarantee Program and the Charter District Bond Guarantee Program relate to different types of
bonds issued for different types of Texas public schools, and have different program regulations and requirements, a bond
guaranteed under either part of the Guarantee Program has the same effect with respect to the guarantee obligation of the Fund
thereto, and all guaranteed bonds are aggregated for purposes of determining the capacity of the Guarantee Program (see
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“Capacity Limits for the Guarantee Program”). The Charter District Bond Guarantee Program as enacted by State law has not been
reviewed by any court, nor has the Texas Attorney General been requested to issue an opinion, with respect to its constitutional
validity.

The sole purpose of the PSF is to assist in the funding of public education for present and future generations. Prior to the adoption
of the Total Return Constitutional Amendment, all interest and dividends produced by Fund investments flowed into the Available
School Fund (the “ASF”), where they are distributed to local school districts and open-enroliment charter schools based on average
daily attendance. Any net gains from investments of the Fund accrue to the corpus of the PSF. Prior to the approval by the voters
of the State of the Total Return Constitutional Amendment, costs of administering the PSF were allocated to the ASF. With the
approval of the Total Return Constitutional Amendment, the administrative costs of the Fund have shifted from the ASF to the PSF.
In fis$cal year 2019, distributions to the ASF amounted to an estimated $306 per student and the total amount distributed to the ASF
was $1,535.8 million.

Audited financial information for the PSF is provided annually through the PSF Comprehensive Annual Financial Report (the
“Annual Report”), which is filed with the Municipal Securities Rulemaking Board (“MSRB”). The Annual Report includes the
Message of the Executive Administrator of the Fund (the “Message”) and the Management’s Discussion and Analysis (“MD&A”).
The Annual Report for the year ended August 31, 2019, as filed with the MSRB in accordance with the PSF undertaking and
agreement made in accordance with Rule 15c2-12 (“Rule 15¢2-12") of the federal Securities and Exchange Commission (the
“SEC”), as described below, is hereby incorporated by reference into this disclosure. Information included herein for the year ended
August 31, 2019 is derived from the audited financial statements of the PSF, which are included in the Annual Report as it is filed
and posted. Reference is made to the Annual Report for the complete Message and MD&A for the year ended August 31, 2019
and for a description of the financial results of the PSF for the year ended August 31, 2019, the most recent year for which audited
financial information regarding the Fund is available. The 2019 Annual Report speaks only as of its date and the TEA has not
obligated itself to update the 2019 Annual Report or any other Annual Report. The TEA posts each Annual Report, which includes
statistical data regarding the Fund as of the close of each fiscal year, the most recent disclosure for the Guarantee Program, the
Statement of Investment Objectives, Policies and Guidelines of the Texas Permanent School Fund, which is codified at 19 Texas
Administrative Code, Chapter 33 (the “Investment Policy”), monthly updates with respect to the capacity of the Guarantee Program
(collectively, the “Web Site Materials”) on the TEA web site at http://tea.texas.gov/Finance_and_Grants/Permanent_School_Fund/
and with the MSRB at www.emma.msrb.org. Such monthly updates regarding the Guarantee Program are also incorporated herein
and made a part hereof for all purposes. In addition to the Web Site Materials, the Fund is required to make quarterly filings with
the SEC under Section 13(f) of the Securities Exchange Act of 1934. Such filings, which consist of a list of the Fund’s holdings of
securities specified in Section 13(f), including exchange-traded (e.g., NYSE) or NASDAQ-quoted stocks, equity options and
warrants, shares of closed-end investment companies and certain convertible debt securities, is available from the SEC at
www.sec.gov/edgar.shtml. A list of the Fund’s equity and fixed income holdings as of August 31 of each year is posted to the TEA
web site and filed with the MSRB. Such list excludes holdings in the Fund’s securities lending program. Such list, as filed, is
incorporated herein and made a part hereof for all purposes.

2019 Texas Legislative Session

During the 86th Regular Session of the Texas Legislature, which concluded on May 27, 2019 (the “86th Session”), various bills
were enacted that relate to the PSF. Among such enacted legislation are bills that relate to the composition of the SLB and its
relationship to the SBOE with respect to the management of the PSF. Legislation was approved that changed the composition of
the SLB to a five member board from a three member board. Under that bill, the Land Commissioner will continue to head the SLB,
but the remaining four members are appointed by the Governor, and of those four members, two are required to be selected from a
list of nominees to be submitted to the Governor by the SBOE. That legislation also requires an annual joint meeting of the SLB
and the SBOE for the purpose of discussing the allocation of the assets of the PSF and the investment of money in the PSF. Other
enacted legislation requires the SLB and the SBOE to provide quarterly financial reports to each other and creates a “permanent
school fund liquid account” in the PSF for the purpose of receiving funds transferred from the SLB on a quarterly basis that are not
then invested by the SLB or needed within the forthcoming quarter for investment by the SBOE. Such funds shall be invested in
liquid assets in the same manner that the PSF is managed until such time as the funds are required for investment by the SLB.
That legislation also requires the Texas Education Agency, in consultation with the GLO, to conduct a study regarding distributions
to the ASF from the PSF. In addition, a joint resolution was approved that proposed a constitutional amendment to the Texas
Constitution to increase the permissible amount of distributions to the ASF from revenue derived during a year from PSF land or
other properties from $300 million to $600 million annually by one or more entities. That constitutional change was approved by
State voters at a referendum on November 5, 2019. See “2011 and 2019 Constitutional Amendments.”

Other legislation enacted during the 86th Session provides for the winding up of the affairs of an open-enroliment charter school
that ceases operations, including as a result of the revocation or other termination of its charter. In particular, among other
provisions, the legislation addresses the disposition of real and personal property of a discontinued charter school and provides
under certain circumstances for reimbursement to be made to the State, if the disposed property was acquired with State funds;
authorizes the Commissioner to adopt a rule to govern related party transactions by charter schools; and creates a “charter school
liquidation fund” for the management of any reclaimed State funds, including, in addition to other potential uses, for the use of
deposit of such reclaimed funds to the Charter District Reserve Fund.

No assessment has been made by the TEA or PSF staff as to the potential financial impact of any legislation enacted during the
86th Session, including the increase in the permissible amount that may be transferred from the PSF to the ASF, as approved by
State voters at the November 5, 2019 referendum.

The Total Return Constitutional Amendment

The Total Return Constitutional Amendment approved a fundamental change in the way that distributions are made to the ASF
from the PSF. The Total Return Constitutional Amendment requires that PSF distributions to the ASF be determined using a total-
return-based formula instead of the current-income-based formula, which was used from 1964 to the end of the 2003 fiscal year.
The Total Return Constitutional Amendment provides that the total amount distributed from the Fund to the ASF: (1) in each year of
a State fiscal biennium must be an amount that is not more than 6% of the average of the market value of the Fund, excluding real
property (the “Distribution Rate”), on the last day of each of the sixteen State fiscal quarters preceding the Regular Session of the
Legislature that begins before that State fiscal biennium (the “Distribution Measurement Period”), in accordance with the rate
adopted by: (a) a vote of two-thirds of the total membership of the State Board of Education (“SBOE”), taken before the Regular
Session of the Legislature convenes or (b) the Legislature by general law or appropriation, if the SBOE does not adopt a rate as
provided by clause (a); and (2) over the ten-year period consisting of the current State fiscal year and the nine preceding state fiscal
years may not exceed the total return on all investment assets of the Fund over the same ten-year period (the “Ten Year Total
Return”). In April 2009, the Attorney General issued a legal opinion, Op. Tex. Att'y Gen. No. GA-0707 (2009) (“GA-0707"), at the
request of the Chairman of the SBOE with regard to certain matters pertaining to the Distribution Rate and the determination of the
Ten Year Total Return. In GA-0707 the Attorney General opined, among other advice, that (i) the Ten Year Total Return should be
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calculated on an annual basis, (ii) a contingency plan adopted by the SBOE, to permit monthly transfers equal in aggregate to the
annual Distribution Rate to be halted and subsequently made up if such transfers temporarily exceed the Ten Year Total Return, is
not prohibited by State law, provided that such contingency plan applies only within a fiscal year time basis, not on a biennium
basis, and (iii) that the amount distributed from the Fund in a fiscal year may not exceed 6% of the average of the market value of
the Fund or the Ten Year Total Return. In accordance with GA-0707, in the event that the Ten Year Total Return is exceeded
during a fiscal year, transfers to the ASF will be halted. However, if the Ten Year Total Return subsequently increases during that
biennium, transfers may be resumed, if the SBOE has provided for that contingency, and made in full during the remaining period of
the biennium, subject to the limit of 6% in any one fiscal year. Any shortfall in the transfer that results from such events from one
biennium may not be paid over to the ASF in a subsequent biennium as the SBOE would make a separate payout determination for
that subsequent biennium.

In determining the Distribution Rate, the SBOE has adopted the goal of maximizing the amount distributed from the Fund in a
manner designed to preserve “intergenerational equity.” Intergenerational equity is the maintenance of purchasing power to ensure
that endowment spending keeps pace with inflation, with the ultimate goal being to ensure that current and future generations are
given equal levels of purchasing power in real terms. In making this determination, the SBOE takes into account various
considerations, and relies upon its staff and external investment consultant, which undertake analysis for long-term projection
periods that includes certain assumptions. Among the assumptions used in the analysis are a projected rate of growth of the
average daily scholastic attendance State-wide, the projected contributions and expenses of the Fund, projected returns in the
capital markets and a projected inflation rate.

See “2011 and 2019 Constitutional Amendments” below for a discussion of the historic and current Distribution Rates, and a
description of amendments made to the Texas Constitution on November 8, 2011 and November 5, 2019 that may affect
Distribution Rate decisions.

Since the enactment of a prior amendment to the Texas Constitution in 1964, the investment of the Fund has been managed with
the dual objectives of producing current income for transfer to the ASF and growing the Fund for the benefit of future generations.
As a result of this prior constitutional framework, prior to the adoption of the 2004 asset allocation policy the investment of the Fund
historically included a significant amount of fixed income investments and dividend-yielding equity investments, to produce income
for transfer to the ASF.

With respect to the management of the Fund'’s financial assets portfolio, the single most significant change made to date as a result
of the Total Return Constitutional Amendment has been new asset allocation policies adopted from time to time by the SBOE. The
SBOE generally reviews the asset allocations during its summer meeting in even numbered years. The first asset allocation policy
adopted by the SBOE following the Total Return Constitutional Amendment was in February 2004, and the policy was reviewed
and modified or reaffirmed in the summers of each even-numbered year, most recently in July 2020. The Fund’s investment policy
provides for minimum and maximum ranges among the components of each of the asset classifications: equities, fixed income and
alternative asset investments. Periodic changes in the asset allocation policies have been made with the objective of providing
diversity to Fund assets, and have included an alternative asset allocation in addition to the fixed income and equity allocations.
The alternative asset allocation category includes real estate, real return, absolute return and private equity components.
Alternative asset classes diversify the SBOE-managed assets and are not as correlated to traditional asset classes, which is
intended to increase investment returns over the long run while reducing risk and return volatility of the portfolio. The most recent
asset allocation, approved in July 2020, is as follows: (i) an equity allocation of 37% (consisting of U.S. large cap equities targeted
at 14%, international large cap equities at 14%, emerging market equities at 3%, and U.S. small/mid cap equities at 6%), (ii) a fixed
income allocation of 25% (consisting of a 12% allocation for core bonds, a 7% allocation for emerging market debt in local currency,
a 3% allocation for high yield bonds, and a 3% allocation for U.S. Treasury bonds), and (jii) an alternative asset allocation of 38%
(consisting of a private equity allocation of 15%, a real estate allocation of 11%, an absolute return allocation of 7%, a 1% allocation
for private equity and real estate for emerging managers, and a real return allocation of 4%). As compared to the 2016 asset
allocation, the 2020 asset allocation increased U.S. large cap equities and small/mid-cap U.S. equities by a combined 2%, added
high yield bonds and U.S Treasury bonds to the fixed income allocation in the amounts noted above, increased combined private
equity and real estate from 23% to 27%, eliminated the risk parity allocation, which was previously a 7% allocation within the global
risk control strategy category of alternative assets, and reduced the absolute return allocation within the global risk control strategy
category of alternative assets to 7% from 10%.

In accordance with legislation enacted during the 86th Session and effective September 1, 2019, the PSF has established an
investment account for purposes of investing cash received from the GLO to be invested in liquid assets and managed by the
SBOE in the same manner it manages the PSF. That cash has previously been included in the PSF valuation, but was held and
invested by the State Comptroller. In July 2020, the SBOE adopted an asset allocation policy for the liquidity account consisting of
20% cash, 40% equities and 40% fixed income. The liquidity account equity allocation consists of U.S. large cap, U.S. small/mid
cap and international large cap equities of 20%, 5% and 15%, respectively. The liquidity account fixed income allocation consists of
core bonds, Treasury Inflation Protection Securities and short duration fixed income categories of 5%, 10% and 25%, respectively.

For a variety of reasons, each change in asset allocation for the Fund, including the 2020 modifications, have been or will be
implemented in phases, and that approach is likely to be carried forward when and if the asset allocation policy is again modified.
At August 31, 2019, the Fund’s financial assets portfolio was invested as follows: 34.91% in public market equity investments;
13.35% in fixed income investments; 10.58% in absolute return assets; 11.31% in private equity assets; 8.71% in real estate
assets; 7.46% in risk parity assets; 6.16% in real return assets; 7.03% in emerging market debt; and 0.49% in unallocated cash.

Following on previous decisions to create strategic relationships with investment managers in certain asset classes, in September
2015 and January 2016, the SBOE approved the implementation of direct investment programs in private equity and absolute
return assets, respectively, which has continued to reduce administrative costs within those portfolios. The Attorney General has
advised the SBOE in Op. Tex. Att'y Gen. No. GA-0998 (2013) (“GA-0998"), that the PSF is not subject to requirements of certain
State competitive bidding laws with respect to the selection of investments. In GA-0998, the Attorney General also advised that the
SBOE generally must use competitive bidding for the selection of investment managers and other third party providers of
investment services, such as record keeping and insurance, but excluding certain professional services, such as accounting
services, as State law prohibits the use of competitive bidding for specified professional services. GA-0998 provides guidance to
the SBOE in connection with the direct management of alternative investments through investment vehicles to be created by the
SBOE, in lieu of contracting with external managers for such services, as has been the recent practice of the PSF. The PSF staff
and the Fund’s investment advisor are tasked with advising the SBOE with respect to the implementation of the Fund's asset
allocation policy, including the timing and manner of the selection of any external managers and other consultants.

In accordance with the Texas Constitution, the SBOE views the PSF as a perpetual institution, and the Fund is managed as an
endowment fund with a long-term investment horizon. Under the total-return investment objective, the Investment Policy provides
that the PSF shall be managed consistently with respect to the following: generating income for the benefit of the public free
schools of Texas, the real growth of the corpus of the PSF, protecting capital, and balancing the needs of present and future
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generations of Texas school children. As described above, the Total Return Constitutional Amendment restricts the annual pay-out
from the Fund to the total-return on all investment assets of the Fund over a rolling ten-year period. State law provides that each
transfer of funds from the PSF to the ASF is made monthly, with each transfer to be in the amount of one-twelfth of the annual
distribution. The heavier weighting of equity securities and alternative assets relative to fixed income investments has resulted in
greater volatility of the value of the Fund. Given the greater weighting in the overall portfolio of passively managed investments, it is
expected that the Fund will reflect the general performance returns of the markets in which the Fund is invested.

The asset allocation of the Fund’s financial assets portfolio is subject to change by the SBOE from time to time based upon a
number of factors, including recommendations to the SBOE made by internal investment staff and external consultants, changes
made by the SBOE without regard to such recommendations and directives of the Legislature. Fund performance may also be
affected by factors other than asset allocation, including, without limitation, the general performance of the securities markets in the
United States and abroad; political and investment considerations including those relating to socially responsible investing;
economic impacts relating to domestic and international climate change; development of hostilities in and among nations;
cybersecurity issues that affect the securities markets, changes in international trade policies, economic activity and investments, in
general, application of the prudent person investment standard, which may eliminate certain investment opportunities for the Fund;
management fees paid to external managers and embedded management fees for some fund investments; and limitations on the
number and compensation of internal and external investment staff, which is subject to legislative oversight. The Guarantee
Program could also be impacted by changes in State or federal law or the implementation of new accounting standards.

Management and Administration of the Fund

The Texas Constitution and applicable statutes delegate to the SBOE the authority and responsibility for investment of the PSF’s
financial assets. In investing the Fund, the SBOE is charged with exercising the judgment and care under the circumstances then
prevailing which persons of ordinary prudence, discretion and intelligence exercise in the management of their own affairs, not in
regard to speculation, but in regard to the permanent disposition of their funds, considering the probable income therefrom as well
as the probable safety of their capital. The SBOE has adopted a “Statement of Investment Objectives, Policies, and Guidelines of
the Texas Permanent School Fund,” which is codified in the Texas Administrative Code beginning at 19 TAC section 33.1.

The Total Return Constitutional Amendment provides that expenses of managing the PSF are to be paid “by appropriation” from the
PSF. In January 2005, at the request of the SBOE, the Attorney General issued a legal opinion, Op. Tex. Att'y Gen. No. GA-0293
(2005), that the Total Return Constitutional Amendment requires that SBOE expenditures for managing or administering PSF
investments, including payments to external investment managers, be paid from appropriations made by the Legislature, but that
the Total Return Constitutional Amendment does not require the SBOE to pay from such appropriated PSF funds the indirect
management costs deducted from the assets of a mutual fund or other investment company in which PSF funds have been
invested.

Texas law assigns control of the Fund’s land and mineral rights to the SLB. Administrative duties related to the land and mineral
rights reside with the GLO, which is under the guidance of the Commissioner of the GLO. In 2007, the Legislature established the
real estate special fund account of the PSF (the “Real Estate Account”) consisting of proceeds and revenue from land, mineral or
royalty interest, real estate investment, or other interest, including revenue received from those sources, that is set apart to the PSF
under the Texas Constitution and laws, together with the mineral estate in riverbeds, channels, and the tidelands, including islands.
The investment of the Real Estate Account is subject to the sole and exclusive management and control of the SLB and the Land
Commissioner, who is also the head of the GLO. The 2007 legislation presented constitutional questions regarding the respective
roles of the SBOE and the SLB relating to the disposition of proceeds of real estate transactions to the ASF, among other
questions. Amounts in the investment portfolio of the PSF are taken into account by the SBOE for purposes of determining the
Distribution Rate. An amendment to the Texas Constitution was approved by State voters on November 8, 2011, which permits the
SLB to make transfers directly to the ASF, see “2011 and 2019 Constitutional Amendments” below.

The SBOE contracts with its securities custodial agent to measure the performance of the total return of the Fund’s financial assets.
A consultant is typically retained for the purpose of providing consultation with respect to strategic asset allocation decisions and to
assist the SBOE in selecting external fund management advisors. The SBOE also contracts with financial institutions for custodial
and securities lending services. Like other State agencies and instrumentalities that manage large investment portfolios, the PSF
has implemented an incentive compensation plan that may provide additional compensation for investment personnel, depending
upon the criteria relating to the investment performance of the Fund.

As noted above, the Texas Constitution and applicable statutes make the SBOE responsible for investment of the PSF’s financial
assets. By law, the Commissioner is appointed by the Governor, with Senate confirmation, and assists the SBOE, but the
Commissioner can neither be hired nor dismissed by the SBOE. The Executive Administrator of the Fund is also hired by and
reports to the Commissioner. Moreover, although the Fund’s Executive Administrator and his staff implement the decisions of and
provide information to the School Finance/PSF Committee of the SBOE and the full SBOE, the SBOE can neither select nor
dismiss the Executive Administrator. TEA’s General Counsel provides legal advice to the Executive Administrator and to the
SBOE. The SBOE has also engaged outside counsel to advise it as to its duties over the Fund, including specific actions regarding
the investment of the PSF to ensure compliance with fiduciary standards, and to provide transactional advice in connection with the
investment of Fund assets in non-traditional investments.

Capacity Limits for the Guarantee Program

The capacity of the Fund to guarantee bonds under the Guarantee Program is limited in two ways: by State law (the “State
Capacity Limit") and by regulations and a notice issued by the IRS (the “IRS Limit"). Prior to May 20, 2003, the State Capacity Limit
was equal to two times the lower of cost or fair market value of the Fund’s assets, exclusive of real estate. During the 78th Regular
Session of the Legislature in 2003, legislation was enacted that increased the State Capacity Limit by 25%, to two and one half
times the lower of cost or fair market value of the Fund’s assets as estimated by the SBOE and certified by the State Auditor, and
eliminated the real estate exclusion from the calculation. Prior to the issuance of the IRS Notice (defined below), the capacity of the
program under the IRS Limit was limited to two and one-half times the lower of cost or fair market value of the Fund’s assets
adjusted by a factor that excluded additions to the Fund made since May 14, 1989. During the 2007 Texas Legislature, Senate Bill
389 (“SB 389”) was enacted providing for additional increases in the capacity of the Guarantee Program, and specifically providing
that the SBOE may by rule increase the capacity of the Guarantee Program from two and one-half times the cost value of the PSF
to an amount not to exceed five times the cost value of the PSF, provided that the increased limit does not violate federal law and
regulations and does not prevent bonds guaranteed by the Guarantee Program from receiving the highest available credit rating, as
determined by the SBOE. SB 389 further provides that the SBOE shall at least annually consider whether to change the capacity of
the Guarantee Program. From 2005 through 2009, the Guarantee Program twice reached capacity under the IRS Limit, and in
each instance the Guarantee Program was closed to new bond guarantee applications until relief was obtained from the IRS. The
most recent closure of the Guarantee Program commenced in March 2009 and the Guarantee Program reopened in February 2010
on the basis of receipt of the IRS Notice.
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On December 16, 2009, the IRS published Notice 2010-5 (the “IRS Notice”) stating that the IRS will issue proposed regulations
amending the existing regulations to raise the IRS limit to 500% of the total cost of the assets held by the PSF as of December 16,
2009. In accordance with the IRS Notice, the amount of any new bonds to be guaranteed by the PSF, together with the then
outstanding amount of bonds previously guaranteed by the PSF, must not exceed the IRS limit on the sale date of the new bonds to
be guaranteed. The IRS Notice further provides that the IRS Notice may be relied upon for bonds sold on or after December 16,
2009, and before the effective date of future regulations or other public administrative guidance affecting funds like the PSF.

On September 16, 2013, the IRS published proposed regulations (the “Proposed IRS Regulations”) that, among other things, would
enact the IRS Notice. The preamble to the Proposed IRS Regulations provides that issuers may elect to apply the Proposed IRS
Regulations, in whole or in part, to bonds sold on or after September 16, 2013, and before the date that final regulations become
effective.

On July 18, 2016, the IRS issued final regulations enacting the IRS Notice (the “Final IRS Regulations”). The Final IRS Regulations
are effective for bonds sold on or after October 17, 2016. The IRS Notice, the Proposed IRS Regulations and the Final IRS
Regulations establish a static capacity for the Guarantee Program based upon the cost value of Fund assets on December 16,
2009 multiplied by five. On December 16, 2009, the cost value of the Guarantee Program was $23,463,730,608 (estimated and
unaudited), thereby producing an IRS Limit of approximately $117.3 billion. The State Capacity Limit is determined on the basis of
the cost value of the Fund from time to time multiplied by the capacity multiplier determined annually by the SBOE, but not to
exceed a multiplier of five. The capacity of the Guarantee Program will be limited to the lower of the State Capacity Limit or the IRS
Limit. On May 21, 2010, the SBOE modified the regulations that govern the School District Bond Guarantee Program (the “SDBGP
Rules”), and increased the State Law Capacity to an amount equal to three times the cost value of the PSF. Such modified
regulations, including the revised capacity rule, became effective on July 1, 2010. The SDBGP Rules provide that the
Commissioner may reduce the multiplier to maintain the AAA credit rating of the Guarantee Program, but provide that any changes
to the multiplier made by the Commissioner are to be ratified or rejected by the SBOE at the next meeting following the change.
See “Valuation of the PSF and Guaranteed Bonds,” below.

At its September 2015 meeting, the SBOE voted to modify the SDBGP Rules and the CDBGP Rules to increase the State Law
Capacity from 3 times the cost value multiplier to 3.25 times. At that meeting, the SBOE also approved a new 5% capacity reserve
for the Charter District Bond Guarantee Program. The change to the State Law Capacity became effective on February 1, 2016. At
its November 2016 meeting, the SBOE again voted to increase the State Law Capacity and, in accordance with applicable
requirements for the modification of SDBGP and CDBGP Rules, a second and final vote to approve the increase in the State Law
Capacity occurred on February 3, 2017. As a result, the State Law Capacity increased from 3.25 times the cost value multiplier to
3.50 times effective March 1, 2017. The State Law Capacity increased from $118,511,255,268 on August 31, 2018 to
$123,509,204,770 on August 31, 2019 (but at such date the IRS Limit was lower, $117,318,653,038, so it is the currently effective
capacity limit for the Fund).

Since July 1991, when the SBOE amended the Guarantee Program Rules to broaden the range of bonds that are eligible for
guarantee under the Guarantee Program to encompass most Texas school district bonds, the principal amount of bonds
guaranteed under the Guarantee Program has increased sharply. In addition, in recent years a number of factors have caused an
increase in the amount of bonds issued by school districts in the State. See the table “Permanent School Fund Guaranteed Bonds”
below. Effective September 1, 2009, the Act provides that the SBOE may annually establish a percentage of the cost value of the
Fund to be reserved from use in guaranteeing bonds. The capacity of the Guarantee Program in excess of any reserved portion is
referred to herein as the “Capacity Reserve.” The SDBGP Rules provide for a minimum Capacity Reserve for the overall
Guarantee Program of no less than 5%, and provide that the amount of the Capacity Reserve may be increased by a majority vote
of the SBOE. The CDBGP Rules provide for an additional 5% reserve of CDBGP capacity. The Commissioner is authorized to
change the Capacity Reserve, which decision must be ratified or rejected by the SBOE at its next meeting following any change
made by the Commissioner. The current Capacity Reserve is noted in the monthly updates with respect to the capacity of the
Guarantee Program on the TEA web site at http://tea.texas.gov/Finance_and_Grants/Permanent_School_Fund/, which are also
filed with the MSRB.

Based upon historical performance of the Fund, the legal restrictions relating to the amount of bonds that may be guaranteed has
generally resulted in a lower ratio of guaranteed bonds to available assets as compared to many other types of credit
enhancements that may be available for Texas school district bonds and charter district bonds. However, the ratio of Fund assets
to guaranteed bonds and the growth of the Fund in general could be adversely affected by a number of factors, including changes
in the value of the Fund due to changes in securities markets, investment objectives of the Fund, an increase in bond issues by
school districts in the State or legal restrictions on the Fund, changes in State laws that implement funding decisions for school
districts and charter districts, which could adversely affect the credit quality of those districts, the implementation of the Charter
District Bond Guarantee Program, or an increase in the calculation base of the Fund for purposes of making transfers to the ASF. It
is anticipated that the issuance of the IRS Notice and the Final IRS Regulations will result in a substantial increase in the amount of
bonds guaranteed under the Guarantee Program, and as the amount of guaranteed bonds approaches the IRS Limit, it is expected
that the SBOE will seek changes to the existing IRS guidance regarding the Guarantee Program with the objective of obtaining an
increase in the IRS Limit. The implementation of the Charter School Bond Guarantee Program is also expected to increase the
amount of guaranteed bonds.

The Act requires that the Commissioner prepare, and the SBOE approve, an annual report on the status of the Guarantee Program
(the Annual Report). The State Auditor audits the financial statements of the PSF, which are separate from other State financial
statements.

The School District Bond Guarantee Program

The School District Bond Guarantee Program requires an application be made by a school district to the Commissioner for a
guarantee of its bonds. If the conditions for the School District Bond Guarantee Program are satisfied, the guarantee becomes
effective upon approval of the bonds by the Attorney General and remains in effect until the guaranteed bonds are paid or
defeased, by a refunding or otherwise.

In the event of default, holders of guaranteed school district bonds will receive all payments due from the corpus of the PSF.
Following a determination that a school district will be or is unable to pay maturing or matured principal or interest on any
guaranteed bond, the Act requires the school district to notify the Commissioner not later than the fifth day before the stated
maturity date of such bond or interest payment. Immediately following receipt of such notice, the Commissioner must cause to be
transferred from the appropriate account in the PSF to the Paying Agent/Registrar an amount necessary to pay the maturing or
matured principal and interest. Upon receipt of funds for payment of such principal or interest, the Paying Agent/Registrar must pay
the amount due and forward the canceled bond or evidence of payment of the interest to the State Comptroller of Public Accounts
(the “Comptroller”). The Commissioner will instruct the Comptroller to withhold the amount paid, plus interest, from the first State
money payable to the school district. The amount withheld pursuant to this funding “intercept” feature will be deposited to the credit
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of the PSF. The Comptroller must hold such canceled bond or evidence of payment of the interest on behalf of the PSF. Following
full reimbursement of such payment by the school district to the PSF with interest, the Comptroller will cancel the bond or evidence
of payment of the interest and forward it to the school district. The Act permits the Commissioner to order a school district to set a
tax rate sufficient to reimburse the PSF for any payments made with respect to guaranteed bonds, and also sufficient to pay future
payments on guaranteed bonds, and provides certain enforcement mechanisms to the Commissioner, including the appointment of
a board of managers or annexation of a defaulting school district to another school district.

If a school district fails to pay principal or interest on a bond as it is stated to mature, other amounts not due and payable are not
accelerated and do not become due and payable by virtue of the district's default. The School District Bond Guarantee Program
does not apply to the payment of principal and interest upon redemption of bonds, except upon mandatory sinking fund redemption,
and does not apply to the obligation, if any, of a school district to pay a redemption premium on its guaranteed bonds. The
guarantee applies to all matured interest on guaranteed school district bonds, whether the bonds were issued with a fixed or
variable interest rate and whether the interest rate changes as a result of an interest reset provision or other bond order provision
requiring an interest rate change. The guarantee does not extend to any obligation of a school district under any agreement with a
third party relating to guaranteed bonds that is defined or described in State law as a “bond enhancement agreement” or a “credit
agreement,” unless the right to payment of such third party is directly as a result of such third party being a bondholder.

In the event that two or more payments are made from the PSF on behalf of a district, the Commissioner shall request the Attorney
General to institute legal action to compel the district and its officers, agents and employees to comply with the duties required of
them by law in respect to the payment of guaranteed bonds.

Generally, the SDBGP Rules limit guarantees to certain types of notes and bonds, including, with respect to refunding bonds
issued by school districts, a requirement that the bonds produce debt service savings, and that bonds issued for capital facilities
of school districts must have been voted as unlimited tax debt of the issuing district. The Guarantee Program Rules include
certain accreditation criteria for districts applying for a guarantee of their bonds, and limit guarantees to districts that have less
than the amount of annual debt service per average daily attendance that represents the 90th percentile of annual debt service
per average daily attendance for all school districts, but such limitation will not apply to school districts that have enroliment
growth of at least 25% over the previous five school years. The SDBGP Rules are codified in the Texas Administrative Code at
19 TAC section 33.65, and are available at http://ritter.tea.state.tx.us/rules/tac/chapter033/ch033a.htmI#33.65.

The Charter District Bond Guarantee Program

The Charter District Bond Guarantee Program became effective March 3, 2014. The SBOE published final regulations in the Texas
Register that provide for the administration of the Charter District Bond Guarantee Program (the “CDBGP Rules”). The CDBGP
Rules are codified at 19 TAC section 33.67, and are available at http://ritter.tea.state.tx.us/rules/tac/chapter033/ch033a.html#33.67.

The Charter District Bond Guarantee Program has been authorized through the enactment of amendments to the Act, which
provide that a charter holder may make application to the Commissioner for designation as a “charter district” and for a guarantee
by the PSF under the Act of bonds issued on behalf of a charter district by a non-profit corporation. If the conditions for the Charter
District Bond Guarantee Program are satisfied, the guarantee becomes effective upon approval of the bonds by the Attorney
General and remains in effect until the guaranteed bonds are paid or defeased, by a refunding or otherwise.

As of March 20, 2020 (the most recent date for which data is available), the percentage of students enrolled in open-enroliment
charter schools (excluding charter schools authorized by school districts) to the total State scholastic census was approximately
6.15%. At September 10, 2020, there were 182 active open-enroliment charter schools in the State and there were 840 charter
school campuses active under such charters (though as of such date, 19 of such campuses are not currently serving students for
various reasons). Section 12.101, Texas Education Code, as amended by the Legislature in 2013, limits the number of charters
that the Commissioner may grant to 215 charters as of the end of fiscal year 2014, with the number increasing in each fiscal year
thereafter through 2019 to a total number of 305 charters. While legislation limits the number of charters that may be granted, it
does not limit the number of campuses that may operate under a particular charter. For information regarding the capacity of the
Guarantee Program, see “Capacity Limits for the Guarantee Program.” The Act provides that the Commissioner may not approve
the guarantee of refunding or refinanced bonds under the Charter District Bond Guarantee Program in a total amount that exceeds
one-half of the total amount available for the guarantee of charter district bonds under the Charter District Bond Guarantee
Program.

In accordance with the Act, the Commissioner may not approve charter district bonds for guarantee if such guarantees will result in
lower bond ratings for public school district bonds that are guaranteed under the School District Bond Guarantee Program. To be
eligible for a guarantee, the Act provides that a charter district's bonds must be approved by the Attorney General, have an
unenhanced investment grade rating from a nationally recognized investment rating firm, and satisfy a limited investigation
conducted by the TEA.

The Charter District Bond Guarantee Program does not apply to the payment of principal and interest upon redemption of bonds,
except upon mandatory sinking fund redemption, and does not apply to the obligation, if any, of a charter district to pay a
redemption premium on its guaranteed bonds. The guarantee applies to all matured interest on guaranteed charter district bonds,
whether the bonds were issued with a fixed or variable interest rate and whether the interest rate changes as a result of an interest
reset provision or other bond resolution provision requiring an interest rate change. The guarantee does not extend to any
obligation of a charter district under any agreement with a third party relating to guaranteed bonds that is defined or described in
State law as a “bond enhancement agreement” or a “credit agreement,” unless the right to payment of such third party is directly as
a result of such third party being a bondholder.

The Act provides that immediately following receipt of notice that a charter district will be or is unable to pay maturing or matured
principal or interest on a guaranteed bond, the Commissioner is required to instruct the Comptroller to transfer from the Charter
District Reserve Fund to the district's paying agent an amount necessary to pay the maturing or matured principal or interest. If
money in the Charter District Reserve Fund is insufficient to pay the amount due on a bond for which a notice of default has been
received, the Commissioner is required to instruct the Comptroller to transfer from the PSF to the district's paying agent the amount
necessary to pay the balance of the unpaid maturing or matured principal or interest. If a total of two or more payments are made
under the Charter District Bond Guarantee Program on charter district bonds and the Commissioner determines that the charter
district is acting in bad faith under the program, the Commissioner may request the Attorney General to institute appropriate legal
action to compel the charter district and its officers, agents, and employees to comply with the duties required of them by law in
regard to the guaranteed bonds. As is the case with the School District Bond Guarantee Program, the Act provides a funding
“intercept” feature that obligates the Commissioner to instruct the Comptroller to withhold the amount paid with respect to the
Charter District Bond Guarantee Program, plus interest, from the first State money payable to a charter district that fails to make a
guaranteed payment on its bonds. The amount withheld will be deposited, first, to the credit of the PSF, and then to restore any
amount drawn from the Charter District Reserve Fund as a result of the non-payment.
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The CDBGP Rules provide that the PSF may be used to guarantee bonds issued for the acquisition, construction, repair, or
renovation of an educational facility for an open-enroliment charter holder and equipping real property of an open-enrollment charter
school and/or to refinance promissory notes executed by an open-enrollment charter school, each in an amount in excess of
$500,000 the proceeds of which loans were used for a purpose described above (so-called new money bonds) or for refinancing
bonds previously issued for the charter school that were approved by the attorney general (so-called refunding bonds). Refunding
bonds may not be guaranteed under the Charter District Bond Guarantee Program if they do not result in a present value savings to
the charter holder.

The CDBGP Rules provide that an open-enroliment charter holder applying for charter district designation and a guarantee of its
bonds under the Charter District Bond Guarantee Program satisfy various provisions of the regulations, including the following: It
must (i) have operated at least one open-enroliment charter school with enrolled students in the State for at least three years; (ii)
agree that the bonded indebtedness for which the guarantee is sought will be undertaken as an obligation of all entities under
common control of the open-enroliment charter holder, and that all such entities will be liable for the obligation if the open-
enroliment charter holder defaults on the bonded indebtedness, provided, however, that an entity that does not operate a charter
school in Texas is subject to this provision only to the extent it has received state funds from the open-enroliment charter holder; (iii)
have had completed for the past three years an audit for each such year that included unqualified or unmodified audit opinions; and
(iv) have received an investment grade credit rating within the last year. Upon receipt of an application for guarantee under the
Charter District Bond Guarantee Program, the Commissioner is required to conduct an investigation into the financial status of the
applicant charter district and of the accreditation status of all open-enroliment charter schools operated under the charter, within the
scope set forth in the CDBGP Rules. Such financial investigation must establish that an applying charter district has a historical
debt service coverage ratio, based on annual debt service, of at least 1.1 for the most recently completed fiscal year, and a
projected debt service coverage ratio, based on projected revenues and expenses and maximum annual debt service, of at least
1.2. The failure of an open-enroliment charter holder to comply with the Act or the applicable regulations, including by making any
material misrepresentations in the charter holder's application for charter district designation or guarantee under the Charter District
Bond Guarantee Program, constitutes a material violation of the open-enroliment charter holder's charter.

From time to time, TEA has limited new guarantees under the Charter District Bond Guarantee Program to conform to capacity
limits specified by the Act. Legislation enacted during the Legislature’s 2017 regular session modified the manner of calculating the
capacity of the Charter District Bond Guarantee Program (the “CDBGP Capacity”), which further increased the amount of the
CDBGP Capacity, beginning with State fiscal year 2018, but that provision of the law does not increase overall Program capacity, it
merely allocates capacity between the School District Bond Guarantee Program and the Charter District Bond Guarantee Program.
See “Capacity Limits for the Guarantee Program” and “2017 Legislative Changes to the Charter District Bond Guarantee Program.”
Other factors that could increase the CDBGP Capacity include Fund investment performance, future increases in the Guarantee
Program multiplier, changes in State law that govern the calculation of the CDBGP Capacity, as described below, growth in the
relative percentage of students enrolled in open-enroliment charter schools to the total State scholastic census, legislative and
administrative changes in funding for charter districts, changes in level of school district or charter district participation in the
Program, or a combination of such circumstances.

2017 Legislative Changes to the Charter District Bond Guarantee Program

The CDBGP Capacity is established by the Act. During the 85th Texas Legislature, which concluded on May 29, 2017, Senate Bill
1480 (“SB 1480") was  enacted. The complete text of SB 1480 can be  found at
http://www.capitol.state.tx.us/tlodocs/85R/billtext/pdf/ISB01480F .pdf#navpanes=0. SB 1480 modified how the CDBGP Capacity will
be established under the Act effective as of September 1, 2017, and made other substantive changes to the Act that affects the
Charter District Bond Guarantee Program. Prior to the enactment of SB 1480, the CDBGP Capacity was calculated as the State
Capacity Limit less the amount of outstanding bond guarantees under the Guarantee Program multiplied by the percentage of
charter district scholastic population relative to the total public school scholastic population. As of August 31, 2019, the amount of
outstanding bond guarantees represented 71.94% of the IRS Limit (which is currently the applicable capacity limit) for the
Guarantee Program (based on unaudited data). SB 1480 amended the CDBGP Capacity calculation so that the State Capacity
Limit is multiplied by the percentage of charter district scholastic population relative to the total public school scholastic population
prior to the subtraction of the outstanding bond guarantees, thereby potentially substantially increasing the CDBGP Capacity.
However, certain provisions of SB 1480, described below, and other additional factors described herein, could result in less than the
maximum amount of the potential increase provided by SB 1480 being implemented by the SBOE or otherwise used by charter
districts. Still other factors used in determining the CDBGP Capacity, such as the percentage of the charter district scholastic
population to the overall public school scholastic population, could, in and of itself, increase the CDBGP Capacity, as that
percentage has grown from 3.53% in September, 2012 to 6.15% in March 2020. TEA is unable to predict how the ratio of charter
district students to the total State scholastic population will change over time.

SB 1480 provides that the implementation of the new method of calculating the CDBGP Capacity will begin with the State fiscal
year that commences September 1, 2021 (the State’s fiscal year 2022). However, for the intervening four fiscal years, beginning
with fiscal year 2018, SB 1480 provides that the SBOE may establish a CDBGP Capacity that increases the amount of charter
district bonds that may be guaranteed by up to a cumulative 20% in each fiscal year (for a total maximum increase of 80% in fiscal
year 2021) as compared to the capacity figure calculated under the Act as of January 1, 2017. However, SB 1480 provides that in
making its annual determination of the magnitude of an increase for any year, the SBOE may establish a lower (or no) increase if
the SBOE determines that an increase in the CDBGP Capacity would likely result in a negative impact on the bond ratings for the
Bond Guarantee Program (see “Ratings of Bonds Guaranteed Under the Guarantee Program”) or if one or more charter districts
default on payment of principal or interest on a guaranteed bond, resulting in a negative impact on the bond ratings of the Bond
Guarantee Program. The provisions of SB 1480 that provide for discretionary, incremental increases in the CDBGP expire
September 1, 2022. If the SBOE makes a determination for any year based upon the potential ratings impact on the Bond
Guarantee Program and modifies the increase that would otherwise be implemented under SB 1480 for that year, the SBOE may
also make appropriate adjustments to the schedule for subsequent years to reflect the modification, provided that the CDBGP
Capacity for any year may not exceed the limit provided in the schedule set forth in SB 1480. As a result of SB 1480, the amount of
charter district bonds eligible for guarantee in fiscal years 2018, 2019 and 2020 increased by the full 20% increase permitted by SB
1480, which increased the relative capacity of the Charter District Bond Guarantee Program to the School District Bond Guarantee
Program for those fiscal years.

Taking into account the enactment of SB 1480 and the increase in the CDBGP Capacity effected thereby, at the Winter 2018
meeting the SBOE determined not to implement a previously approved multiplier increase to 3.75 times market value, opting to
increase the multiplier to 3.50 times effective in late March 2018.

In addition to modifying the manner of determining the CDBGP Capacity, SB 1480 provides that the Commissioner, in making a
determination as to whether to approve a guarantee for a charter district, may consider any additional reasonable factor that the
Commissioner determines to be necessary to protect the Bond Guarantee Program or minimize risk to the PSF, including: (1)
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whether the charter district had an average daily attendance of more than 75 percent of its student capacity for each of the
preceding three school years, or for each school year of operation if the charter district has not been in operation for the preceding
three school years; (2) the performance of the charter district under certain performance criteria set forth in Education Code
Sections 39.053 and 39.054; and (3) any other indicator of performance that could affect the charter district's financial performance.
Also, SB 1480 provides that the Commissioner's investigation of a charter district application for guarantee may include an
evaluation of whether the charter district bond security documents provide a security interest in real property pledged as collateral
for the bond and the repayment obligation under the proposed guarantee. The Commissioner may decline to approve the
application if the Commissioner determines that sufficient security is not provided. The Act and the CDBGP Rules previously
required the Commissioner to make an investigation of the accreditation status and certain financial criteria for a charter district
applying for a bond guarantee, which remain in place.

Since the initial authorization of the Charter District Bond Guarantee Program, the Act has established a bond guarantee
reserve fund in the State treasury (the “Charter District Reserve Fund”). Formerly, the Act provided that each charter district that
has a bond guaranteed must annually remit to the Commissioner, for deposit in the Charter District Reserve Fund, an amount
equal to 10 percent of the savings to the charter district that is a result of the lower interest rate on its bonds due to the
guarantee by the PSF. SB 1480 modified the Act insofar as it pertains to the Charter District Reserve Fund. Effective
September 1, 2017, the Act provides that a charter district that has a bond guaranteed must remit to the Commissioner, for
deposit in the Charter District Reserve Fund, an amount equal to 20 percent of the savings to the charter district that is a result
of the lower interest rate on the bond due to the guarantee by the PSF. The amount due shall be paid on receipt by the charter
district of the bond proceeds. However, the deposit requirement will not apply if the balance of the Charter District Reserve
Fund is at least equal to three percent (3.00%) of the total amount of outstanding guaranteed bonds issued by charter districts.
As of July 31, 2020, the Charter District Reserve Fund contained $39,357,006, which represented approximately 1.56% of the
guaranteed charter district bonds. SB 1480 also authorized the SBOE to manage the Charter District Reserve Fund in the same
manner as it manages the PSF. Previously, the Charter District Reserve Fund was held by the Comptroller, but effective April 1,
2018, the management of the Reserve Fund was transferred to the PSF division of TEA, where it will be held and invested as a
non-commingled fund under the administration of the PSF staff.

Charter District Risk Factors

Open-enroliment charter schools in the State may not charge tuition and, unlike school districts, charter districts have no taxing
power. Funding for charter district operations is largely from amounts appropriated by the Legislature. The amount of such State
payments a charter district receives is based on a variety of factors, including the enroliment at the schools operated by a charter
district. The overall amount of education aid provided by the State for charter schools in any year is also subject to appropriation by
the Legislature. The Legislature may base its decisions about appropriations for charter schools on many factors, including the
State's economic performance. Further, because some public officials, their constituents, commentators and others have viewed
charter schools as controversial, political factors may also come to bear on charter school funding, and such factors are subject to
change.

Other than credit support for charter district bonds that is provided to qualifying charter districts by the Charter District Bond
Guarantee Program, State funding for charter district facilities construction is limited to a program established by the Legislature in
2017, which provides $60 million per year for eligible charter districts with an acceptable performance rating for a variety of funding
purposes, including for lease or purchase payments for instructional facilities. Since State funding for charter facilities is so limited,
charter schools generally issue revenue bonds to fund facility construction and acquisition, or fund facilities from cash flows of the
school. Some charter districts have issued non-guaranteed debt in addition to debt guaranteed under the Charter District Bond
Guarantee Program, and such non-guaranteed debt is likely to be secured by a deed of trust covering all or part of the charter
district’s facilities. In March 2017, the TEA began requiring charter districts to provide the TEA with a lien against charter district
property as a condition to receiving a guarantee under the Charter District Bond Guarantee Program. However, charter district
bonds issued and guaranteed under the Charter District Bond Guarantee Program prior to the implementation of the new
requirement did not have the benefit of a security interest in real property, although other existing debts of such charter districts that
are not guaranteed under the Charter District Bond Guarantee Program may be secured by real property that could be foreclosed
on in the event of a bond default.

The maintenance of a State-granted charter is dependent upon on-going compliance with State law and TEA regulations, and TEA
monitors compliance with applicable standards. TEA has a broad range of enforcement and remedial actions that it can take as
corrective measures, and such actions may include the loss of the State charter, the appointment of a new board of directors to
govern a charter district, the assignment of operations to another charter operator, or, as a last resort, the dissolution of an open-
enroliment charter school.

As described above, the Act includes a funding “intercept” function that applies to both the School District Bond Guarantee
Program and the Charter District Bond Guarantee Program. However, school districts are viewed as the “educator of last resort”
for students residing in the geographical territory of the district, which makes it unlikely that State funding for those school
districts would be discontinued, although the TEA can require the dissolution and merger into another school district if necessary
to ensure sound education and financial management of a school district. That is not the case with a charter district, however,
and open-enrollment charter schools in the State have been dissolved by TEA from time to time. If a charter district that has
bonds outstanding that are guaranteed by the Charter District Bond Guarantee Program should be dissolved, debt service on
guaranteed bonds of the district would continue to be paid to bondholders in accordance with the Charter District Bond
Guarantee Program, but there would be no funding available for reimbursement of the PSF by the Comptroller for such
payments. As described under “The Charter District Bond Guarantee Program,” the Act establishes a Charter District Reserve
Fund, which could in the future be a significant reimbursement resource for the PSF.

Infectious Disease Outbreak

A respiratory disease named “2019 novel coronavirus” (“COVID-19”) has recently spread to many parts of the world, including
Texas and elsewhere in the U.S. On March 13, 2020, the U.S. president declared a national emergency and the Governor of
Texas (the “Governor”) declared COVID-19 as a statewide public health disaster (the “COVID-19 Declarations”). Subsequent
actions by the Governor imposed temporary restrictions on certain businesses and ordered all schools in the State to temporarily
close. This situation is rapidly developing; for additional information on these events in the State, reference is made to the website
of the Governor, https://gov.texas.gov/, and, with respect to public school events, the website of TEA, https://tea.texas.gov/texas-
schools/safe-and-healthy-schools/coronavirus-covid-19-support-and-guidance.

Potential Impact of COVID-19 in the State and Investment Markets

The anticipated continued spread of COVID-19, and measures taken to prevent or reduce its spread, have adversely impacted
State, national and global economic activities and, accordingly, materially adversely impacted the financial condition and
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performance of the State. The continued spread of COVID-19, and measures taken to prevent or reduce its spread, may also
adversely affect the tax bases of school districts in the State, including districts that have bonds that are guaranteed under the
Guarantee Program.

As noted herein, the PSF investments are in diversified investment portfolios and it is expected that the Fund will reflect the general
performance returns of the markets in which it is invested. Stock values, crude oil prices and other investment categories in the U.S.
and globally in which the Fund is invested or which provide income to the Fund, have seen significant volatility attributed to COVID-
19 concerns, which could adversely affect the Fund's values.

TEA Continuity of Operations

Since 2007, Texas Labor Code Section 412.054 has required each State agency to develop and submit to the State Office of Risk
Management an agency-level continuity of operations plan to keep the agency operational in case of disruptions to production,
finance, administration or other essential operations. Such plans may be implemented during the occurrence or imminent threat of
events such as extreme weather, natural disasters and infectious disease outbreaks. TEA has adopted a continuity of operations
plan, which provides for, among other measures and conditions, steps to be taken to ensure performance of its essential missions
and functions under such threats and conditions in the event of a pandemic event. TEA annually conducts risk assessments and
risk impact analysis that include stress testing and availability analysis of system resources, including systems that enable TEA
employees to work remotely, as is occurring as a result of the COVID-19 declarations. As noted above, under “The School District
Bond Guarantee Program,” the Guarantee Program is in significant part an intercept program whereby State funding for school
districts and charter districts reimburse the Fund for any guarantee payment from the Fund for a non-performing district. In addition
to the continuity of operations plan provisions noted above, the Fund maintains cash positions in its portfolios that are intended to
provide liquidity to the Fund for payments under the Guarantee Program pending reimbursement of the Fund by the Comptroller.
Fund management is of the view that its liquidity position, which changes from time to time in light of then current circumstances, is
sufficient for payment of claims made on the Guarantee Program.

Impact of COVID-19 on School Districts and Charter Districts

TEA cannot predict whether any school or charter district may experience short- or longer-term cash flow emergencies as a direct
or indirect effect of COVID-19 that would require a payment from the PSF to be made to a paying agent for a guaranteed bond.
Most school district bonds in the State are issued as fixed rate debt, with semiannual payments in February and August. Taxes
levied by school districts for payment of bonds are generally collected by the end of January in each year. Consequently,
scheduled bond payments for school districts for the 2020 calendar year have generally not been affected by COVID-19. TEA has
issued guidance to school districts and charter districts regarding a variety of matters pertaining to school operations in light of the
on-going COVID-19 pandemic. Certain aspects of TEA's guidance include waivers pertaining to State funding provisions, local
financial matters and general operations. TEA has implemented “hold harmless” funding for school districts and charter districts for
the last 12 weeks of school year 2019-2020 and during the first 12 weeks of the 2020-21 school year. Additional information in this
regard is available at the TEA website at https://tea.texas.gov/texas-schools/health-safety-discipline/covid/coronavirus-covid-19-
support-and-guidance.

Ratings of Bonds Guaranteed Under the Guarantee Program

Moody’s Investors Service, Inc., S&P Global Ratings and Fitch Ratings, Inc. rate bonds guaranteed by the PSF “Aaa,” “AAA”
and “AAA;” respectively. Not all districts apply for multiple ratings on their bonds, however. See “RATING” herein.

Valuation of the PSF and Guaranteed Bonds

Permanent School Fund Valuations

Fiscal Year

Ended 8/31 Book Value" Market Value(")
2015 $29,081,052,900 $36,196,265,273
2016 30,128,037,903 37,279,799,335
2017 31,870,581,428 41,438,672,573
2018 33,860,358,647 44,074,197,940
2019 35,288,344,219 46,464,447,981

@ SLB managed assets are included in the market value and book value of the Fund. In determining the market value of the PSF
from time to time during a fiscal year, the TEA uses current, unaudited values for TEA managed investment portfolios and cash held by
the SLB. With respect to SLB managed assets shown in the table above, market values of land and mineral interests, internally
managed real estate, investments in externally managed real estate funds and cash are based upon information reported to the PSF by
the SLB. The SLB reports that information to the PSF on a quarterly basis. The valuation of such assets at any point in time is
dependent upon a variety of factors, including economic conditions in the State and nation in general, and the values of these assets,
and, in particular, the valuation of mineral holdings administered by the SLB, can be volatile and subject to material changes from
period to period.

@ At August 31, 2019, mineral assets, sovereign and other lands and internally managed discretionary real estate, external
discretionary real estate investments, domestic equities, and cash managed by the SLB had book values of approximately $13.4 million,
$216.7 million, $3,640.2 million, $7.5 million, and $4,457.3 million, respectively, and market values of approximately $3,198.2 million,
$619.7 million, $3,927.6 million, $1.3 million, and $4,457.3 million, respectively. At July 31, 2020, the PSF had a book value of
$36,431,148,233 and a market value of $47,621,722,583. July 31, 2020 values are based on unaudited data, which is subject to
adjustment.
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Permanent School Fund Guaranteed Bonds

At 8/31 Principal Amount
2015 $63,955,449,047
2016 68,303,328,445
2017 74,266,090,023
2018 79,080,901,069
2019 84,397,900,203@

@ Represents original principal amount; does not reflect any subsequent accretions in value for compound interest bonds (zero
coupon securities). The amount shown excludes bonds that have been refunded and released from the Guarantee Program. The TEA
does not maintain records of the accreted value of capital appreciation bonds that are guaranteed under the Guarantee Program.

@ As of August 31, 2019 (the most recent date for which such data is available), the TEA expected that the principal and interest to be
paid by school districts and charter districts over the remaining life of the bonds guaranteed by the Guarantee Program was
$133,188,149,265, of which $48,790,249,062 represents interest to be paid. As shown in the table above, at August 31, 2019, there
were $84,397,900,203 in principal amount of bonds guaranteed under the Guarantee Program. Using the IRS Limit of
$117,318,653,038 (the IRS Limit is currently the lower of the two federal and State capacity limits of Program capacity), net of the
Program’s 5% reserve, as of July 31, 2020, 95.92% of Program capacity was available to the School District Bond Guarantee Program
and 4.08% was available to the Charter District Bond Guarantee Program.

Permanent School Fund Guaranteed Bonds by Category("

School District Bonds Charter District Bonds Totals

Fiscal

Year
Ended No. of Principal No. of Principal No. of Principal
8/31 Issues Amount Issues Amount Issues Amount
2015 3,089 $63,197,514,047 28 $757,935,000 3,117 $63,955,449,047
2016 3,244 67,342,303,445 35 961,025,000 3,279 68,303,328,445
2017 3,253 72,884,480,023 40 1,381,610,000 3,293 74,266,090,023
2018 3,249 77,647,966,069 44 1,432,935,000 3,293 79,080,901,069
2019@ 3,297 82,537,755,203 49 1,860,145,000 3,346 84,397,900,203

@ Represents original principal amount; does not reflect any subsequent accretions in value for compound interest bonds (zero
coupon securities). The amount shown excludes bonds that have been refunded and released from the Guarantee Program.

@) At July 31, 2020 (based on unaudited data, which is subject to adjustment), there were $90,353,133,727 of bonds guaranteed under
the Guarantee Program, representing 3,388 school district issues, aggregating $87,833,583,727 in principal amount and 61 charter
district issues, aggregating $2,519,550,000 in principal amount. At July 31, 2020, the capacity allocation of the Charter District Bond
Guarantee Program was $4,551,091,422 (based on unaudited data, which is subject to adjustment).

Discussion and Analysis Pertaining to Fiscal Year Ended August 31, 2019

The following discussion is derived from the Annual Report for the year ended August 31, 2019, including the Message of the
Executive Administrator of the Fund and the Management’s Discussion and Analysis contained therein. Reference is made to
the Annual Report, as filed with the MSRB, for the complete Message and MD&A. Investment assets managed by the fifteen
member SBOE are referred to throughout this MD&A as the PSF(SBOE) assets. As of August 31, 2019, the Fund’s land,
mineral rights and certain real assets are managed by the three-member SLB and these assets are referred to throughout as the
PSF(SLB) assets. The current PSF asset allocation policy includes an allocation for real estate investments, and as such
investmentssare made, and become a part of the PSF investment portfolio, those investments will be managed by the SBOE
and not the SLB.

At the end of fiscal 2019, the Fund balance was $46.5 billion, an increase of $2.4 billion from the prior year. This increase is
primarily due to overall increases in value of all asset classes in which the Fund has invested and restatements of fund balance.
During the year, the SBOE continued implementing the long-term strategic asset allocation, diversifying the PSF(SBOE) to
strengthen the Fund. The asset allocation is projected to increase returns over the long run while reducing risk and portfolio
return volatility. The PSF(SBOE) annual rates of return for the one-year, five-year, and ten-year periods ending August 31,
2019, net of fees, were 4.17%, 5.25% and 8.18%, respectively (total return takes into consideration the change in the market
value of the Fund during the year as well as the interest and dividend income generated by the Fund’s investments). In addition,
the SLB continued its shift into externally managed real asset investment funds, and the one-year, five-year, and ten-year
annualized total returns for the PSF(SLB) externally managed real assets, net of fees and including cash, were 5.84%, 6.13%,
and 6.41%, respectively.

The market value of the Fund’s assets is directly impacted by the performance of the various financial markets in which the
assets are invested. The most important factors affecting investment performance are the asset allocation decisions made by
the SBOE and SLB. The current SBOE long term asset allocation policy allows for diversification of the PSF(SBOE) portfolio into
alternative asset classes whose returns are not as positively correlated as traditional asset classes. The implementation of the
long term asset allocation will occur over several fiscal years and is expected to provide incremental total return at reduced risk.
As of August 31, 2019, the PSF(SBOE) portion of the Fund had diversified into emerging market and large cap international
equities, absolute return funds, real estate, private equity, risk parity, real return Treasury Inflation-Protected Securities, real
return commodities, and emerging market debt.

As of August 31, 2019, the SBOE has apfroved and the Fund made capital commitments to externally managed real estate
investment funds in a total amount of $5.1 billion and capital commitments to private equity limited partnerships for a total of
$6.3 billion. Unfunded commitments at August 31, 2019, totaled $1.9 billion in real estate investments and $2.3 billion in private
equity investments.

The PSF(SLB) portfolio is generally characterized by three broad categories: (1) discretionary real assets investments, (2)
sovereign and other lands, and (3) mineral interests. Discretionary real assets investments consist of externally managed real
estate, infrastructure, and energy/minerals investment funds; internally managed direct real estate investments, and cash.
Sovereign and other lands consist primarily of the lands set aside to the PSF when it was created. Mineral interests consist of
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all of the minerals that are associated with PSF lands. The investment focus of PSF(SLB) discretionary real assets investments
has shifted from internally managed direct real estate investments to externally managed real assets investment funds. The
PSF(SLB) makes investments in certain limited partnerships that legally commit it to possible future capital contributions. At
August 31, 2019, the remaining commitments totaled approximately $2.5 billion.

The PSF(SBOE)’s investment in domestic large cap, domestic small/mid cap, international large cap, and emerging market
equity securities experienced returns, net of fees, of 3.14%, -8.99%, -2.93%, and -4.15%, respectively, during the fiscal year
ended August 31, 2019. The PSF(SBOE)’s investment in domestic fixed income securities produced a return of 10.54% during
the fiscal year and absolute return investments yielded a return of 2.28%. The PSF(SBOE) real estate and private equity
investments returned 7.22% and 11.93%, respectively. Risk parity assets produced a return of 10.89%, while real return assets
yielded 0.71%. Emerging market debt produced a return of 10.40%. Combined, all PSF(SBOE) asset classes produced an
investment return, net of fees, of 4.17% for the fiscal year ended August 31, 2019, out-performing the benchmark index of
3.76% by approximately 41 basis points. All PSF(SLB) externally managed investments (including cash) returned 6.41% net of
fees for the fiscal year ending August 31, 2019.

For fiscal year 2019, total revenues, inclusive of unrealized gains and losses and net of security lending rebates and fees,
totaled $3.7 billion, a decrease of $0.3 billion from fiscal year 2018 earnings of $4.0 billion. ~This decrease reflects the
performance of the securities markets in which the Fund was invested in fiscal year 2019. In fiscal year 2019, revenues earned
by the Fund included lease payments, bonuses and royalty income received from oil, gas and mineral leases; lease payments
from commercial real estate; surface lease and easement revenues; revenues from the resale of natural and liquid gas supplies;
dividends, interest, and securities lending revenues; the net change in the fair value of the investment portfolio; and, other
miscellaneous fees and income.

Expenditures are paid from the Fund before distributions are made under the total return formula. Such expenditures include

the costs incurred by the SLB to manage the land endowment, as well as operational costs of the Fund, including external

management fees paid from appropriated funds. Total operating expenditures, net of security lending rebates and fees,

decreased 10.0% for the fiscal year ending August 31, 2019. This decrease is primarily attributable to a decrease in PSF(SLB)

?huagtiti%s of purchased gas for resale in the State Energy Management Program, which is administered by the SLB as part of
e Fund.

The Fund supports the public school system in the State by distributing a predetermined percentage of its asset value to the
ASF. For fiscal years 2018 and 2019, the distribution from the SBOE to the ASF totaled $1.2 billion and $1.2 billion,
respectively. Distributions from the SLB to the ASF for fiscal years 2018 and 2019 totaled $0 and $300 million, respectively.

At the end of the 2019 fiscal year, PSF assets guaranteed $84.4 billion in bonds issued by 863 local school districts and charter
districts, the latter of which entered into the Program during the 2014 fiscal year. Since its inception in 1983, the Fund has
guaranteed 7,443 school district and charter district bond issues totaling $186.2 billion in principal amount. During the 2019 fiscal
year, the number of outstanding issues guaranteed under the Guarantee Program totaled 3,346. The dollar amount of guaranteed
school and charter bond issues outstanding increased by $5.3 billion or 6.7%. The State Capacity Limit increased by $5.0 billion, or
4.2%, during fiscal year 2019 due to continued growth in the cost basis of the Fund used to calculate that Program capacity limit.
The effective capacity of the Program did not increase during fiscal year 2019 as the IRS Limit was reached during the prior fiscal
year, and it is the lower of the two State and federal capacity limits for the Program.

2011 and 2019 Constitutional Amendment

On November 8, 2011, a referendum was held in the State as a result of legislation enacted that year that proposed
amendments to various sections of the Texas Constitution pertaining to the PSF. At that referendum, voters of State approved
non-substantive changes to the Texas Constitution to clarify references to the Fund, and, in addition, approved amendments
that effected an increase to the base amount used in calculating the Distribution Rate from the Fund to the ASF, and authorized
the SLB to make direct transfers to the ASF, as described below.

The amendments approved at the referendum included an increase to the base used to calculate the Distribution Rate by
adding to the calculation base certain discretionary real assets and cash in the Fund that is managed by entities other than the
SBOE (at present, by the SLB). The value of those assets were already included in the value of the Fund for purposes of the
Guarantee Program, but prior to the amendment had not been included in the calculation base for purposes of making transfers
from the Fund to the ASF. While the amendment provided for an increase in the base for the calculation of approximately $2
billion, no new resources were provided for deposit to the Fund. As described under “The Total Return Constitutional
Amendment” the SBOE is prevented from approving a Distribution Rate or making a pay out from the Fund if the amount
distributed would exceed 6% of the average of the market value of the Fund, excluding real property in the Fund, but including
discretionary real asset investments on the last day of each of the sixteen State fiscal quarters preceding the Regular Session of
the Legislature that begins before that State fiscal biennium or if such pay out would exceed the Ten Year Total Return.

If there are no reductions in the percentage established biennially by the SBOE to be the Distribution Rate, the impact of the
increase in the base against which the Distribution Rate is applied will be an increase in the distributions from the PSF to the
ASF. As a result, going forward, it may be necessary for the SBOE to reduce the Distribution Rate in order to preserve the
corpus of the Fund in accordance with its management objective of preserving intergenerational equity.

The Distribution Rates for the Fund were set at 3.5%, 2.5%, 4.2%, 3.3%, 3.5% and 3.7% for each of two year periods 2008-
2009, 2010-2011, 2012-2013, 2014-2015, 2016-2017 and 2018-2019, respectively. In November 2018, the SBOE approved a
$2.2 billion distribution to the ASF for State fiscal biennium 2020-2021, to be made in equal monthly increments of $92.2 million,
which represents a 2.981% Distribution Rate for the biennium and a per student distribution of $220.97, based on 2018
preliminary student average daily attendance of 5,004,998. In making the 2020-2021 biennium distribution decision, the SBOE
took into account a commitment of the SLB to transfer $10 million to the PSF in fiscal year 2020 and $45 million in fiscal year
2021.

Changes in the Distribution Rate for each biennial period have been based on a number of financial and political reasons, as
well as commitments made by the SLB in some years to transfer certain sums to the ASF. The new calculation base described
above has been used to determine all payments to the ASF from the Fund beginning with the 2012-13 biennium. The broader
base for the Distribution Rate calculation could increase transfers from the PSF to the ASF, although the effect of the broader
calculation base has been somewhat offset since the 2014-2015 biennium by the establishment by the SBOE of somewhat
lower Distribution Rates than for the 2012-2013 biennium. In addition, the changes made by the amendment that increased the
calculation base that could affect the corpus of the Fund include the decisions that are made by the SLB or others that are, or
may in the future be, authorized to make transfers of funds from the PSF to the ASF.

The constitutional amendments approved on November 8, 2011 also provided authority to the GLO or any other entity (other
than the SBOE) that has responsibility for the management of land or other properties of the PSF to determine whether to
transfer an amount each year to the ASF from the revenue derived during the current year from such land or properties. Prior to
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November 2019, the amount authorized to be transferred to the ASF from the GLO was limited to $300 million per year. On
November 5, 2019, a constitutional amendment was approved by State voters that increased the maximum transfer to the ASF
to $600 million each year from the revenue derived during that year from the PSF from each of the GLO, the SBOE or any other
entity that may have the responsibility to manage such properties (at present there are no such other entities). Any amount
transferred to the ASF pursuant to this constitutional provision is excluded from the 6% Distribution Rate limitation applicable to
SBOE transfers. The exercise of the increased authorization for such transfers is subject to the discretion of the GLO and the
SBOE, and such transfers could be taken into account by the SBOE for purposes of its distributions to the ASF that are made
pursuant to the Total Return Constitutional Amendment. However, future legal and/or financial analysis may be needed before
the impact on the Fund of the constitutional change effected in November 2019 can be determined.

Other Events and Disclosures

The State Investment Ethics Code governs the ethics and disclosure requirements for financial advisors and other service
providers who advise certain State governmental entities, including the PSF. In accordance with the provisions of the State
Investment Ethics Code, the SBOE periodically modifies its code of ethics, which occurred most recently in April 2018. The
SBOE code of ethics includes prohibitions on sharing confidential information, avoiding conflict of interests and requiring
disclosure filings with respect to contributions made or received in connection with the operation or management of the Fund.
The code of ethics applies to members of the SBOE as well as to persons who are responsible by contract or by virtue of being
a TEA PSF staff member for managing, investing, executing brokerage transactions, providing consultant services, or acting as
a custodian of the PSF, and persons who provide investment and management advice to a member of the SBOE, with or
without compensation under certain circumstances. The code of ethics is codified in the Texas Administrative Code at 19 TAC
sections 33.5 et seq., and is available on the TEA web site at http:/ritter.tea.state.tx.us/rules/tac/chapter033/ch033a.html#33.5.

In addition, the GLO has established processes and controls over its administration of real estate transactions and is subject to
provisions of the Texas Natural Resources Code and its own internal procedures in administering real estate transactions for
assets it manages for the Fund.

In the 2011 legislative session, the Legislature approved an increase of 31 positions in the full-time equivalent employees for the
administration of the Fund, which was funded as part of an $18 million appropriation for each year of the 2012-13 biennium, in
addition to the operational appropriation of $11 million for each year of the biennium. The TEA has begun increasing the PSF
administrative staff in accordance with the 2011 legislative appropriation, and the TEA received an appropriation of $30.2 million
for the administration of the PSF for fiscal years 2016 and 2017, respectively, and $30.4 million for each of the fiscal years 2018
and 2019.

As of August 31, 2019, certain lawsuits were pending against the State and/or the GLO, which challenge the Fund’s title to
certain real property and/or past or future mineral income from that property, and other litigation arising in the normal course of
the investment activities of the PSF. Reference is made to the Annual Report, when filed, for a description of such lawsuits that
are pending, which may represent contingent liabilities of the Fund.

PSF Continuing Disclosure Undertaking

The SBOE has adopted an investment policy rule (the “TEA Rule”) pertaining to the PSF and the Guarantee Program. The TEA
Rule is codified in Section | of the TEA Investment Procedure Manual, which relates to the Guarantee Program and is posted to
the TEA web site at
http://tea.texas.gov/Finance_and_Grants/Texas_Permanent_School_Fund/Texas_Permanent_School_Fund_Disclosure_State

ment_-_Bond_Guarantee_Program/. The most recent amendment to the TEA Rule was adopted by the SBOE on February 1,
2019, and is summarized below. Through the adoption of the TEA Rule and its commitment to guarantee bonds, the SBOE has
made the following agreement for the benefit of the issuers, holders and beneficial owners of guaranteed bonds. The TEA (or
its successor with respect to the management of the Guarantee Program) is required to observe the agreement for so long as it
remains an “obligated person,” within the meaning of Rule 15¢2-12, with respect to guaranteed bonds. Nothing in the TEA Rule
obligates the TEA to make any filings or disclosures with respect to guaranteed bonds, as the obligations of the TEA under the
TEA Rule pertain solely to the Guarantee Program. The issuer or an “obligated person” of the guaranteed bonds has assumed
the applicable obligation under Rule 15¢2-12 to make all disclosures and filings relating directly to guaranteed bonds, and the
TEA takes no responsibility with respect to such undertakings. Under the TEA agreement, the TEA will be obligated to provide
annually certain updated financial information and operating data, and timely notice of specified material events, to the MSRB.

The MSRB has established the Electronic Municipal Market Access (“EMMA”) system, and the TEA is required to file its
continuing disclosure information using the EMMA system. Investors may access continuing disclosure information filed with the
MSRB at www.emma.msrb.org, and the continuing disclosure filings of the TEA with respect to the PSF can be found at
https://emma.msrb.org/IssueView/DetailssER355077 or by searching for “Texas Permanent School Fund Bond Guarantee
Program” on EMMA.

Annual Reports

The TEA will annually provide certain updated financial information and operating data to the MSRB. The information to be
updated includes all quantitative financial information and operating data with respect to the Guarantee Program and the PSF of
the general type included in this Official Statement under the heading “THE PERMANENT SCHOOL FUND GUARANTEE
PROGRAM.” The information also includes the Annual Report. The TEA will update and provide this information within six
months after the end of each fiscal year.

The TEA may provide updated information in full text or may incorporate by reference certain other publicly-available
documents, as permitted by Rule 15¢2-12. The updated information includes audited financial statements of, or relating to, the
State or the PSF, when and if such audits are commissioned and available. Financial statements of the State will be prepared in
accordance with generaIIK accepted accounting principles as applied to state governments, as such principles may be changed
from time to time, or such other accounting principles as the State Auditor is required to employ from time to time pursuant to
State law or regulation. The financial statements of the Fund were prepared to conform to U.S. Generally Accepted Accounting
Principles as established by the Governmental Accounting Standards Board.

The Fund is reported by the State of Texas as a permanent fund and accounted for on a current financial resources
measurement focus and the modified accrual basis of accounting. Measurement focus refers to the definition of the resource
flows measured. Under the modified accrual basis of accounting, all revenues reported are recognized based on the criteria of
availability and measurability. Assets are defined as available if they are in the form of cash or can be converted into cash
within 60 days to be usable for payment of current liabilities. Amounts are defined as measurable if they can be estimated or
otherwise determined. Expenditures are recognized when the related fund liability is incurred.
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The State’s current fiscal year end is August 31. Accordingly, the TEA must provide updated information by the last day of
February in each year, unless the State changes its fiscal year. If the State changes its fiscal year, the TEA will notify the MSRB
of the change.

Event Notices

The TEA will also provide timely notices of certain events to the MSRB. Such notices will be provided not more than ten
business days after the occurrence of the event. The TEA will provide notice of any of the following events with respect to the
Guarantee Program: (1) principal and interest payment delinquencies; (2) non-payment related defaults, if such event is material
within the meaning of the federal securities laws; (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 IRS 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-exempt
status of the Guarantee Program, or other material events affecting the tax status of the Guarantee Program; (7) modifications
to rights of holders of bonds guaranteed by the Guarantee Program, if such event is material within the meaning of the federal
securities laws; (8) bond calls, if such event is material within the meaning of the federal securities laws, and tender offers; (9)
defeasances; (10) release, substitution, or sale of property securing repayment of bonds guaranteed by the Guarantee Program,
if such event is material within the meaning of the federal securities laws; (11) rating changes; (12) bankruptcy, insolvency,
receivership, or similar event of the Guarantee Program (which is considered to occur when any of the following occur: the
appointment of a receiver, fiscal agent, or similar officer for the Guarantee Program 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 Guarantee Program, 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 Guarantee
Program); (13) the consummation of a merger, consolidation, or acquisition involving the Guarantee Program or the sale of all or
substantially all of its assets, 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) the appointment of a successor or additional trustee with respect to the Guarantee Program or the change of
name of a trustee, if such event is material within the meaning of the federal securities laws; (15) the incurrence of a financial
obligation of the Guarantee Program, if material, or agreement to covenants, events of default, remedies, priority rights, or other
similar terms of a financial obligation of the Program, 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
Guarantee Program, any of which reflect financial difficulties. (Neither the Act nor any other law, regulation or instrument
pertaining to the Guarantee Program make any provision with respect to the Guarantee Program for bond calls, debt service
reserves, credit enhancement, liquidity enhancement, early redemption or the appointment of a trustee with respect to the
Guarantee Program.) In addition, the TEA will provide timely notice of any failure by the TEA to provide information, data, or
financial statements in accordance with its agreement described above under “Annual Reports.”

Availability of Information

The TEA has agreed to provide the foregoing information only to the MSRB and to transmit such information electronically to the
MSRB in such format and accompanied by such identifying information as prescribed by the MSRB. The information is
available from the MSRB to the public without charge at www.emma.msrb.org.

Limitations and Amendments

The TEA has agreed to update information and to provide notices of material events only as described above. The TEA 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 TEA
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 TEA 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 of Bonds
may seek a writ of mandamus to compel the TEA to comply with its agreement.

The continuing disclosure agreement of the TEA is made only with respect to the PSF and the Guarantee Program. The issuer
of guaranteed bonds or an obligated person with respect to guaranteed bonds may make a continuing disclosure undertaking in
accordance with Rule 15¢c2-12 with respect to its obligations arising under Rule 15¢2-12 pertaining to financial and operating
data concerning such entity and notices of material events relating to such guaranteed bonds. A description of such
undertaking, if any, is included elsewhere in the Official Statement.

This continuing disclosure agreement may be amended by the TEA 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 TEA, but only if (1) the provisions, as so amended, would have permitted an underwriter to purchase or sell guaranteed
bonds in the primary offering of such bonds in compliance with Rule 15¢2-12, taking into account any amendments or
interpretations of Rule 15¢2-12 since such offering as well as such changed circumstances and (2) either (a) the holders of a
majority in aggregate principal amount of the outstanding bonds guaranteed by the Guarantee Program consent to such
amendment or (b) a person that is unaffiliated with the TEA (such as nationally recognized bond counsel) determines that such
amendment will not materially impair the interest of the holders and beneficial owners of the bonds guaranteed by the
Guarantee Program. The TEA may also amend or repeal the provisions of its continuing disclosure agreement if the SEC
amends or repeals the applicable provision of Rule 15¢2-12 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 guaranteed by the Guarantee Program in the primary offering of such bonds.

Compliance with Prior Undertakings

During the last five years, the TEA has not failed to substantially comply with its previous continuing disclosure agreements in
accordance with Rule 15¢2-12.

SEC Exemptive Relief

On February 9, 1996, the TEA received a letter from the Chief Counsel of the SEC that pertains to the availability of the “small
issuer exemption” set forth in paragraph (d)(2) of Rule 15¢c2-12. The letter provides that Texas school districts which offer municipal
securities that are guaranteed under the Guarantee Program may undertake to comply with the provisions of paragraph (d)(2) of
Rule 15c2-12 if their offerings otherwise qualify for such exemption, notwithstanding the guarantee of the school district securities
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under the Guarantee Program. Among other requirements established by Rule 15¢2-12, a school district offering may qualify for
the small issuer exemption if, upon issuance of the proposed series of securities, the school district will have no more than $10
million of outstanding municipal securities.

STATE AND LOCAL FUNDING OF SCHOOL DISTRICTS IN TEXAS

Litigation Relating to the Texas Public School Finance System

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

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

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

Possible Effects of Changes in Law on District Bonds

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

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

CURRENT PUBLIC SCHOOL FINANCE SYSTEM

During the 2019 Legislative Session, the State Legislature made numerous changes to the current public school finance system,
the levy and collection of ad valorem taxes, and the calculation of defined tax rates, including particularly those contained in House
Bill 3 ("*HB 3") and Senate Bill 2 (“SB 2"). In some instances, the provisions of HB 3 and SB 2 will require further interpretation in
connection with their implementation in order to resolve ambiguities contained in the bills. The District is still in the process of (a)
analyzing the provisions of HB 3 and SB 2, and (b) monitoring the on-going guidance provided by TEA. The information contained
herein under the captions “CURRENT PUBLIC SCHOOL FINANCE SYSTEM” and “TAX RATE LIMITATIONS” is subject to
change, and only reflects the District's understanding of HB 3 and SB 2 based on information available to the District as of the date
of this Official Statement. Prospective investors are encouraged to review HB 3, SB 2, and the Property Tax Code for definitive
requirements for the levy and collection of ad valorem taxes, the calculation of the defined tax rates, and the administration of the
current public school finance system.

Overview

The following language constitutes only a summary of the public school finance system as it is currently structured. For a more
complete description of school finance and fiscal management in the State, reference is made to Chapters 43 through 49 of the
Texas Education Code, as amended.

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

Prior to the 2019 Legislative Session, a school district's maximum M&O tax rate for a given tax year was determined by multiplying
that school district's 2005 M&O tax rate levy by an amount equal a compression percentage set by legislative appropriation or, in
the absence of legislative appropriation, by the Commissioner of Education (the “Commissioner”). This compression percentage
was historically set at 66.67%, effectively setting the maximum compressed M&O tax rate for most school districts at $1.00 per
$100 of taxable value, since most school districts in the State had a voted maximum M&O tax rate of $1.50 per $100 of taxable
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value (though certain school districts located in Harris County had special M&O tax rate authorizations allowing a higher M&O tax
rate). School districts were permitted, however, to generate additional local funds by raising their M&O tax rate up to $0.04 above
the compressed tax rate or, with voter-approval at a valid election in the school district, up to $0.17 above the compressed tax rate
(for most school districts, this equated to an M&O tax rate between $1.04 and $1.17 per $100 of taxable value). School districts
received additional State funds in proportion to such taxing effort.

Local Funding for School Districts

During the 2019 Legislative Session, the State Legislature made several significant changes to the funding methodology for school
districts (the “2019 Legislation”). The 2019 Legislation orders a school district's M&O tax rate into two distinct parts: the “Tier One
Tax Rate”, which is the local M&O tax rate required for a school district to receive any part of the basic level of State funding
(referred to herein as “Tier One”) under the Foundation School Program, as further described below, and the “Enrichment Tax
Rate”, which is any local M&O tax effort in excess of its Tier One Tax Rate. The 2019 Legislation amended formulas for the State
Compression Percentage and Maximum Compressed Tax Rate (each as described below) to compress M&O tax rates in response
to year-over-year increases in property values across the State and within a school district, respectively. The discussion in this
subcaption “Local Funding For School Districts” is generally intended to describe funding provisions applicable to all school districts;
however, there are distinctions in the funding formulas for school districts that generate local M&O tax revenues in excess of the
school districts’ funding entitlements, as further discussed under the subcaption “CURRENT PUBLIC SCHOOL FINANCE SYSTEM
— Local Revenue Level In Excess of Entitlement” herein.

State Compression Percentage

The “State Compression Percentage” for the State fiscal year ending in 2020 (the 2019-2020 school year) is a statutorily-defined
percentage of the rate of $1.00 per $100 at which a school district must levy its Tier One Tax Rate to receive the full amount of the
Tier One funding to which a school district is entitled. For the State fiscal year ending in 2020, the State Compression Percentage is
set at 93% per $100 of taxable value. Beginning in the State fiscal year ending in 2021, the State Compression Percentage is the
lesser of three alternative calculations: (1) 93% or a lower percentage set by appropriation for a school year; (2) a percentage
determined by formula if the estimated total taxable property value of the State (as submitted annually to the State Legislature by
the State Comptroller) has increased by at least 2.5% over the prior year; and (3) the prior year State Compression Percentage. For
any year, the maximum State Compression Percentage is 93%.

Maximum Compressed Tax Rate

Pursuant to the 2019 Legislation, beginning with the State fiscal year ending in 2021 (the 2020-2021 school year) the Maximum
Compressed Tax Rate (the “MCR”) is the tax rate per $100 of valuation of taxable property at which a school district must levy its
Tier One Tax Rate to receive the full amount of the Tier One funding to which the school district is entitled. The MCR is equal to the
lesser of three alternative calculations: (1) the school district’s prior year MCR; (2) a percentage determined by formula if the school
district experienced a year-over-year increase in property value of at least 2.5%; or (3) the product of the State Compression
Percentage for the current year multiplied by $1.00. However, each year the TEA shall evaluate the MCR for each school district in
the State, and for any given year, if a school district’'s MCR is calculated to be less than 90% of any other school district's MCR for
the current year, then the school district's MCR is instead equal to the school district’s prior year MCR, until TEA determines that
the difference between the school district's MCR and any other school district's MCR is not more than 10%. These compression
formulas are intended to more closely equalize local generation of Tier One funding among districts with disparate tax bases and
generally reduce the Tier One Tax Rates of school districts as property values increase.

Tier One Tax Rate

For the 2019-2020 school year, the Tier One Tax Rate is the State Compression Percentage multiplied by (i) $1.00, or (ii) for a
school district that levied an M&O tax rate for the 2018-2019 school year that was less than $1.00 per $100 of taxable value, the
total number of cents levied by the school district for the 2018-2019 school year for M&O purposes; effectively setting the Tier One
Tax Rate for the State fiscal year ending in 2020 for most school districts at $0.93. Beginning in the 2020-2021 school year, a
sc(r:wool district’s Tier One Tax Rate is defined as a school district's M&O tax rate levied that does not exceed the school district’s
MCR.

Enrichment Tax Rate

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

School districts may levy an Enrichment Tax Rate at a level of their choice, subject to the limitations described under “TAX RATE
LIMITATIONS — Public Hearing and Voter-Approval Tax Rate”; however to levy any of the Enrichment Tax Rate in a given year, a
school district must levy a Tier One Tax Rate equal to $0.93 for the 2019-2020 school year, or equal to the school district's MCR for
the 2020-2021 and subsequent years. Additionally, a school district’s levy of Copper Pennies is subject to compression if the
guaranteed yield (i.e., the guaranteed level of local tax revenue and State aid generated for each cent of tax effort) of Copper
Pennies is increased from one year to the next (see “CURRENT PUBLIC SCHOOL FINANCE SYSTEM - State Funding for School
Districts — Tier Two”).

State Funding for School Districts

State funding for school districts is provided through the two-tiered Foundation School Program, which guarantees certain levels of
funding for school districts in the State. School districts are entitled to a legislatively appropriated guaranteed yield on their Tier
One Tax Rate and Enrichment Tax Rate. When a school district's Tier One Tax Rate and Enrichment Tax Rate generate tax
revenues at a level below the respective entitlement, the State will provide “Tier One” funding or “Tier Two” funding, respectively, to
fund the difference between the school district’s entittements and the calculated M&O revenues generated by the school district’s
respective M&O tax rates.

The first level of funding, Tier One, is the basic level of funding guaranteed to all school districts based on a school district's Tier
One Tax Rate. Tier One funding may then be “enriched” with Tier Two funding. Tier Two provides a guaranteed entitlement for
each cent of a school district's Enrichment Tax Rate, allowing a school district increase or decrease its Enrichment Tax Rate to
supplement Tier One funding at a level of the school district's own choice. While Tier One funding may be used for the payment of
debt service (except for school districts subject to the recapture provisions of Chapter 49 of the Texas Education Code, as
discussed herein), and in some instances is required to be used for that purpose (see “TAX RATE LIMITATIONS - I&S Tax Rate
Limitations”), Tier Two funding may not be used for the payment of debt service or capital outlay.
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The current public school finance system also provides an Existing Debt Allotment (“EDA”) to subsidize debt service on eligible
outstanding school district bonds, an Instructional Facilities Allotment (“IFA”) to subsidize debt service on newly issued bonds, and
a New Instructional Facilities Allotment (“NIFA”) to subsidize operational expenses associated with the opening of a new
instructional facility. IFA primarily addresses the debt service needs of property-poor school districts. For the 2020-2021 State fiscal
biennium, the State Legislature appropriated funds in the amount of $1,323,444,300 for the EDA, IFA, and NIFA.

Tier One and Tier Two allotments represent the State’s share of the cost of M&O expenses of school districts, with local M&O taxes
representing the school district’s local share. EDA and IFA allotments supplement a school district’s local 1&S taxes levied for debt
service on eligible bonds issued to construct, acquire and improve facilities, provided that a school district qualifies for such funding
and that the State Legislature makes sufficient appropriations to fund the allotments for a State fiscal biennium. Tier One and Tier
Two allotments and existing EDA and IFA allotments are generally required to be funded each year by the State Legislature.

Tier One

Tier One funding is the basic level of funding guaranteed to a school district, consisting of a State-appropriated baseline level of
funding (the “Basic Allotment”) for each student in “Average Daily Attendance” (being generally calculated as the sum of student
attendance for each State-mandated day of instruction divided by the number of State-mandated days of instruction, defined herein
as “ADA”). The Basic Allotment is revised downward if a school district’s Tier One Tax Rate is less than the State-determined
threshold. The Basic Allotment is supplemented by additional State funds, allotted based upon the unique school district
characteristics and demographics of students in ADA, to make up most of a school district's Tier One entitlement under the
Foundation School Program.

For the 2019-2020 State fiscal year, the Basic Allotment for school districts with a Tier One Tax Rate equal to $0.93, is $6,160 for
each student in ADA and is revised downward for school districts with a Tier One Tax Rate lower than $0.93. For the State fiscal
year ending in 2021 and subsequent State fiscal years, the Basic Allotment for a school district with a Tier One Tax Rate equal to
the school districts MCR, is $6,160 (or a greater amount as may be provided by appropriation) for each student in ADA and is
revised downward for a school district with a Tier One Tax Rate lower than the school district's MCR. The Basic Allotment is then
supplemented for all school districts by various weights to account for differences among school districts and their student
populations. Such additional allotments include, but are not limited to, increased funds for students in ADA who: (i) attend a
qualified special education program, (ii) are diagnosed with dyslexia or a related disorder, (iii) are economically disadvantaged, or
(iv) have limited English language proficiency. Additional allotments to mitigate differences among school districts include, but are
not limited to: (i) a transportation allotment for mileage associated with transporting students who reside two miles or more from
their home campus, (ii) a fast growth allotment (for school districts in the top 25% of enroliment growth relative to other school
districts), and (iii) a college, career and military readiness allotment to further Texas’ goal of increasing the number of students who
attain a post-secondary education or workforce credential, and (iv) a teacher incentive allotment to increase teacher compensation
retention in disadvantaged or rural school districts. A school district’s total Tier One funding, divided by $6,160, is a school district’s
measure of students in “Weighted Average Daily Attendance” (“WADA”), which serves to calculate Tier Two funding.

Tier Two

Tier Two supplements Tier One funding and provides two levels of enrichment with different guaranteed yields (i.e., Golden
Pennies and Copper Pennies) depending on the school district's Enrichment Tax Rate. Golden Pennies generate a guaranteed
yield equal to the greater of (i) the local revenue per student in WADA per cent of tax effort available to a school district at the
ninety-sixth (96th) percentile of wealth per student in WADA, or (ii) the Basic Allotment (or a greater amount as may be provided by
appropriation) multiplied by 0.016. For the 2020-2021 State fiscal biennium, school districts are guaranteed a yield of $98.56 per
student in WADA for each Golden Penny levied. Copper Pennies generate a guaranteed yield per student in WADA equal to the
school district’s Basic Allotment (or a greater amount as may be provided by appropriation) multiplied by 0.008. For the 2020-2021
State fiscal biennium, school districts are guaranteed a yield of $49.28 per student in WADA for each Copper Penny levied. For any
school year in which the guaranteed yield of Copper Pennies per student in WADA exceeds the guaranteed yield of Copper
Pennies per student in WADA for the preceding school year, a school district is required to reduce its Copper Pennies levied so as
to generate no more revenue per student in WADA than was available to the school district for the preceding year. Accordingly, the
increase in the guaranteed yield from $31.95 per Copper Penny per student in WADA for the 2018-2019 school year to $49.28 per
Copper Penny per student in WADA for the 2019-2020 school year requires school districts to compress their levy of Copper
Pennies by a factor of 0.64834. As such, school districts that levied an Enrichment Tax Rate of $0.17 in school year 2018-2019
must reduce their Enrichment Tax Rate to approximately $0.138 per $100 taxable value for the 2019-2020 school year.

Existing Debt Allotment, Instruction Facilities Allotment, and New Instructional Facilities Allotment

The Foundation School Program also includes facilities funding components consisting of the IFA and the EDA, subject to
legislative appropriation each State fiscal biennium. To the extent funded for a biennium, these programs assist school districts in
funding facilities by, generally, equalizing a school district's I1&S tax effort. The IFA guarantees each awarded school district a
specified amount per student (the “IFA Yield”) in State and local funds for each cent of I&S tax levied to pay the principal of and
interest on eligible bonds issued to construct, acquire, renovate or improve instructional facilities. The IFA Yield has been $35 since
this program first began in 1997. New awards of IFA are only available if appropriated funds are allocated for such purpose by the
State Legislature. To receive an IFA award, in years where new IFA awards are available, a school district must apply to the
Commissioner in accordance with rules adopted by the TEA before issuing the bonds to be paid with IFA State assistance. The
total amount of debt service assistance over a biennium for which a school district may be awarded is limited to the lesser of (1) the
actual debt service payments made by the school district in the biennium in which the bonds are issued; or (2) the greater of (a)
$100,000 or (b) $250 multiplied by the number of students in ADA. The IFA is also available for lease-purchase agreements and
refunding bonds meeting certain prescribed conditions. Once a school district receives an IFA award for bonds, it is entitled to
continue receiving State assistance for such bonds without reapplying to the Commissioner. The guaranteed level of State and
local funds per student per cent of local tax effort applicable to the bonds may not be reduced below the level provided for the year
in which the bonds were issued. For the 2020-2021 State fiscal biennium, the State Legislature did not appropriate any funds for
new IFA awards; however, awards previously granted in years the State Legislature did appropriate funds for new IFA awards will
continue to be funded.

State financial assistance is provided for certain existing eligible debt issued by school districts through the EDA program. The EDA
guaranteed vyield (the “EDA Yield”) is the lesser of (i) $40 per student in ADA or a greater amount for any year provided by
appropriation; or (ii) the amount that would result in a total additional EDA of $60 million more than the EDA to which school districts
would have been entitled to if the EDA Yield were $35. The portion of a school district’s local debt service rate that qualifies for EDA
assistance is limited to the first $0.29 of its 1&S tax rate (or a greater amount for any year provided by appropriation by the State
Legislature). In general, a school district's bonds are eligible for EDA assistance if (i) the school district made payments on the
bonds during the final fiscal year of the preceding State fiscal biennium, or (ii) the school district levied taxes to pay the principal of
and interest on the bonds for that fiscal year. Each biennium, access to EDA funding is determined by the debt service taxes
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collected in the final year of the preceding biennium. A school district may not receive EDA funding for the principal and interest on
a series of otherwise eligible bonds for which the school district receives IFA funding.

Since future-year IFA awards were not funded by the State Legislature for the 2020-2021 State fiscal biennium and debt service
assistance on school district bonds that are not yet eligible for EDA is not available, debt service payments during the 2020-2021
State fiscal biennium on new bonds issued by school districts in the 2020-2021 State fiscal biennium to construct, acquire and
improve facilities must be funded solely from local 1&S taxes.

A school district may also qualify for a NIFA allotment, which provides assistance to school districts for operational expenses
associated with opening new instructional facilities. In the 2019 Legislative Session, the State Legislature appropriated funds in the
amount of $100,000,000 for each fiscal year of the 2020-2021 State fiscal biennium for NIFA allotments.

Tax Rate and Funding Equity

The Commissioner may adjust a school district’s funding entitlement if the funding formulas used to determine the school district's
entitlement result in an unanticipated loss or gain for a school district. Any such adjustment requires preliminary approval from the
Legislative Budget Board and the office of the Governor, and such adjustments may only be made through the 2020-2021 school
year.

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

Furthermore, “property-wealthy” school districts that received additional State funds under the public school finance system prior to
the enactment of the 2019 Legislation are entitled to an equalized wealth transition grant on an annual basis through the 2023-2024
school year in an amount equal to the amount of additional revenue such school district would have received under former Texas
Education Code Sections 41.002(e) through (g), as those sections existed on January 1, 2019. This grant is phased out through the
2023-2024 school year as follows: (1) 20% reduction for the 2020-2021 school year, (2) 40% reduction for the 2021-2022 school
year, (3) 60% reduction for the 2022-2023 school year, and (4) 80% reduction for the 2023-2024 school year.

Local Revenue Level in Excess of Entitlement

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

Whereas prior to the 2019 Legislation, the recapture process had been based on the proportion of a school district's assessed
property value per student in ADA, recapture is now measured by the “local revenue level” (being the M&O tax revenues generated
in a school district) in excess of the entitements appropriated by the State Legislature each fiscal biennium. Therefore, school
districts are now guaranteed that recapture will not reduce revenue below their statutory entittement. The changes to the wealth
transfer provisions are expected to reduce the cumulative amount of recapture payments paid by school districts by approximately
$3.6 billion during the 2020-2021 State fiscal biennium.

Options for Local Revenue Levels in Excess of Entitlement

Under Chapter 49, a school district has six options to reduce local revenues to a level that does not exceed the school district’'s
respective entitlements: (1) a school district may consolidate by agreement with one or more school districts to form a consolidated
school district; all property and debt of the consolidating school districts vest in the consolidated school district; (2) a school district
may detach property from its territory for annexation by a property-poor school district; (3) a school district may purchase
attendance credits from the State; (4) a school district may contract to educate nonresident students from a property-poor school
district by sending money directly to one or more property-poor school districts; (5) a school district may execute an agreement to
provide students of one or more other school districts with career and technology education through a program designated as an
area program for career and technology education; or (6) a school district may consolidate by agreement with one or more school
districts to form a consolidated taxing school district solely to levy and distribute either M&O taxes or both M&O taxes and 1&S
taxes. A Chapter 49 school district may also exercise any combination of these remedies. Options (3), (4) and (6) require prior
approval by the Chapter 49 school district’s voters.

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

POSSIBLE EFFECTS OF WEALTH TRANSFER PROVISIONS ON THE DISTRICT’S FINANCIAL CONDITION

For the 2020-2021 school year, the District was not designated as an “excess local revenue” Chapter 49 district by TEA.
Accordingly, the District has not been required to exercise one of the wealth equalization options permitted under applicable State
law. As a district with local revenue less than the maximum permitted level, the District may benefit in the future by agreeing to
accept taxable property or funding assistance from, or agreeing to consolidate with, a property-rich district to enable such district to
reduce its wealth per student to the permitted level.
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A district’s local revenue level must be test for each future school year and, if it exceeds the District’s funding entitlements, the
District must reduce its local revenue level by the exercise of one of the permitted wealth equalization options. Accordingly, if the
District’s local revenue level should exceed the District’s funding entitlements in future school years, it will be required to exercise
one or more of the permitted wealth equalization options. If the District were to consolidate (or consolidate its tax base for all
purposes) with a property-poor district, the outstanding debt of each district could become payable from the consolidated district’s
combined property tax base, and the District’s ratio of taxable property to debt could become diluted. If the District were to detach
property voluntarily, a portion of its outstanding debt (including the Bonds) could be assumed by the district to which the property is
annexed, in which case timely payment of the Bonds could become dependent in part on the financial performance of an annexing
district.

For a detailed discussion of State funding for school district see “CURRENT PUBLIC SCHOOL FINANCE SYSTEM - State Funding
for School Districts.”

AD VALOREM TAX PROCEDURES

The following is a summary of certain provisions of State law as it relates to ad valorem taxation and is not intended to be complete.
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 (the “Appraisal Review Board”) responsible for appraising
property for all taxing units within the county. The appraisal of property within the District is the responsibility of the Gregg County
Appraisal District (the “Appraisal District”). Except as generally described below, the Appraisal District is required to appraise all
property within the Appraisal District on the basis of 100% of its market value and is prohibited from applying any assessment
ratios. In determining market value of property, the Appraisal District is required to consider the cost method of appraisal, the
income method of appraisal and the market data comparison method of appraisal, and use the method the chief appraiser of the
Appraisal District considers most appropriate. The Property Tax Code requires appraisal districts to reappraise all property in its
jurisdiction at least once every three (3) years. A taxing unit may require annual review at its own expense, and is entitled to
challenge the determination of appraised value of property within the taxing unit by petition filed with the Appraisal Review Board.

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

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

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

State Mandated Homestead Exemptions

State law grants, with respect to each school district in the State, (1) a $25,000 exemption of the appraised value of all homesteads,
(2) a $10,000 exemption of the appraised value of the homesteads of persons sixty-five (65) years of age or older and the disabled,
and (3) various exemptions for disabled veterans and their families, surviving spouses of members of the armed services killed in
action and surviving spouses of first responders killed or fatally wounded in the line of duty. See “Appendix A — Financial
Information of the District — Assessed Valuation” 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 appraised value of all homesteads (but not less than $5,000) and (2) an additional exemption of at
least $3,000 of the appraised value of the homesteads of persons sixty-five (65) years of age or older and the disabled. Each taxing
unit decides if it will offer the local option homestead exemptions and at what percentage or dollar amount, as applicable. The
governing body of a school district may not repeal or reduce the amount of the local option homestead exemption described in (1),
above, that was in place for the 2014 tax year (fiscal year 2015) for a period ending December 31, 2019. The exemption described
in (2), above, may also be created, increased, decreased or repealed at an election called by the governing body of a taxing unit
upon presentment of a petition for such creation, increase, decrease, or repeal of at least 20% of the number of qualified voters who
voted in the preceding election of the taxing unit. See “Appendix A — Financial Information of the District — Assessed Valuation” for
the reduction in taxable valuation, if any, attributable to local option homestead exemptions.

State Mandated Freeze on School District Taxes

Except for increases attributable to certain improvements, a school district is prohibited from increasing the total ad valorem tax on
the homestead of persons sixty-five (65) years of age or older or of disabled persons above the amount of tax imposed in the year
such homestead qualified for such exemption. This freeze is transferable to a different homestead if a qualifying taxpayer moves
and, under certain circumstances, is also transferable to the surviving spouse of persons sixty-five (65) years of age or older, but
not the disabled. See “Appendix A — Financial Information of the District — Assessed Valuation” 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.
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Freeport and Goods-In-Transit Exemptions

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

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

A taxpayer may receive only one of the Goods-in-Transit or Freeport Property exemptions for items of personal property. See
“Appendix A — Financial Information of the District — Assessed Valuation” 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.

Temporary Exemption for Qualified Property Damaged by a Disaster

The Property Tax Code entitles the owner of certain qualified (i) tangible personal property used for the production of income, (ii)
improvements to real property, and (iii) manufactured homes located in an area declared by the governor to be a disaster area
following a disaster and is at least 15 percent damaged by the disaster, as determined by the chief appraiser, to an exemption from
taxation of a portion of the appraised value of the property. The amount of the exemption ranges from 15 percent to 100 percent
based upon the damage assessment rating assigned by the chief appraiser. Except in situations where the territory is declared a
disaster on or after the date the taxing unit adopts a tax rate for the year in which the disaster declaration is issued, the governing
body of the taxing unit is not required to take any action in order for the taxpayer to be eligible for the exemption. If a taxpayer
qualifies for the exemption after the beginning of the tax year, the amount of the exemption is prorated based on the number of
days left in the tax year following the day on which the governor declares the area to be a disaster area. For more information on
the exemption, reference is made to Section 11.35 of the Tax Code. Section 11.35 of the Tax Code was enacted during the 2019
legislative session, and there is no judicial precedent for how the statute will be applied. Texas Attorney General Opinion KP-0299,
issued on April 13, 2020, concluded a court would likely find the Texas Legislature intended to limit the temporary tax exemption to
apply to property physically harmed as a result of a declared disaster.

Tax Increment Reinvestment Zones

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

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

Tax Limitation Agreements

The Texas Economic Development Act (Chapter 313, Texas Tax Code, as amended), allows school districts to grant limitations on
appraised property values to certain corporations and limited liability companies to encourage economic development within the
school district. Generally, a ten-year term of a tax limitation agreement, a school district may only levy and collect M&O taxes on the
agreed-to limited appraised property value. For the purposes of calculating its Tier One and Tier Two entitlements, the portion of a
school district’'s property that is not fully taxable is excluded from the school district’s taxable property values. Therefore, a school
district will not be subject to a reduction in Tier One or Tier Two State funds as a result of lost M&O tax revenues due to entering
into a tax limitation agreement (see “CURRENT PUBLIC SCHOOL FINANCE SYSTEM - State Funding for School Districts”).

For a discussion of how the various exemptions described above are applied by the District, see “AD VALOREM TAX
PROCEDURES - The Property Tax Code as Applied to the District” herein.

District and Taxpayer Remedies

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

Beginning in the 2020 tax year, owners of certain property with a taxable value in excess of the current year “minimum eligibility
amount”, as determined by the State Comptroller, and situated in a county with a population of one million or more, may protest the
determinations of an appraisal district directly to a three-member special panel of the appraisal review board, appointed by the
chairman of the appraisal review board, consisting of highly qualified professionals in the field of property tax appraisal. The
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minimum eligibility amount is set at $50 million for the 2020 tax year, and is adjusted annually by the State Comptroller to reflect the
inflation rate.

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

Levy and Collection of Taxes

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

District’s Rights in the Event of Tax Delinquencies

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

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

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

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

TAX RATE LIMITATIONS
M&O Tax Rate Limitations

The District is authorized to levy an M&O tax rate pursuant to the approval of the voters of the District at an election held on
December 2, 1967 pursuant to Article 2784e-1, Texas Revised Civil Statues Annotated.

HB3 established the following maximum M&O tax rate per $100 of taxable value that may be adopted by independent school
districts, such as the District, for the 2019 and subsequent tax years:

For the 2019 tax year, the maximum M&O tax rate per $100 of taxable value that may be adopted by a school district is
the sum of $0.17 and the product of the State Compression Percentage multiplied by $1.00. For the 2019 tax year, the
state compression percentage has been set at 93%.

For the 2020 and subsequent tax years, the maximum maintenance tax rate per $100 of taxable value that may be
adopted by an independent school district is the sum of $0.17 and the school districts MCR. The District's MCR is,
generally, inversely proportional to the change in taxable property values both within the District and the State, and is
subject to recalculation annually. For any year, highest possible MCR for an independent school district is $0.93.

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

I&S Tax Rate Limitations

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

Section 45.0031 of the Texas Education Code, as amended, requires a school district to demonstrate to the Texas Attorney
General that it has the prospective ability to pay its maximum annual debt service on a proposed issue of bonds and all
previously issued bonds, other than bonds approved by voters of a school district at an election held on or before April 1, 1991
and issued before September 1, 1992 (or debt issued to refund such bonds, collectively, “exempt bonds”), from a tax levied at a
rate of $0.50 per $100 of assessed valuation before bonds may be issued (the “50-cent Test”). In demonstrating the ability to
pay debt service at a rate of $0.50, a school district may take into account EDA and IFA allotments to the school district, which
effectively reduces the school district’s local share of debt service, and may also take into account Tier One funds allotted to the
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school district. If a school district exercises this option, it may not adopt an I&S tax until it has credited to the school district’s
1&S fund an amount equal to all State allotments provided solely for payment of debt service and any Tier One funds needed to
demonstrate compliance with the threshold tax rate test and which is received or to be received in that year. Additionally, a
school district may demonstrate its ability to comply with the 50-cent Test by applying the $0.50 tax rate to an amount equal to
90% of projected future taxable value of property in the school district, as certified by a registered professional appraiser,
anticipated for the earlier of the tax year five (5) years after the current tax year or the tax year in which the final payment for the
bonds is due. However, if a school district uses projected future taxable values to meet the 50-cent Test and subsequently
imposes a tax at a rate greater than $0.50 per $100 of valuation to pay for bonds subject to the test, then for subsequent bond
issues, the Texas Attorney General must find that the school district has the projected ability to pay principal and interest on the
proposed bonds and all previously issued bonds subject to the 50-cent Test from a tax rate of $0.45 per $100 of valuation. Once
the prospective ability to pay such tax has been shown and the bonds are issued, a school district may levy an unlimited tax to
pay debt service. The Bonds are issued as refunding bonds and are not subject to the $0.50 threshold tax rate test. The
District has not utilized projected values or State assistance to satisfy the $0.50 test.

Public Hearing and Voter-Approval Tax Rate

A school district’s total tax rate is the combination of the M&O tax rate and the 1&S tax rate. Generally, the highest rate at which
a school district may levy taxes for any given year without holding an election to approve the tax rate is the “Voter-Approval Tax
Rate”, as described below.

For the 2019 tax year, a school district is required to adopt its annual tax rate before the later of September 30 or the sixtieth
(60th) day after the date the certified appraisal roll is received by the taxing unit, and a failure to adopt a tax rate by such
required date will result in the tax rate for the taxing unit being the lower of the “effective tax rate” calculated for that tax year or
the tax rate adopted by the taxing unit for the preceding tax year. “Effective tax rate” means the rate that will produce the prior
year's total tax levy from the current year’s total taxable values, adjusted such that lost values are not included in the calculation
of the prior year’s taxable values and new values are not included in the current year’s taxable values.

For the 2019 tax year, the Voter-Approval Tax Rate for a school district is the sum of (i) the State Compression Percentage,
multiplied by $1.00; (i) the greater of (a) the school district's M&O tax rate for the 2018 tax year, less the sum of (1) $1.00, and
(2) any amount by which the school district is required to reduce its Enrichment Tax Rate for the 2019 tax year, or (b) $0.04; and
(iii) the school district’s 1&S tax rate. For the 2019 tax year, a school district's M&O tax rate may not exceed the rate equal to the
sum of (i) $0.17 and (ii) the product of the State Compression Percentage multiplied by $1.00.

For the 2019 tax year, a school district with a Voter-Approval Tax Rate equal to or greater than $0.97 (excluding the school
district's current I&S tax rate) may not adopt tax rate for the 2019 tax year that exceeds the school district's Voter-Approval Tax
Rate. For the 2019 tax year, the District is not eligible to adopt a tax rate that exceeds its Voter-Approval Tax Rate.

Beginning with the 2020 tax year, a school district is required to adopt its annual tax rate before the later of September 30 or the
sixtieth (60th) day after the date the certified appraisal roll is received by the taxing unit, except that a tax rate that exceeds the
Voter-Approval Tax Rate must be adopted not later than the seventy-first (71st) day before the next occurring November uniform
election date. A school district’s failure to adopt a tax rate equal to or less than the Voter-Approval Tax Rate by September 30 or
the sixtieth (60th) day after receipt of the certified appraisal roll, will result in the tax rate for such school district for the tax year
to be the lower of the “no-new-revenue tax rate” calculated for that tax year or the tax rate adopted by the school district for the
preceding tax year. A school district’s failure to adopt a tax rate in excess of the Voter-Approval Tax Rate on or prior to the
seventy-first (71st) day before the next occurring November uniform election date, will result in the school district adopting a tax
rate equal to or less than its Voter-Approval Tax Rate by the later of September 30 or the sixtieth (60th) day after receipt of the
certified appraisal roll. “No-new-revenue tax rate” means the rate that will produce the prior year’s total tax levy from the current
year’s total taxable values, adjusted such that lost values are not included in the calculation of the prior year's taxable values
and new values are not included in the current year’s taxable values.

For the 2020 and subsequent tax years, the Voter-Approval Tax Rate for a school district is the sum of (i) the school district’s
MCR,; (ii) the greater of (a) the school district’'s Enrichment Tax Rate for the preceding year, less any amount by which the
school district is required to reduce its current year Enrichment Tax Rate pursuant to Section 48.202(f), Education Code, as
amended, or (b) the rate of $0.05 per $100 of taxable value; and (jii) the school district’s current 1&S tax rate. However, for only
the 2020 tax year, if the governing body of the school district does not adopt by unanimous vote an M&O tax rate at least equal
to the sum of the school district's MCR plus $0.05, then $0.04 is substituted for $0.05 in the calculation for such school district’s
Voter-Approval Tax Rate for the 2020 tax year. For the 2020 tax year, and subsequent years, a school district's M&O tax rate
may not exceed the rate equal to the sum of (i) $0.17 and (ii) the school districts MCR (see “CURRENT PUBLIC SCHOOL
FINANCE SYSTEM?” herein, for more information regarding the State Compression Percentage, MCR, and the Enrichment Tax
Rate).

Beginning with the 2020 tax year, the governing body of a school district generally cannot adopt a tax rate exceeding the school
district's Voter-Approval Tax Rate without approval by a majority of the voters approving the higher rate at an election to be held
on the next uniform election date. Further, subject to certain exceptions for areas declared disaster areas, State law requires
the board of trustees of a school district to conduct an efficiency audit before seeking voter approval to adopt a tax rate
exceeding the Voter-Approval Tax Rate and sets certain parameters for conducting and disclosing the results of such efficiency
audit. An election is not required for a tax increase to address increased expenditures resulting from certain natural disasters in
the year following the year in which such disaster occurs; however, the amount by which the increased tax rate exceeds the
school district’'s Voter-Approval Tax Rate for such year may not be considered by the school district in the calculation of its
subsequent Voter-Approval Tax Rate.

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

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

Beginning with the 2020 tax year, a school district must annually calculate and prominently post on its internet website, and
submit to the county tax assessor-collector for each county in which all or part of the school district is located its Voter-Approval
Tax Rate in accordance with forms prescribed by the State Comptroller.

THE PROPERTY TAX CODE AS APPLIED TO THE DISTRICT

The Appraisal District has the responsibility for appraising property in the District as well as other taxing units in Gregg County,
Texas (the “County”). The Appraisal District is governed by a board of directors appointed by members of the governing bodies of
various political subdivisions within the County.

Property within the District is assessed as of January 1 of each year, taxes become due October 1 of the same year and become
delinquent on February 1 of the following year.

The District does not tax personal property not used in the production of income, such as personal automobiles.

The District does not collect an additional 20% penalty to defray attorney costs in the collection of delinquent taxes over and above
the penalty automatically assessed under the Tax Code.

The District’s taxes are collected by the Gregg County Tax Assessor-Collector.
The District does not allow split payments but does give discounts for early payment of taxes.
The District does not participate in a tax increment financing zone and has not granted any tax abatements.

The District does grant a portion of the additional local option exemption of up to 20% of the market value of residence homesteads.
The District does grant the local over-65 exemption.

The District has taken action to tax “goods-in-transit”.
The District has not granted the freeport exemption.

EMPLOYEE BENEFIT PLANS AND OTHER POST-EMPLOYMENT BENEFITS

The District's employees participate in a retirement plan (the “Plan”) with the State of Texas. The Plan is administered by the
Teacher Retirement System of Texas (“TRS”). State contributions are made to cover costs of the TRS retirement plan up to
certain statutory limits. The District is obligated for a portion of TRS costs relating to employee salaries that exceed the statutory
limit. Aside from the District's contribution to TRS, the District has no pension fund expenditures or liabilities. For fiscal year
ended August 31, 2019, the District made a contribution to TRS on a portion of their employee’s salaries that exceeded the
statutory minimum. The District generally does not offer any post-employment retirement benefits and has no liabilities for “Other
Post Employment Retirement Benefits” as defined in GASB Statement No. 45. For a discussion of the TRS retirement plan, see
“Other Information — Note K — Defined Benefit Pension Plan” and “Other Information — Note M — School District Retiree Health
Plan (TRS)” in the audited financial statements of the District that are attached hereto as Appendix D (the “Financial
Statements”).

During the year ended August 31, 2019, employees of the District were covered by a fully-insured health insurance plan (the
“Health Care Plan”). The District contributed $250 per month per employee to the Health Care Plan. Employees, at their option,
authorize payroll withholdings to pay premiums for dependents. See “Other Information — Note A.15 — Health Care Coverage” in
the Financial Statements.

As a result of its participation in TRS and TRS-Care, and having no other post-employment benefit plans, the District has no
obligations for other post-employment benefits within the meaning of Governmental Accounting Standards Board Statement 45.

Formal collective bargaining agreements relating directly to wages and other conditions of employment are prohibited by State
law, as are strikes by teachers. There are various local, state and national organized employee groups who engage in efforts to
better terms and conditions of employment of school employees. Some districts have adopted a policy to consult with employer
groups with respect to certain terms and conditions of employment. Some examples of these groups are the Texas State
Teachers Association, the Texas Classroom Teachers Association, the Association of Texas Professional Educators and the
National Education Association.

RATING

The Bonds are rated “AAA” by S&P Global Ratings (“S&P”) based upon the guaranteed repayment thereof under the Permanent
School Fund Guarantee Program of the Texas Education Agency. The District's current unenhanced, underlying rating,
including the Bonds, is “A+” by S&P. (See “THE PERMANENT SCHOOL FUND GUARANTEE PROGRAM- Ratings of Bonds
Guaranteed Under the Guarantee Program” herein).

An explanation of the significance of such rating may be obtained from S&P. The rating of the Bonds by S&P reflects only the
views of said company at the time the rating is given, and the District makes no representations as to the appropriateness of the
rating. There is no assurance that the rating will continue for any given period of time, or that the rating will not be revised
downward or withdrawn entirely by S&P, if, in the judgment of S&P, circumstances so warrant. Any such downward revision or
withdrawal of the ratings, or either of them, may have an adverse effect on the market price or marketability of the Bonds.

LEGAL MATTERS

The delivery of the Bonds is subject to approval of the Attorney General of Texas to the effect that the Bonds are valid and legally
binding obligations of the District payable from the proceeds of an annual ad valorem tax levied, without legal limit as to rate or
amount, upon all taxable property in the District, and the approving legal opinion of Norton Rose Fulbright US LLP, Dallas, Bond
Counsel to the District ("Bond Counsel"), to the effect that the interest on the Bonds will be excludable from gross income for
federal income tax purposes under section 103(a) of the Internal Revenue Code, subject to the matters described under "TAX
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MATTERS" herein. The form of Bond Counsel’s opinion is attached hereto as Appendix C. The legal fee to be paid to Bond
Counsel for services rendered in connection with the issuance of the Bonds is contingent upon the sale and delivery of the
Bonds.

Though it represents the Financial Advisor from time to time in matters unrelated to the issuance of the Bonds, Bond Counsel has
been engaged by and only represents the District in connection with the issuance of the Bonds. Except as noted below, Bond
Counsel was not requested to participate, and did not take part in the preparation of this Official Statement, and such firm has not
assumed any responsibility with respect thereto or undertaken independently to verify any of the information contained herein
except that in its capacity as Bond Counsel, such firm has reviewed the information appearing under the captions or subcaptions
“PLAN OF FINANCING — Refunded Bonds”, “THE BONDS” (except for the information included in the subcaptions “Notice of
Redemption and DTC Notices”, “Permanent School Fund Guarantee”, and “Sources and Uses of Funds”, “Payment Record,” as
to which no opinion is expressed), and “CONTINUING DISCLOSURE OF INFORMATION” (except for the information under the
sub-caption “Compliance With Prior Undertakings,” as to which no opinion is expressed), and Bond Counsel is of the opinion that
the statements and information contained therein fairly and accurately reflect the provisions of the Order; further, Bond Counsel
has reviewed the statements and information contained in this Official Statement under the captions and sub-captions “STATE
AND LOCAL FUNDING OF SCHOOL DISTRICTS IN TEXAS,” “CURRENT PUBLIC SCHOOL FINANCE SYSTEM”, “TAX RATE
LIMITATIONS” (first paragraph only), “LEGAL MATTERS”, “TAX MATTERS,” “LEGAL INVESTMENTS AND ELIGIBILITY TO
SECURE PUBLIC FUNDS IN TEXAS,” and “REGISTRATION AND QUALIFICATION OF BONDS FOR SALE,” and Bond
Counsel is of the opinion that the statements and information contained therein are correct as to matters of law.

The various legal opinions to be delivered concurrently with the delivery of the Bonds express the professional judgment of the
attorneys rendering the opinions as to the legal issues explicitly addressed therein. In rendering a legal opinion, the attorney
does not become an insurer or guarantor of the 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.

TAX MATTERS

Tax Exemption

The delivery of the Bonds is subject to the opinion of Bond Counsel to the effect that interest on the Bonds for federal income
tax purposes (1) is excludable from the gross income, as defined in section 61 of the Internal Revenue Code of 1986, as
amended to the date hereof (the “Code”), of the owners thereof pursuant to section 103 of the Code and existing regulations,
published rulings, and court decisions, and (2) will not be included in computing the alternative minimum taxable income of the
owners thereof. The statute, regulations, rulings, and court decisions on which such opinion is based are subject to change. A
form of Bond Counsel’s legal opinion appears in Appendix C hereto.

In rendering the foregoing opinions, Bond Counsel will rely upon the representations and certifications of the District made in
certificates pertaining to the use, expenditure, and investment of the proceeds of the Bonds and will assume continuing
compliance by the District with the provisions of the Order subsequent to the issuance of the Bonds. The Order contains
covenants by the District with respect to, among other matters, the use of the proceeds of the Bonds and the facilities financed
or refinanced therewith by persons other than state or local governmental units, the manner in which the proceeds of the Bonds
are to be invested, the periodic calculation and payment to the United States Treasury of arbitrage “profits” from the investment
of the proceeds, and the reporting of certain information to the United States Treasury. Failure to comply with any of these
covenants may cause interest on the Bonds to be includable in the gross income of the owners thereof from the date of the
issuance of the Bonds.

Bond Counsel’'s opinion is not a guarantee of a result, but represents its legal judgment based upon its review of existing
statutes, regulations, published rulings and court decisions and the representations and covenants of the District described
above. No ruling has been sought from the Internal Revenue Service (the “IRS”) with respect to the matters addressed in the
opinion of Bond Counsel, and Bond Counsel’s opinion is not binding on the IRS. The IRS has an ongoing program of auditing
the tax-exempt status of the interest on tax-exempt obligations. If an audit of the Bonds is commenced, under current
procedures the IRS is likely to treat the District as the “taxpayer,” and the owners of the Bonds would have no right to participate
in the audit process. In responding to or defending an audit of the tax-exempt status of the interest on the Bonds, the District
may have different or conflicting interests from the owners of the Bonds. Public awareness of any audit of the Bonds could
adversely affect the value and liquidity of the Bonds during the pendency of the audit, regardless of its ultimate outcome.

Except as described above, Bond Counsel expresses no other opinion with respect to any other federal, state or local tax
consequences under present law, or proposed legislation, resulting from the receipt or accrual of interest on, or the acquisition or
disposition of, the Bonds.

Tax Changes

Existing law may change to reduce or eliminate the benefit to bondholders of the exclusion of interest on the Bonds from gross
income for federal income tax purposes. Any proposed legislation or administrative action, whether or not taken, could also affect
the value and marketability of the Bonds. Prospective purchasers of the Bonds should consult with their own tax advisors with
respect to any proposed or future changes in tax law.

Ancillary Tax Changes

Prospective purchasers of the Bonds should be aware that the ownership of tax-exempt obligations such as the Bonds may result
in collateral federal tax consequences to, among others, financial institutions (see “Qualified Tax-Exempt Obligations” herein), life
insurance companies, property and casualty insurance companies, certain foreign corporations doing business in the United
States, S corporations with subchapter C earnings and profits, individual recipients of Social Security or Railroad Retirement
benefits, individuals otherwise qualifying for the earned income tax credit, owners of an interest in a financial asset securitization
investment trust (a “FASIT”), and taxpayers who may be deemed to have incurred or continued indebtedness to purchase or
carry, or who have paid or incurred certain expenses allocable to, tax-exempt obligations. Prospective purchasers should consult
their own tax advisors as to the applicability of these consequences to their particular circumstances.

Tax Accounting Treatment of Discount Bonds

The initial public offering price of certain Bonds (the "Discount Bonds") may be less than the amount payable on such Bonds at
maturity. An amount equal to the difference between the initial public offering price of a Discount Bond (assuming that a
substantial amount of the Discount Bonds of that maturity are sold to the public at such price) and the amount payable at maturity
constitutes original issue discount to the initial purchaser of such Discount Bond. A portion of such original issue discount
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allocable to the holding period of such Discount Bond by the initial purchaser will, upon the disposition of such Discount Bond
(including by reason of its payment at maturity), be treated as interest excludable from gross income, rather than as taxable gain,
for federal income tax purposes, on the same terms and conditions as those for other interest on the Bonds described above
under "Tax Exemption." Such interest is considered to be accrued actuarially in accordance with the constant interest method
over the life of a Discount Bond, taking into account the semiannual compounding of accrued interest, at the yield to maturity on
such Discount Bond and generally will be allocated to an initial purchaser in a different amount from the amount of the payment
denominated as interest actually received by the initial purchaser during the tax year.

However, such interest may be required to be taken into account in determining the amount of the branch profits tax applicable to
certain foreign corporations doing business in the United States, even though there will not be a corresponding cash payment. In
addition, the accrual of such interest may result in certain other collateral federal income tax consequences to, among others,
financial institutions (see “Qualified Tax-Exempt Obligations” herein), life insurance companies, property and casualty insurance
companies, S corporations with subchapter C earnings and profits, individual recipients of Social Security or Railroad Retirement
benefits, individuals otherwise qualifying for the earned income tax credit, owners of an interest in a FASIT, and taxpayers who
may be deemed to have incurred or continued indebtedness to purchase or carry, or who have paid or incurred certain expenses
allocable to, tax-exempt obligations. Moreover, in the event of the redemption, sale or other taxable disposition of a Discount
Bond by the initial owner prior to maturity, the amount realized by such owner in excess of the basis of such 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
Discount Bond was held) is includable in gross income.

Owners of Discount Bonds should consult with their own tax advisors with respect to the determination of accrued original issue
discount on Discount Bonds for federal income tax purposes and with respect to the state and local tax consequences of owning
and disposing of Discount Bonds. It is possible that, under applicable provisions governing determination of state and local
income taxes, accrued interest on Discount Bonds may be deemed to be received in the year of accrual even though there will
not be a corresponding cash payment.

Tax Accounting Treatment of Premium Bonds

The purchase price of certain Bonds (the “Premium Bonds”) paid by an owner may be greater than the amount payable on such
Bonds at maturity. An amount equal to the excess of a purchaser’s tax basis in a Premium Bond over the amount payable at
maturity constitutes premium to such purchaser. The basis for federal income tax purposes of a Premium Bond in the hands of
such purchaser must be reduced each year by the amortizable bond premium, although no federal income tax deduction is
allowed as a result of such reduction in basis for amortizable bond premium. Such reduction in basis will increase the amount of
any gain (or decrease the amount of any loss) to be recognized for federal income tax purposes upon a sale or other taxable
disposition of a Premium Bond. The amount of premium that is amortizable each year by a purchaser is determined by using
such purchaser’s yield to maturity (or, in some cases with respect to a callable Bond, the yield based on a call date that results
in the lowest yield on the Bond).

Purchasers of the Premium Bonds should consult with their own tax advisors with respect to the determination of amortizable
bond premium on Premium Bonds for federal income tax purposes and with respect to the state and local tax consequences of
owning and disposing of Premium Bonds.

Qualified Tax-Exempt Obligations

Section 265 of the Code provides, in general, that interest expense to acquire or carry tax-exempt obligations is not deductible
from the gross income of the owner of such obligations. In addition, section 265 of the Code generally disallows 100% of any
deduction for interest expense which is incurred by “financial institutions” described in such section and is allocable, as
computed in such section, to tax-exempt interest on obligations acquired after August 7, 1986. Section 265(b) of the Code
provides an exemption to this interest disallowance rule for financial institutions stating that such disallowance does not apply to
interest expense allocable to certain tax-exempt obligations (other than private activity bonds that are not qualified 501(c)(3)
bonds) which are properly designated by an issuer as “qualified tax-exempt obligations.” An issuer may designate obligations as
“qualified tax-exempt obligations” only if the amount of the issue of which they are a part, when added to the amount of certain
other tax-exempt obligations (other than private activity bonds that are not qualified 501(c)(3) obligations other than certain
current refunding bonds) issued or reasonably anticipated to be issued by the issuer and certain related entities during the same
calendar year, does not exceed $10,000,000.

The District will designate the Bonds as “qualified tax-exempt obligations” and will certify its expectation that the above
described $10,000,000 ceiling will not be exceeded. Accordingly, it is anticipated that financial institutions which purchase the
Bonds will not be subject to the 100% disallowance of interest expense allocable to interest on the Bonds under section 265(b)
of the Code. However, the deduction for interest expense incurred by a financial institution which is allocable to the interest on
the Bonds will be reduced by 20% pursuant to section 291 of the Code.

INVESTMENT POLICIES
Investments

The District invests its investable funds in investments authorized by State law and in accordance with investment policies
approved and reviewed annually by the Board of the District. Both State law and the District’s investment policies are subject to
change.

Legal Investments

Under State law and subject to certain limitations, the District is authorized to invest in (1) obligations of the United States or its
agencies and instrumentalities; (2) direct obligations of the State of Texas or its agencies and instrumentalities; (3) collateralized
mortgage obligations issued and secured by a federal agency or instrumentality of the United States; (4) other obligations
unconditionally guaranteed or insured by the State of Texas or the United States or their respective agencies and
instrumentalities; (5) “A” or better rated obligations of states, agencies, counties, cities, and other political subdivisions of any
state; (6) bonds issued, assumed, or guaranteed by the State of Israel; (7) federally insured interest-bearing bank deposits,
brokered pools of such deposits, and collateralized certificates of deposit and share certificates; (8) fully collateralized United
States government securities repurchase agreements; (9) one-year or shorter securities lending agreements secured by
obligations described in clauses (1) through (7) above or (11) through (14) below or an irrevocable letter of credit issued by an
“A” or better rated state or national bank; (10) 270-day or shorter bankers’ acceptances, if the short-term obligations of the
accepting bank or its holding company are rated at least “A-1”" or “P-1”; (11) commercial paper rated at least “A-1” or “P-1"; (12)
SEC-registered no-load money market mutual funds that are subject to SEC Rule 2a-7; (13) SEC-registered no-load mutual
funds that have an average weighted maturity of less than two years; (14) “AAA” or “AAAm”-rated investment pools that invest
solely in investments described above; and (15) in the case of bond proceeds, guaranteed investment contracts that are
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secured by obligations described in clauses (1) through (7) above and, except for debt service funds and reserves, have a term
of 5 years or less.

The District may not, however, invest in (1) interest only obligations, or non-interest bearing principal obligations, stripped from
mortgage-backed securities; (2) collateralized mortgage obligations that have a remaining term that exceeds 10 years; and (3)
collateralized mortgage obligations that bear interest at an index rate that adjusts opposite to the changes in a market index. In
addition, the District may not invest more than 15% of its monthly average fund balance (excluding bond proceeds and debt
service funds and reserves) in mutual funds described in clause (13) above or make an investment in any mutual fund that
exceeds 10% of the fund’s total assets.

Except as stated above or inconsistent with its investment policy, the District may invest in obligations of any duration without
regard to their credit rating, if any. If an obligation ceases to qualify as an eligible investment after it has been purchased, the
District is not required to liquidate the investment unless it no longer carries a required rating, in which case the District is
required to take prudent measures to liquidate the investment that are consistent with its investment policy.

Investment Policies

Under State law, the District is required to adopt and annually review written investment policies and must invest its funds in
accordance with its policies. The policies must identify eligible investments and address investment diversification, yield,
maturity, and the quality and capability of investment management. For investments whose eligibility is rating dependent, the
policies must adopt procedures to monitor ratings and liquidate investments if and when required. The policies must require that
all investment transactions settle on a delivery versus payment basis. The District is required to adopt a written investment
strategy for each fund group to achieve investment objectives in the following order of priority: (1) suitability, (2) preservation and
safety of principal, (3) liquidity, (4) marketability, (5) diversification, and (6) yield.

State law requires the District’s investments 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.” The District is required to perform
an annual audit of the management controls on investments and compliance with its investment policies and provide regular
training for its investment officers.

Current Investments

As of July 31, 2020, the District has approximately $8,471,009 (unaudited) invested in LOGIC (a government investment pool
that generally has characteristics of a money-market mutual fund) and $4,549,932 (unaudited) invested at a local bank. The
market value of such investments (as determined by the District by reference to published quotations, dealer bids, and
comparable information) is approximately 100% of the book value. No funds of the District are invested in derivative securities,
i.e., securities whose rate of return is determined by reference to some other instrument, index, or commodity.

REGISTRATION AND QUALIFICATION OF BONDS FOR SALE

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

FINANCIAL ADVISOR

SAMCO Capital Markets, Inc. is employed as Financial Advisor to the District to assist in the issuance of the Bonds. In this
capacity, the Financial Advisor has compiled certain data relating to the Bonds that is contained in 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 District 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 fee
of the Financial Advisor for services with respect to the Bonds is contingent upon the issuance and sale of the Bonds. In the normal
course of business, the Financial Advisor may from time to time sell investment securities to the District for the investment of bond
proceeds or other funds of the District upon the request of the District.

The Financial Advisor has provided the following sentence for inclusion in this Official Statement. The Financial Advisor has
reviewed the information in this Official Statement in accordance with, and as part of, its responsibilities to the District and, as
applicable, to investors under the federal securities laws as applied to the facts and circumstances of this transaction, but the
Financial Advisor does not guarantee the accuracy or completeness of such information.

LEGAL INVESTMENTS AND ELIGIBILITY TO SECURE PUBLIC FUNDS IN TEXAS

Section 1201.041 of the Public Securities Procedures Act (Chapter 1201, Texas Government Code) provides that the Bonds are
negotiable instruments governed by Chapter 8, Texas Business and Commerce Code, and are legal and 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 Public Funds Investment Act, Chapter 2256, Texas Government Code, 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 “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 at least $1 million of capital, 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 market value.

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

32



CONTINUING DISCLOSURE OF INFORMATION

In the Order, the District has made the following agreement for the benefit of the holders and Beneficial Owners of the Bonds. The
District is required to observe the agreement for so long as it remains obligated to advance funds to pay the Bonds. Under the
agreement, the District will be obligated to provide certain updated financial information and operating data annually, and timely
notice of specified events, to the Municipal Securities Rulemaking Board (“MSRB”). For a description of the continuing disclosure
obligations of the TEA, see “THE PERMANENT SCHOOL FUND GUARANTEE PROGRAM.” The information provided to the
MSRB will be available to the public free of charge via the MSRB’s Electronic Municipal Market Access System at
www.emma.msrb.org.

Annual Reports

The District will provide certain updated financial information and operating data annually to the MSRB. The information to be
updated includes financial information and operating data with respect to the District of the general type included in this Official
Statement in Appendix A (such information being the “Annual Operating Report”). The District will additionally provide financial
statements of the District (the “Financial Statements”), that will be (i) prepared in accordance with the accounting principles
described in Appendix D or such other accounting principles as the District may be required to employ from time to time pursuant to
State law or regulation and shall be in substantially the form included in Appendix D and (ii) audited, if the District commissions an
audit of such Financial Statements and the audit is completed within the period during which they must be provided. The District will
update and provide the Annual Operating Report within six months after the end of each fiscal year and the Financial Statements
within 12 months of the end of each fiscal year, in each case beginning with the fiscal year ending in and after 2020. The District
may provide the Financial Statements earlier, including at the time it provides its Annual Operating Report, but if the audit of such
Financial Statements is not complete within 12 months after any such fiscal year end, then the District shall file unaudited Financial
Statements within such 12-month period and audited Financial Statements for the applicable fiscal year, when and if the audit
report on such Financial Statements becomes available.

The District may provide updated information in full text or may incorporate by reference certain other publicly available documents,
as permitted by SEC Rule 15¢2-12 (the “Rule”).

The District's current fiscal year end is August 31. Accordingly, the Annual Operating Report must be provided by the last day of
February in each year unless the District changes its fiscal year. If the District changes its fiscal year, it will notify the MSRB of
the change.

Notice of Certain Events

The District will also provide notice of any of the following events with respect to the Bonds to the MSRB in a timely manner (but
not in excess of ten business days after the occurrence of the event): (1) principal and interest payment delinquencies; (2) non-
payment related defaults, if material; (3) unscheduled draws on debt service reserves reflecting financial difficulties; (4)
unscheduled draws on credit enhancements reflecting financial difficulties; (5) substitution of credit or liquidity providers, or their
failure to perform; (6) adverse tax opinions, the issuance by the Internal Revenue Service of proposed or final determinations of
taxability, Notices of Proposed Issue (IRS Form 5701-TEB), or other material notices or determinations with respect to the tax
status of the Bonds, or other material events affecting the tax status of the Bonds; (7) modifications to rights of holders of the
Bonds, if material; (8) Bond calls, if material, and tender offers; (9) defeasances; (10) release, substitution, or sale of property
securing repayment of the Bonds, if material; (11) rating changes; (12) bankruptcy, insolvency, receivership, or similar event of
the District, which shall occur as described below; (13) the consummation of a merger, consolidation, or acquisition involving the
District or the sale of all or substantially all of its assets, other than in the ordinary course of business, the entry into 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 a trustee, if
material; (15) incurrence of a Financial Obligation of the District, if material, or agreement to covenants, events of default,
remedies, priority rights, or other similar terms of a Financial Obligation of the District, any of which affect security holders, if
material; and (16) default, event of acceleration, termination event, modification of terms, or other similar events under the terms
of a Financial Obligation of the District, any of which reflect financial difficulties. In addition, the District will provide timely notice
of any failure by the District to provide annual financial information in accordance with their agreement described above under
“Annual Reports”. The District will provide each notice described in this paragraph to the MSRB. In the Order, the District
adopted policies and procedures to ensure timely compliance with its continuing disclosure undertakings. Neither the Bonds nor
the Order make any provision for debt service reserves, credit enhancement (except for the Permanent School Fund
guarantee), or liquidity enhancement.

For these purposes, (a) any event described in clause (12) of in the immediately preceding paragraph is considered to occur
when any of the following occur: the appointment of a receiver, fiscal agent, or similar officer for the District in a proceeding
under the United States Bankruptcy Code or in any other proceeding under state or federal law in which a court or governmental
authority has assumed jurisdiction over substantially all of the assets or business of the District, or if such jurisdiction has been
assumed by leaving the existing governing body and officials or officers in possession but subject to the supervision and orders
of a court or governmental authority, or the entry of an order confirming a plan of reorganization, arrangement, or liquidation by a
court or governmental authority having supervision or jurisdiction over substantially all of the assets or business of the District,
and (6) the District intends the words used in the immediately preceeding clauses (15) and (16) and in the definition of Financial
Obligation above to have the meaning as ascribed to them in SEC Release No. 34-83885 dated August 20, 2018.

Availability of Information

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

Limitations and Amendments

The District has agreed to update information and to provide notices of certain events only as described above. The District has not
agreed to provide other information that may be relevant or material to a complete presentation of its financial results of operations,
condition, or prospects or agreed to update any information that has been provided except as described above. The District makes
no representation or warranty concerning such information or concerning its usefulness to a decision to invest in or sell Bonds at
any future date. The District disclaims any contractual or tort liability for damages resulting in whole or in part from any breach of its
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continuing disclosure agreement or from any statement made pursuant to its agreement, although holders of Bonds may seek a writ
of mandamus to compel the District to comply with its agreement.

The District may amend its continuing disclosure agreement to adapt to changed circumstances that arise from a change in legal
requirements, a change in law, or a change in the identity, nature, status, or type of operations of the District, if, but only if, (1) the
agreement, as so amended, would have permitted Underwriters to purchase or sell Bonds in the initial primary offering in
compliance with the Rule, taking into account any amendments or interpretations of the Rule to the date of such amendment, as
well as such changed circumstances, and (2) either (a) the holders of a majority in aggregate principal amount of the outstanding
Bonds consent to the amendment or (b) any qualified person unaffiliated with the District (such as nationally recognized bond
counsel) determines that the amendment will not materially impair the interests of the holders and beneficial owners of the Bonds. If
the District amends its agreement, it has agreed to include with the financial information and operating data next provided, in
accordance with its agreement 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 operating data so provided.

Compliance with Prior Undertakings

During the past five years, the District has complied in all material respects with all continuing disclosure agreements made by it
in accordance with the Rule.

LITIGATION

In the opinion of District officials, except as may be described in this Official Statement, the District is not a party to any litigation
or other proceeding pending or to their knowledge threatened, in any court, agency or other administrative body (either state or
federal) which, if decided adversely to the District, would have a material adverse effect on the financial condition of the District.

At the time of the initial delivery of the Bonds, the District will provide the Purchaser with a certificate to the effect that no
litigation of any nature has been filed or is then pending challenging the issuance of the Bonds or that affects the payment and
security of the Bonds or in any other manner questioning the issuance, sale or delivery of the Bonds.

FORWARD-LOOKING STATEMENTS

The statements contained in this Official Statement, and in any other information provided by the District, that are not purely
historical, are forward-looking statements, including statements regarding the District'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 District on the date hereof, and the
District assumes no obligation to update any such forward-looking statements. It is important to note that the District's actual
results could differ materially from those in such forward-looking statements.

The forward-looking statements 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 District. Any of such assumptions could be inaccurate and, therefore, there can be no assurance
that the forward-looking statements included in this Official Statement would prove to be accurate.

WINNING BIDDER

After requesting competitive bids for the Bonds, the District accepted the bid of (the “Purchaser” or the “Initial
Purchaser”) to purchase the Bonds at the interest rates shown on page ii of this Official Statement at a price of par, plus a [net]
reoffering premium of $ , plus accrued interest on the Bonds from their Dated Date to their date of initial delivery.
The District can give no assurance that any trading market will be developed for the Bonds after their sale by the District to the
Purchaser. The District has no control over the price at which the Bonds are subsequently sold and the initial yield at which the
Bonds will be priced and reoffered will be established by and will be the responsibility of the Purchaser.

CERTIFICATION OF THE OFFICIAL STATEMENT

At the time of payment for and delivery of the Initial Bonds, the Purchaser will be furnished a certificate, executed by proper
officials of the District, acting in their official capacities, to the effect that to the best of their knowledge and belief: (a) the
descriptions and statements of or pertaining to the District contained in its Official Statement, and any addenda, supplement or
amendment thereto, for the Bonds, on the date of such Official Statement, on the date of sale of said Bonds and the acceptance
of the best bid therefor, and on the date of the delivery, were and are true and correct in all material respects; (b) insofar as the
District and its affairs, including its financial affairs, are concerned, such Official Statement did not and does not contain an
untrue statement of a material fact or omit to state a material fact required to be stated therein or necessary to make the
statements therein, in the light of the circumstances under which they were made, not misleading; (c) insofar as the descriptions
and statements including financial data, of or pertaining to entities, other than the District, and their activities contained in such
Official Statement are concerned, such statements and data have been obtained from sources which the District believes to be
reliable and the District has no reason to believe that they are untrue in any material respect; and (d) there has been no material
adverse change in the financial condition of the District, since August 31, 2019, the date of the last financial statements of the
District appearing in the Official Statement.

CONCLUDING STATEMENT

No person has been authorized to give any information or to make any representations other than those contained in this Official
Statement, and if given or made, such other information or representations must not be relied upon as having been authorized
by the District. This Official Statement does not constitute an offer to sell or solicitation of an offer to buy in any state in which
such offer or solicitation is not authorized or in which the person making such offer or solicitation is not qualified to do so or to
any person to whom it is unlawful to make such offer of solicitation.

The information set forth herein has been obtained from the District's records, audited financial statements and other sources
which the District considers to be reliable. There is no guarantee that any of the assumptions or estimates contained herein will
ever be realized. All of the summaries of the statutes, documents and the Order contained in this Official Statement are made
subject to all of the provisions of such statutes, documents, and the Order. These summaries do not purport to be complete
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statements of such provisions and reference is made to such summarized documents for further information. Reference is
made to official documents in all respects.

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 purposes of, and as that term is defined in, SEC Rule
15c2-12.

In the Order, the Board delegated to certain District officials the authority to approve the form and content of this Official
Statement and any addenda, supplement or amendment thereto, and the Board authorized its further use in the re-offering of
the Bonds by the Purchaser.

Pricing Officer
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APPENDIX A

FINANCIAL INFORMATION OF THE DISTRICT



SPRING HILL INDEPENDENT SCHOOL DISTRICT

Financial Information

ASSESSED VALUATION

2020/21 Total Valuation

Less Exemptions & Deductions

@.
State Homestead Exemption

State Over-65 Exemption

Disabled Exemption

Local Over-65 Exemption

Local Optional Homestead Exemption
Veterans Exemption

Surviving Spouse 100% Disabled Veteran
Productivity Loss

Homestead Cap Loss

$ 49,900,652
6,299,518
4,156,171
2,437,105

67,232,785
446,500
206,450

4,592,559
1,154,937

$ 672,022,459

$ 136,426,677
2020/21 Net Taxable ValUALION ...........iiiiiiitiiiiii e e s e $ 535,595,782

(1) Source: Certified Values from Gregg County Appraisal District as of August 2020. The passage of a Texas Constitutional Amendment on November 3, 2015 increased the
homestead exemption from $15,000 to $25,000. See "AD VALOREM TAX PROCEDURES -- Residential homestead Exemptions” in the Official Statement.
(2) Excludes the values on which property taxes are frozen for persons 65 years of age or older and disabled taxpayers, which totaled $15,534,610 in 2019/20.

VOTED GENERAL OBLIGATION DEBT

Unlimited Tax Bonds Outstanding ® $ 38,011,000

Less: The Refunded Bonds @ (4,025,000)

Plus: The Bonds @ 4,025,000

Total Unlimited Tax Bonds @ @ 38,011,000

Less: Interest & Sinking Fund Balance (As of August 31, 2020) @ (1,780,826)

Net General Obligation Debt $ 36,230,174
Ratio of Net G.O. Debt to Net Taxable Valuation 6.76%
2020 Population Estimate © 9,629
Per Capita Net Taxable Valuation $55,623
Per Capita Net G.O. Debt $3,763

(1) Excludes interest accreted on outstanding capital appreciation bonds.

(2) Preliminary, subject to change.

(3) Source: Unauditied figure from Spring Hill ISD.

(4) The ratio of Net Obligations to Net Taxable Valuation above does not take into account funding assistance for voted bond debt service received from the State of Texas. The
District expects to receive state funding assistance for voted bond debt service equal to approximately 20% of its debt service requirements for its unlimited tax debt service for the
2019/20 fiscal year. See "CURRENT PUBLIC SCHOOL FINANCE SYSTEM" in the Official Statement and "DEBT SERVICE REQUIREMENTS" in this appendix and see "Audited
Financial Report Fiscal Year Ended August 31, 2019" in Appendix D for more information relative to the District's outstanding obligations.

(5) Source: Municipal Advisory Council of Texas.

PROPERTY TAX RATES AND COLLECTIONS

Net
Taxable % Collections

Fiscal Year Valuation Tax Rate Current ® Total ©
2006/07 $ 328,791,008 @  $1.5150 @ 98.00% 99.66%
2007/08 357,106,690 1.1850 © 98.16% 100.69%
2008/09 394,894,092 ™ 1.5400 98.04% 99.80%
2009/10 414,269,404 ® 1.5400 98.09% 99.47%
2010/11 419,149,616 ™ 1.5400 98.87% 101.14%
2011/12 435,474,067 @ 1.5400 99.11% 100.28%
2012/13 458,780,295 ™ 1.6700 98.72% 99.54%
2013/14 471,618,030 @ 1.6700 99.07% 100.38%
2014/15 485,896,384 M 1.6700 99.13% 100.09%
2015/16 476,685,156 V@ 1.6700 98.75% 99.37%
2016/17 477,272,885 V@ 16700 98.94% 100.05%
2017/18 494,641,301 Y@ 16700 98.87% 99.57%
2018/19 501,403,903 @ 1.6700 98.72% 99.86%
2019/20 514,412,799 @ 15683 97.50% @ 97.50% @
2020/21 535,595,782 @® 15532

(1) Source: Comptroller of Public Accounts - Property Tax Division.

(2) The passage of a Texas Constitutional Amendment on November 3, 2015 increased the homestead exemption from $15,000 to $25,000.

(3) Source: Certified Values from Gregg County Appraisal District as of August 2020.

(4) Source: Spring Hill ISD Audited Financial Statements.

(5) Excludes penalties and interest.

(6) The declines in the District's Maintenance & Operation Tax for the 2006/07 and 2007/08 fiscal years are a function of House Bill 1 adopted by the Texas Legislature in May
2006. See "STATE AND LOCAL FUNDING OF SCHOOL DISTRICTS IN TEXAS" and "CURRENT PUBLIC SCHOOL FINANCE SYSTEM" in the Official Statement.

(7) The decline in the District's Maintenance & Operation Tax from the 2018/19 fiscal year to the 2019/20 fiscal year is a function of House Bill 3 adopted by the Texas Legislature
in June 2019. See "STATE AND LOCAL FUNDING OF SCHOOL DISTRICTS IN TEXAS" and "CURRENT PUBLIC SCHOOL FINANCE SYSTEM" in Official Statement.

(8) Source: Spring HIIl ISD estimate.
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TAX RATE DISTRIBUTION @

2016/17 2017/18 2018/19 2019/20 @ 2020/21

Maintenance & Operations $1.1700 $1.1700 $1.1700 $1.0683 $1.0532
Debt Service $0.5000 $0.5000 $0.5000 $0.5000 $0.5000
Total Tax Rate $1.6700 $1.6700 $1.6700 $1.5683 $1.5532

(1) On September 15, 2012, the District successfully held a tax ratification election. The voters of the District approved a maintenance and operations tax not to exceed $1.17.
(2) The decline in the District's Maintenance & Operations Tax from the 2018/19 fiscal year to the 2019/20 fiscal year is a function of House Bill 3 adopted by the Texas Legislature
in June 2019.

VALUATION AND FUNDED DEBT HISTORY

Fiscal Net Bond Debt Ratio
Year Taxable Valuation Outstanding ) Debt to A.V. @

2006/07 $ 328,791,008 $ 8,785,183 2.67%
2007/08 357,106,690 37,480,000 10.50%
2008/09 394,894,092 41,075,000 10.40%
2009/10 414,269,404 40,170,000 9.70%
2010/11 419,149,616 41,880,000 9.99%
2011/12 435,474,067 41,130,000 9.44%
2012/13 458,780,295 40,285,000 8.78%
2013/14 471,618,030 39,435,000 8.36%
2014/15 485,896,384 39,575,000 8.14%
2015/16 476,685,156 38,585,000 8.09%
2016/17 477,272,885 40,881,000 8.57%
2017/18 494,641,301 41,131,000 8.32%
2018/19 501,403,903 39,557,000 7.89%
2019/20 514,412,799 38,011,000 7.39%
2020/21 535,595,782 @ 36,392,000 @ 6.79%

(1) Atfiscal year end. Excludes interest accreted on outstanding capital appreciation bonds.

(2) See "CURRENT PUBLIC SCHOOL FINANCE SYSTEM" in the Official Statement, "DEBT SERVICE REQUIREMENTS" in this Appendix and see the "Audited Financial Report
Fiscal Year Ended August 31, 2019" in Appendix D for more information.

(3) Source: Certified Values from the Gregg County Appraisal District as of August 2020.

(4) Includes the Bonds and excludes the Refunded Bonds. Preliminary, subject to change.

ESTIMATED OVERLAPPING DEBT STATEMENT

Percent Amount

Taxing Body Amount Overlapping Overlapping
Gregg County $ - 539% $ -
City of Longview 101,360,000 8.22% 8,331,792
Total Overlapping Debt ) $ 8,331,792
Spring Hill Independent School District @ © 36,230,174
Total Direct & Overlapping Debt $ 44,561,966
Ratio of Net Direct & Overlapping Debt to Net Taxable Valuation 8.32%
Per Capita Direct & Overlapping Debt $4,628

(1) Equals gross debt less self-supporting debt.
(2) Includes the Bonds and excludes the Refunded Bonds. Excludes interest accreted on outstanding capital appreciation bonds.
(3) Preliminary, subject to change.

Source: Municipal Advisory Council of Texas. The District has not independently verified the accuracy or completeness of such information (except for the amounts relating to the
District), and no person should rely upon such information as being accurate or complete.
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PRINCIPAL TAXPAYERS

2020/21 Top Ten Taxpayers

% of Net
Name of Taxpayer Type of Business Taxable Value Valuation
Wal-Mart Real Estate Business Real Estate $ 6,115,650 1.14%
AEP Southwestern Electric Power Co. Electric Utility 4,030,350 0.75%
F&H Rental Properties LP Real Estate 3,754,180 0.70%
Spring Hill State Bank Bank 2,836,780 0.53%
Dallas Production Inc. Oil & Gas 2,765,914 0.52%
Panther Place Apartment Homes LLC Apartments 2,326,430 0.43%
Roseland Sticks & Bricks LLC Commercial 2,020,160 0.38%
Brookshire Grocery Co. #45 Grocery 1,802,390 0.34%
3354 Gilmer Rd Ltd. Commercial 1,702,740 0.32%
Breitburn Operating LP Energy 1,457,856 0.27%
$ 28,812,450 5.38%

2019/20 Top Ten Taxpayers
% of Net
Name of Taxpayer Type of Business Taxable Value Valuation
Wal-Mart Real Estate Business Real Estate $ 6,123,270 1.19%
AEP Southwestern Electric Power Co. Electric Utility 3,811,180 0.74%
F&H Rental Properties LP Real Estate 3,393,430 0.66%
Spring Hill State Bank Bank 2,778,220 0.54%
Breitburn Operating LP Energy 2,767,641 0.54%
Dallas Production Inc. Oil & Gas 2,431,790 0.47%
Roseland Sticks & Bricks LLC Commercial 2,053,910 0.40%
Brookshire Grocery Co. #45 Grocery 1,967,500 0.38%
Pine Villa Properties LLC Apartments 1,918,840 0.37%
Panther Place Apartment Homes LLC Apartments 1,875,400 0.36%
$ 29,121,181 5.66%

2018/19 Top Ten Taxpayers
% of Net
Name of Taxpayer Type of Business Taxable Value Valuation
Wal-Mart Real Estate Business Real Estate $ 6,385,640 1.27%
AEP Southwestern Electric Power Co. Electric Utility 4,364,360 0.87%
F&H Rental Properties LP Real Estate 2,935,790 0.59%
Spring Hill State Bank Bank 2,828,350 0.56%
Traylor Properties LLC Real Estate 2,323,336 0.46%
Breitburn Operating LP Energy 2,311,729 0.46%
Brookshire Grocery Co. #45 Grocery 2,179,520 0.43%
Pine Villa Properties LLC Apartments 2,141,720 0.43%
Roseland Sticks & Bricks LLC Commercial 2,090,100 0.42%
Panther Place Apartment Homes LLC Apartments 1,875,400 0.37%
$ 29,435,945 5.87%

(1) Source: Gregg County Appraisal District.



CLASSIFICATION OF ASSESSED VALUATION BY USE CATEGORY

% of

Category 2020/21 @ Total 2019/20 @
Real, Residential, Single-Family $ 530,849,845 78.99% $ 511,647,123
Real, Residential, Multi-Family 30,437,760 4.53% 28,945,680
Real, Vacant Lots/Tracts 5,106,784 0.76% 3,429,306
Real, Acreage 5,079,256 0.76% 5,553,551
Real, Farm & Ranch Improvements 34,368,349 5.11% 26,503,732
Real, Commercial & Industrial 24,332,950 3.62% 23,927,460
Oil & Gas 12,602,470 1.88% 15,856,660
Utilities 8,033,560 1.20% 8,024,020
Tangible Personal, Commercial & Industrial 14,548,730 2.16% 14,481,269
Tangible Personal, Mobile Homes & Other 1,516,840 0.23% 1,416,650
Tangible Personal, Residential Inventory 5,021,045 0.75% 6,976,226
Tangible Personal, Special Inventory 124,870 0.02% 6,250
Total Appraised Value $ 672,022,459 100.00% $ 646,767,927
Less:

Homestead Cap Adjustment $ 1,154,937 $ 255,957

Productivity Loss 4,592,559 5,172,354

Exemptions © 130,679,181 126,926,817

Total Exemptions/Deductions @ $ 136,426,677 $ 132,355,128
Net Taxable Assessed Valuation $ 535,595,782 $ 514,412,799

% of

Category 2017/18 @ Total 2016/17 @
Real, Residential, Single-Family $ 495,729,758 79.30% $ 486,245,737
Real, Residential, Multi-Family 26,943,160 4.31% 27,207,620
Real, Vacant Lots/Tracts 3,183,763 0.51% 3,238,544
Real, Acreage 6,662,747 1.07% 6,288,798
Real, Farm & Ranch Improvements 25,530,976 4.08% 25,121,884
Real, Commercial & Industrial 22,036,537 3.53% 21,583,037
Oil & Gas 10,180,891 1.63% 5,238,730
Utilities 8,724,890 1.40% 8,203,360
Tangible Personal, Commercial & Industrial 15,249,313 2.44% 15,349,143
Tangible Personal, Mobile Homes & Other 1,386,250 0.22% 1,457,890
Tangible Personal, Residential Inventory 9,485,626 1.52% 5,200,406
Tangible Personal, Special Inventory 17,490 0.00% 28,350
Total Appraised Value $ 625,131,401  100.00% $ 605,163,499
Less:

Homestead Cap Adjustment $ 572,561 $ 513,228

Productivity Loss 6,268,221 5,979,545

Exemptions © 123649318 _ 121,397,841

Total Exemptions/Deductions $ 130,490,100 $ 127,890,614
Net Taxable Assessed Valuation $ 494,641,301 $ 477,272,885

(1) Source: Comptroller of Public Accounts - Property Tax Division.
(2) Source: Certified Values from Gregg County Appraisal District as of August 2020.

% of
Total

79.11%
4.48%
0.53%
0.86%
4.10%
3.70%
2.45%
1.24%
2.24%
0.22%
1.08%
0.00%

100.00%

% of

Total

80.35%
4.50%
0.54%
1.04%
4.15%
3.57%
0.87%
1.36%
2.54%
0.24%
0.86%
0.00%

100.00%

(3) The passage of a Texas Constitutional Amendment on November 3, 2015 increased the homestead exemption from $15,000 to $25,000.

(4) Excludes values on which property taxes are frozen for persons 65 years of age or older and disabled taxpayers.

A4

2018/19 @

496,996,759
27,444,940
3,341,843
6,142,036
26,176,006
23,488,531
12,664,111
8,753,060
15,190,670
1,282,210
9,051,196

630,531,362

147,462
5,740,865

123,239,132

129,127,459

501,403,903

2015/16 @

476,316,135
26,222,850
3,158,978
6,876,995
24,059,469
21,845,466
12,535,120
8,533,160
14,773,177
1,324,130
6,690,786
28,070

602,364,336

366,149
6,562,383

118,750,648

125,679,180

476,685,156

% of
Total

78.82%
4.35%
0.53%
0.97%
4.15%
3.73%
2.01%
1.39%
2.41%
0.20%
1.44%
0.00%

100.00%

% of

Total

79.07%
4.35%
0.52%
1.14%
3.99%
3.63%
2.08%
1.42%
2.45%
0.22%
1.11%
0.00%

100.00%



PRINCIPAL REPAYMENT SCHEDULE

Less: Plus: Bonds Percent of
Fiscal Year Outstanding Refunded The Unpaid Principal
Ending 8/31 Bonds @ Bonds @ Bonds @ Total @@ At Year End Retired
2021 $ 1,524,000.00 $ - $ 95,000.00 $ 1,619,000.00 36,392,000.00 4.26%
2022 1,644,000.00 725,000.00 795,000.00 1,714,000.00 34,678,000.00 8.77%
2023 1,704,000.00 760,000.00 685,000.00 1,629,000.00 33,049,000.00 13.05%
2024 1,635,000.00 - 45,000.00 1,680,000.00 31,369,000.00 17.47%
2025 1,695,000.00 - 45,000.00 1,740,000.00 29,629,000.00 22.05%
2026 1,755,000.00 - 45,000.00 1,800,000.00 27,829,000.00 26.79%
2027 1,821,000.00 - 50,000.00 1,871,000.00 25,958,000.00 31.71%
2028 1,886,000.00 - 50,000.00 1,936,000.00 24,022,000.00 36.80%
2029 1,946,000.00 - 50,000.00 1,996,000.00 22,026,000.00 42.05%
2030 2,011,000.00 - 50,000.00 2,061,000.00 19,965,000.00 47.48%
2031 2,075,000.00 - 50,000.00 2,125,000.00 17,840,000.00 53.07%
2032 2,140,000.00 - 55,000.00 2,195,000.00 15,645,000.00 58.84%
2033 2,210,000.00 - 55,000.00 2,265,000.00 13,380,000.00 64.80%
2034 2,140,000.00 - 55,000.00 2,195,000.00 11,185,000.00 70.57%
2035 2,210,000.00 - 60,000.00 2,270,000.00 8,915,000.00 76.55%
2036 2,285,000.00 - 55,000.00 2,340,000.00 6,575,000.00 82.70%
2037 2,355,000.00 - 60,000.00 2,415,000.00 4,160,000.00 89.06%
2038 2,435,000.00 - 60,000.00 2,495,000.00 1,665,000.00 95.62%
2039 1,265,000.00 1,265,000.00 825,000.00 825,000.00 840,000.00 97.79%
2040 1,275,000.00 1,275,000.00 840,000.00 840,000.00 - 100.00%
Total $ 38,011,000.00 $ 4,025,000.00 $ 4,025,000.00 $ 38,011,000.00

(1) Excludes the accreted value of outstanding capital appreciation bonds.

(2) Preliminary, subject to change.
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DEBT SERVICE REQUIREMENTS ®

Less: Plus:
Fiscal Year Outstanding Refunded The Bonds @ Combined
Ending 8/31 Debt Service @ Debt Service @ Principal Interest Total Total @®

2021 $ 2,852,725.00 $ 158,675.00 $ 95,000.00 $ 62,555.56 $ 157,555.56 $ 2,851,605.56
2022 2,849,450.00 869,175.00 795,000.00 70,650.00 865,650.00 2,845,925.00
2023 2,849,925.00 874,475.00 685,000.00 55,850.00 740,850.00 2,716,300.00
2024 2,720,962.50 99,275.00 45,000.00 48,550.00 93,550.00 2,715,237.50
2025 2,719,850.00 99,275.00 45,000.00 47,650.00 92,650.00 2,713,225.00
2026 2,716,362.50 99,275.00 45,000.00 46,750.00 91,750.00 2,708,837.50
2027 2,716,900.00 99,275.00 50,000.00 45,800.00 95,800.00 2,713,425.00
2028 2,719,037.50 99,275.00 50,000.00 44,800.00 94,800.00 2,714,562.50
2029 2,718,537.50 99,275.00 50,000.00 43,800.00 93,800.00 2,713,062.50
2030 2,721,150.00 99,275.00 50,000.00 42,800.00 92,800.00 2,714,675.00
2031 2,718,975.00 99,275.00 50,000.00 41,800.00 91,800.00 2,711,500.00
2032 2,717,150.00 99,275.00 55,000.00 40,750.00 95,750.00 2,713,625.00
2033 2,718,750.00 99,275.00 55,000.00 39,650.00 94,650.00 2,714,125.00
2034 2,577,650.00 99,275.00 55,000.00 38,550.00 93,550.00 2,571,925.00
2035 2,576,350.00 99,275.00 60,000.00 37,400.00 97,400.00 2,574,475.00
2036 2,580,443.75 99,275.00 55,000.00 36,250.00 91,250.00 2,572,418.75
2037 2,580,025.00 99,275.00 60,000.00 35,100.00 95,100.00 2,575,850.00
2038 2,579,281.25 99,275.00 60,000.00 33,900.00 93,900.00 2,573,906.25
2039 2,529,693.75 2,529,693.75 825,000.00 25,050.00 850,050.00 850,050.00
2040 2,530,056.25 2,530,056.25 840,000.00 8,400.00 848,400.00 848,400.00

$ 53,693,275.00 $ 8,451,200.00 $ 4,025,000.00 $ 846,055.56 $ 4,871,055.56 $ 50,113,130.56

(1) Includes the accreted value of outstanding capital appreciation bonds.

(2) Preliminary, subject to change.

(3) Based on its wealth per student, the District expects to receive approximately $580,000 of state financial assistance for the payment of debt service for the fiscal year 2020/21. The
amount of state financial assistance for debt service, if any, may differ substantially each year depending on a variety of factors, including the amount, if any, appropriated for that purpose
by the state legislature and a school district’s wealth per student.

TAX ADEQUACY WITH RESPECT TO THE DISTRICT'S BONDS

Projected Maximum Debt Service Requirement @ $ 2,851,605.56
Projected State Financial Assistance for Debt Service in 2020/21 @ 580,000.00
Projected Net Debt Service Requirement $ 2,271,605.56

$0.43278 Tax Rate @ 98% Collections Produces $ 2,271,605.56
2020/21 Net Taxable Valuation $ 535,595,782

(1) Includes the Bonds and excludes the Refunded Bonds. Excludes the accreted value of outstanding capital appreciation bonds. Preliminary, subject to change.
(2) The amount of State aid for debt service may substantially differ from year to year, depending on a number of factors, including amounts, if any, appropriated for that purpose by the
Texas Legislature. See "CURRENT PUBLIC SCHOOL FINANCE SYSTEM" in the Official Statement.

AUTHORIZED BUT UNISSUED BONDS

The District currently does not have any authorized but unissued unlimited ad valorem tax bonds from any bond election. The District may issue a portion
of the remaining authorized but unissued bonds within the next twelve months. The District may incur other financial obligations payable from its collection
of taxes and other sources of revenue, including maintenance tax notes payable from its collection of maintenance taxes, public property finance
contractual obligations, delinquent tax notes, and leases for various purposes payable from State appropriations and surplus maintenance taxes.
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COMPARATIVE STATEMENT OF GENERAL FUND REVENUES AND EXPENDITURES )

Beginning Fund Balance

Revenues:
Local and Intermediate Sources
State Program Revenues
Federal Sources & Other

Total Revenues

Expenditures:
Instruction

Instructional Resources & Media Services

Curriculum & Instructional Staff Development

School Leadership

Guidance, Counseling & Evaluation Services

Health Services

Student (Pupil) Transportation

Food Services
Cocurricular/Extracurricular Activities
General Administration

Plant Maintenance and Operations
Security and Monitoring Services
Data Processing Services
Community Services

Facilities Acquisition and Construction
Payments to Shared Service Agreements
Other Intergovernmental Charges

Total Expenditures

Excess (Deficiency) of Revenues

over Expenditures

Other Resources and (Uses):
Sale of Real and Personal Property
Operating Transfers In
Operating Transfers Out

Total Other Resources (Uses)

Excess (Deficiency) of
Revenues and Other Sources

over Expenditures and Other Uses

Ending Fund Balance @

Fiscal Year Ended August 31

2015 2016 2017 2018 2019
5,416,870 $ 6,264,489  $ 6,364,619 $ 7,282,915 $ 7,628,412
5,502,096 $ 5,397,381 $ 5,536,903 $ 5,768,600 $ 5,820,386
8,846,843 9,574,605 9,591,685 10,297,985 10,997,825
76,607 162,714 335,783 443,064 607,610
14425546 $ 15134700 $ 15464371 $ 16,509,649 $ 17,425,821
7,940,750  $ 7,909,873 $ 8,414,923 $ 8,781,480 $ 8,916,206
319,118 247,683 280,432 276,860 302,917
236,173 272,418 308,174 286,186 298,055
949,370 1,023,846 1,012,167 1,009,435 1,012,569
261,738 276,032 283,261 298,219 319,925
118,256 128,989 129,745 130,650 145,541
263,753 567,048 327,482 408,599 419,845
802 1,412 944 8,826 9,259
877,656 837,666 958,923 933,148 1,079,405
584,619 644,244 694,141 734,853 747,751
1,518,741 1,487,768 1,503,091 1,883,432 2,090,925
61,842 63,164 68,906 102,284 292,634
131,522 151,949 214,575 270,037 279,621
1,040 6,107 5,378 24,394 23,152
- - - 560,069 -
204,172 196,483 233,643 342,491 246,542
108,375 109,538 110,290 113,189 112,671
13577,927 $ 13,924,220 $ 14546075 $ 16,164,152 $ 16,297,018
847,619 $ 1,210,480 $ 918,296 $ 345497 $ 1,128,803
- $ 6,400 $ - $ - $ -
125,000 163,000 163,000 150,000 -
(125,000) (1,279,750) (163,000) (150,000) (42,113)
- $  (1110350) $ -8 -3 (42,113)
847,619 $ 100,130 $ 918,296 $ 345497  $ 1,086,690
6,264,489 $ 6,364,619 $ 7,282,915  $ 7,628412  $ 8,715,102

(1) See "MANAGEMENT'S DISCUSSION AND ANALYSIS - Economic Factors and Next Year's Budgets and Rates" in Appendix D hereto for a discussion of the 2019/20 budget and "CURRENT
PUBLIC SCHOOL FINANCE SYSTEM - Possible Effects of Wealth Transfer Provisions on the District's Financial Condition" in the Official Statement.
(2) Estimated General Fund Balance for the period ending August 31, 2020 totaled $8,102,620.
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CHANGE IN NET ASSETS @

Fiscal Year Ended August 31

2015 2016 2017 2018 2019
Revenues:
Program Revenues:
Charges for Services $ 642,017 $ 585,905 $ 573,124 $ 554,107 $ 331,490
Operating Grants and Contributions 1,600,776 1,660,250 1,734,305 (1,076,590) 2,634,479
General Revenues:
Property Taxes Levied for General Purposes 5,284,718 5,202,683 5,216,869 5,440,327 5,426,312
Property Taxes Levied for Debt Service 2,263,249 2,224,925 2,231,012 2,324,749 2,343,199
Grants and Contributions Not Restricted 8,777,929 10,125,259 9,929,939 10,590,981 11,781,549
Investment Earnings 21,456 46,412 101,124 182,226 302,132
Gain on Sale of Capital Assets - 6,400 476,836 - -
Loss on Deletion of Capital Assets - - - (51,163) (5,350)
Miscellaneous 134,941 142,311 140,972 113,265 628,076
Total Revenue $18,725,086 $19,994,145 $20,404,181 $18,077,902 $23,441,887
Expenses:
Instruction $ 9,180,114 $ 9,554,005 $10,060,927 $ 7,321,284 $11,299,517
Instruction Resources & Media Services 345,250 280,020 315,756 209,660 351,631
Curriculum & Staff Development 255,751 306,364 346,966 231,702 347,356
School Leadership 1,175,962 1,248,547 1,237,020 820,931 1,261,037
Guidance, Counseling & Evaluation Services 283,182 310,919 318,916 214,416 373,721
Health Services 127,951 145,950 146,482 97,125 169,732
Student Transportation 324,698 426,442 429,651 304,812 516,256
Food Service 698,477 826,774 848,845 703,614 905,777
Cocurricular/Extracurricular Activities 986,441 977,902 1,085,983 830,329 1,289,997
General Administration 632,803 718,226 776,050 631,386 854,671
Plant Maintenance & Operations 2,011,646 1,777,292 1,678,186 2,037,890 2,028,326
Security and Monitoring Services 66,974 68,515 75,527 77,713 129,951
Data Processing Services 142,350 170,334 241,239 221,321 322,304
Community Services 1,464 6,761 5,891 26,592 25,261
Interest on Long-term Debt 1,808,437 1,440,846 1,520,267 1,372,013 1,366,832
Bond Issuance Costs and Fees 207,025 361,800 156,399 60,606 69,199
Payments to Fiscal Agent/Member Districts of SSA 204,172 196,483 233,643 342,491 246,542
Other Intergovernmental Charges 108,375 109,538 110,290 113,189 112,671
Total Expenditures $18,561,072 $18,926,718 $19,588,038 $15,617,074 $21,670,781
Change in Net Assets $ 164,014 $ 1,067,427 $ 816,143 $ 2,460,828 $ 1,771,106
Beginning Net Assets $ 9,556,224 $ 8,895,329 $ 9,962,756 $10,778,899 $ 4,814,822
Prior Period Adjustment $ (824,909) @ . $ . $(8,424,905) @ $
Ending Net Assets $ 8,895,329 $ 9,962,756 $10,778,899 $ 4,814,822 $ 6,585,928

(1) The foregoing information represents government-wide financial information provided in accordance with GASB 34, which the District adopted for the 2002 fiscal year.

(2) The 2015 Prior Period Adjustment was from the adoption of GASB Statement Number 68 (Accounting and Reporting for Pensions).

(3) The 2018 Prior Period Adjustment was the result of implementation of GASB Statement 75 (Accounting and Financial Reporting for Postemployment Benefits Other Than
Pensions).
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APPENDIX B

GENERAL INFORMATION REGARDING THE DISTRICT
AND ITS ECONOMY



SPRING HILL INDEPENDENT SCHOOL DISTRICT
General and Economic Information

Spring Hill Independent School District (the “District”) is located inside the City of Longview. The City of Longview is the county seat of Gregg
County (the “County”), located 210 miles north of Houston and 125 miles east of Dallas on |H-20. The District’s current estimated population is
9,500.

The County is a northeast Texas county traversed by Interstate Highway 20, U.S. Highways 80 and 259 and State Highways 31, 42, 135, 300
and 322. Its economy is based on oil production and manufacturing. The county seat is Longview.

Source: Texas Municipal Report for Spring Hill ISD and Gregg County.

Enroliment Statistics

Year Ending 8/31 Enroliment
2008 1,825
2009 1,855
2010 1,799
2011 1,849
2012 1,891
2013 1,870
2014 1,808
2015 1,877
2016 1,904
2017 1,964
2018 2,016
2019 2,002
2020 2,050

Current 2,005

District Staff

Teachers 147

Auxiliary Personnel 41

Teachers’ Aides & Secretaries 58

Administrators 18

Other 13

277
Facilities
Present Year Year of
Campus Grades Enroliment Capacity Built Addition/ Renovation

Spring Hill Primary K-2 457 605 2001 Addition 2011
Spring Hill Intermediate 3-5 463 495 1932 & 1973 1992, 2001 & Renovation 2012
Spring Hill Junior High 6-8 514 590 1981 2001 & Renovation 2012
Spring Hill High School 9-12 571 800 2011 NA

Principal Employers within the City of Longview

Name of Company Type of Business Number of Employees
Christus Good Shepherd Medical Center Medical Services 2,530
Eastman Chemical Chemicals 1,518
Longview Independent School District Education 1,263
Longview Regional Medical Center Medical Center 1,150
Trinity Rail, LLC Railway Cars 960
Wal-Mart Retail Store 930
City of Longview City Government & Services 858
Dollar General Distribution 698
Pine Tree Independent School District Education 694
Komatsu Heavy Equipment 600
Gregg County Government 538

Source: Longview Economic Development Corporation website as of August 2020

Unemployment Rates

July July July
2018 2019 2020
Gregg County 4.2% 4.1% 8.9%
State of Texas 4.1% 3.8% 8.2%

Source: Texas Workforce Commission
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APPENDIX C

FORM OF LEGAL OPINION OF BOND COUNSEL



A
NORTON ROSE FULBRIGHT

Norton Rose Fulbright US LLP
2200 Ross Avenue, Suite 3600
Dallas, Texas 75201-7932
United States

[Delivery Date] Tel +1 214 855 8000
Fax +1 214 855 8200
nortonrosefulbright.com

IN REGARD to the authorization and issuance of the "Spring Hill Independent School District
Unlimited Tax Refunding Bonds, Series 2020", dated November 1, 2020 in the aggregate
principal amount of $ (the "Bonds"), we have examined into their issuance by
the Spring Hill Independent School District (the "District") solely to express legal opinions as to
the validity of the Bonds, the defeasance and discharge of the District's outstanding obligations
being refunded by the Bonds and the exclusion of the interest on the Bonds from gross income
for federal income tax purposes, and for no other purpose. We have not been requested to
investigate or verify, and we neither expressly nor by implication render herein any opinion
concerning, the financial condition or capabilities of the District, the disclosure of any financial or
statistical information or data pertaining to the District and used in the sale of the Bonds, or the
sufficiency of the security for or the value or marketability of the Bonds.

THE BONDS are issued in fully registered form only and in denominations of $5,000 or any
integral multiple thereof (within a maturity). The Bonds mature on February 15 in each of the
years specified in the pricing certificate (the "Pricing Certificate") executed pursuant to an order
adopted by the Board of Trustees of the District authorizing the issuance of the Bonds (the
"Order" and, jointly with the Pricing Certificate, the "Bond Order"), unless redeemed prior to
maturity in accordance with the terms stated on the Bonds. The Bonds accrue interest from the
date, at the rates, and in the manner and interest is payable on the dates, all as provided in the
Bond Order.

IN RENDERING THE OPINIONS herein we have examined and rely upon (i) original or certified
copies of the proceedings relating to the issuance of the Bonds, including the Bond Order, a
Special Escrow Agreement (the "Escrow Agreement") between the District and BOKF, NA,
Dallas, Texas (the "Escrow Agent"), a sufficiency certificate of the Financial Advisor (the
“Sufficiency Certificate) and an examination of the initial Bond executed and delivered by the
District (which we found to be in due form and properly executed); (ii) certifications of officers of
the District relating to the expected use and investment of proceeds of the sale of the Bonds
and certain other funds of the District and (iii) other documentation and such matters of law as
we deem relevant. In the examination of the proceedings relating to the issuance of the Bonds,
we have assumed the authenticity of all documents submitted to us as originals, the conformity
to original copies of all documents submitted to us as certified copies, and the accuracy of the
statements contained in such documents and certification.

Norton Rose Fulbright US LLP is a limited liability partnership registered under the laws of Texas.

Norton Rose Fulbright US LLP, Norton Rose Fulbright LLP, Norton Rose Fulbright Australia, Norton Rose Fulbright Canada LLP and Norton Rose
Fulbright South Africa Inc are separate legal entities and all of them are members of Norton Rose Fulbright Verein, a Swiss verein. Norton Rose
Fulbright Verein helps coordinate the activities of the members but does not itself provide legal services to clients. Details of each entity, with certain
regulatory information, are available at nortonrosefulbright.com.
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Page 2 of Legal Opinion of Norton Rose Fulbright US LLP
Re: "Spring Hill Independent School District Unlimited Tax Refunding Bonds,
Series 2020", dated November 1, 2020

BASED ON OUR EXAMINATION, we are of the opinion that, under applicable laws of the
United States of America and the State of Texas in force and effect on the date hereof:

1. The Bonds have been duly authorized by the District and, when issued in
compliance with the provisions of the Bond Order, are valid, legally binding, and enforceable
obligations of the District, payable from the proceeds of an ad valorem tax levied, without legal
limit as to rate or amount, upon all taxable property within the District, except to the extent that
the enforceability thereof may be affected by bankruptcy, insolvency, reorganization,
moratorium, or other similar laws affecting creditors’ rights or the exercise of judicial discretion in
accordance with general principles of equity.

2. The Escrow Agreement has been duly authorized, executed and delivered and is
a binding and enforceable agreement in accordance with its terms and the outstanding
obligations refunded, discharged, paid and retired with the proceeds of the Bonds have been
defeased and are regarded as being outstanding only for the purpose of receiving payment from
the funds held in a trust fund with the Escrow Agent, pursuant to the Escrow Agreement and in
accordance with the provisions of Texas Government Code, Chapter 1207, as amended. In
rendering this opinion, we have relied upon the Sufficiency Certificate as to the sufficiency of
cash and investments deposited with the Escrow Agent pursuant to the Escrow Agreement for
the purposes of paying the outstanding obligations refunded and to be retired with the proceeds
of the Bonds and the interest thereon.

3. Pursuant to section 103 of the Internal Revenue Code of 1986, as amended to
the date hereof (the "Code"), and existing regulations, published rulings, and court decisions
thereunder, and assuming continuing compliance after the date hereof by the District with the
provisions of the Bond Order relating to sections 141 through 150 of the Code, interest on the
Bonds for federal income tax purposes (a) will be excludable from the gross income, as defined
in section 61 of the Code, of the owners thereof, and (b) will not be included in computing the
alternative minimum taxable income of the owners thereof.

WE EXPRESS NO OTHER OPINION with respect to any other federal, state, or local tax
consequences under present law or any proposed legislation resulting from the receipt or
accrual of interest on, or the acquisition or disposition of, the Bonds. Ownership of tax-exempt
obligations such as the Bonds may result in collateral federal tax consequences to, among
others, financial institutions, life insurance companies, property and casualty insurance
companies, certain foreign corporations doing business in the United States, "S" corporations
with subchapter "C" earnings and profits, owners of interests in a financial asset securitization
investment trust, individual recipients of Social Security or Railroad Retirement benefits,
individuals otherwise qualifying for the earned income tax credit and taxpayers who may be
deemed to have incurred or continued indebtedness to purchase or carry, or who have paid or
incurred certain expenses allocable to, tax-exempt obligations.
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Page 3 of Legal Opinion of Norton Rose Fulbright US LLP
Re: "Spring Hill Independent School District Unlimited Tax Refunding Bonds,
Series 2020", dated November 1, 2020

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; rather, such opinions represent our legal judgment based upon our review of
existing law that we deem relevant to such opinions and in reliance upon the representations
and covenants referenced above.



APPENDIX D

AUDITED FINANCIAL REPORT
FISCAL YEAR ENDED AUGUST 31, 2019



SPRING I—IILL INDEPENDENT SCHOOL DISTRICT

i i ANNUAL FINANCIAL REPORT FOR THE YEAR ENDED T e

AUGUST31 2019 i




'SPRING HILL INDEPENDENT SCHOOL DISTRICT s
v "ANNUAL FINANCIALREPORT 0“0 o
. FORTHE YEAR ENDED AUGUST 31,2019~ .

.'_Exlubrt o Page

--';:_'__.CERTIFICATE OFBOARD =~ = s
- Independent Auditors’ Report =i A R e ot
G 'Management‘s Dlscussmn and Analysm A e S

S '_._-Basm Fmanc:al Statements o ORI
'-GovemmentWtdeStatements e A :
A 1 Statement of Net Position © - 1 o e T 1

i B-l Statement of Activities - Al S R ."1_5.:-"" :

e GovemmentalFundFmancrai Statements _ T R B TR
“C-1'" Balance Sheet B T e 16- 17 i
. C-2 - Reconciliation for C- I L I 18

: "C-_3. Statement of Revenues, Expendttures and Changes mFund Balance S 19, :2_0_-_"'.- -

BE '-3Flduc3ary Fund Fmancral Statements

i E 1 ‘Statement ofFlduCIaryNetPosumn S 92

NO{ES tﬂ theFmanctal Statements . ._ 3 23 53 o

Requrred Supplementarv Infmmatmn . R D LTI I
'.G lBudgetary Comparison Schedule - General Fund - PESEEEREN Sl 54

L G6 Schedule of the District's Proportionate Share of the Net Penswn Llablllty (TRS) L 55056 T

NG Schedule of District Contributions to TRS - o AR °57-58 .
/G-8 Schedule of District’s Proportionate Share of the Net OPEB Ltabﬂlty (TRS) FERTEIIE 1*

S :._:- -':':G 9 Schedule of District’s Contributions to the TRS OPEB Plan “ =i S 60 G

e H 2 Comblnmg Statement of Revenues Expendrtures and Changes 1n Fund Balances__. R 6566 L

REES & - Budgetary Comparison Schedule — Food Selvwe Fund 5 B T TN T ST ENE ST -\ N SR

Notes to Requn’ed Supplementary Informatlon s Lo 6k 62 R

Combmm and Other Schedule _;. &
Nonmajor Governmental Funds; * ¢

" H 1 :’Combining Balance Sheet N SR “' SR 63-64 _: IR R T

. Re_qun'ed TEA Scheduie .:. '- T R T E L NIRRT ST
""J-_ ~ Schedule of Delinquent Taxes =+ . = T e T 67 68:'

o 3. _Budgetary_(_l_qn_lp_ansqn _Sc_he_d_afe - Debt Service thc_i__ B I G700 S

--";'-Renorts on Comphance. Internal Contrﬁl and Federai Awards I
" Report on Internal Control Over Financial Reporting and Comphance and Other :
© Matters Based on an Audit of Financial Statements Perfonned in Accordance thh SRR
i Government Auditing Standards S 71-72 R
2 Report on Compliance for Each Major Program and on Intemal Contrcl over . S
D CompllanceReqmredbyUmformGuldance G '--_'---73 74f S e
o 'Schcdule of Findings and Questloned Costs. " R T L s
_'_Schedule of Status ofPuorFmdmgs '_' _: SN T e e
= “Corrective Action Plan . R T
K 1 Schedule ofExpendltures ofFederalAwards SRR B TS E RN | R
' Notesto Schedule ofExpend:tures ofFederalAwards o e g




CERTIFICATE OF BOARD

Spring Hill Independent Scﬁool District Gregg 092-907

Name of School District County Co.-Dist. Number

We, the undersigned, certify that the attached annual financial reports of the above-named school district were

- reviewed and (check one) _\“ approved disapproved for the year ended August 31,2019 ata

| +h
meeting of the Board of Trustees of such school district on the i ~ of December, 2019.

of Board Secretary ‘ Signature of Board President

If the Board of Trustees disapproved of the auditors’ report, the reason(s) for disapproving it is (are):
(attach list as necessary)
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/ UNMODIFIED OPINION ON BASIC FINANCIAL STATEMENTS
ACCOMPANIED BY REQUIRED SUPPLEMENTARY INFORMATION AND OTHER
SUPPLEMENTARY INFORMATION INCLUDING THE
SUPPLEMENTARY SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Independent Auditors’ Report

Board of Trustees

Spring Hill Independent School District
3101 Spring Hill Road

Longview, TX 75605

Members of the Board:
Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of Spring Hill Independent School District (the District) as of and for the year
ended August 31, 2019, and the related notes to the financial statements, which collectively comprise the District’s
basic financial statements as listed in the table of contents.

Management’s Responsibility 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 error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit
in accordance 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 financial
statements.

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

L - Requn ed Supplementai y Infor manon -.':: N '_ .

“In cur opmlon the f'man01al statements refen ed to above present farriy, in ail matcual respects the respecttve = g
 financial position of the governmental activities, each major fund, and the aggregate remaining fund informatjon of . -

" the Spring Hill Independent School District as of August 31,2019, and the respective changes in financial posmon

S0 " thereof for the year then ended in accoldance mth accountmg prmclples genexaliy accepted in the Umted States of SR
':'Amenca v S - R . s . : : SR

L -Accountmg prmc1ples generally accepted in the Umted States of Amel ica lequlre that the management S dlscussmn R

o and analysis on pages 5-13, budgetary comparison information on page 54, schedule of the District’s proportionate : - SR |

i share of the net pension liability (TRS) on pages 55-56, schedule of District contrrbutlcns to TRS Pension plan on .~
.- pages 57-58, schedule of the District’s proportionate. share of the OPEB liability (TRS) on page 59, and schedule of .
- District contributions to TRS OPEB plan on page 60 be presented to supplement the basic financial statements. - S
“Such information, althongh not a part of the basxc financial statements, is required by the Governmental Accounting - AT R
©'Standards Bcard who considers it to be an essential part of financial reporting for placing the basic financial

- ‘statements in an ‘appropriate” operatlonal economic, . ot historical : confext, - 'We have applied certain :limited .~
" procedures. to the required supplementary information in accmdance with auditing standards generally accepted i

. the United States of Amerjca, which ‘consisted of inquiries of management about the methods of preparing the =~ i

' ‘information and comparing the information for consistency with management’s responses to our inquiries, the basic "

~ - financial statements, and other knowledge we obtained during our audit of the basic financial statements. We donot ' : R
" -express an opinion or provide any assurance on the information because the lnmted procedures do not prowde S o

R wﬁh sufﬁcrent evrdence to express an opmlon or ptcvxde any assurance.

-Orherlnformaaon _

S basrc ﬁnancral statements asa whole

i : 'Our audlt was conducted for the purpose of formmg oplmons on the ﬁnancml statements that collectwely comprlse S
" Spring Hill ‘Independent School District’s basic financial statements. The combining financial statements are
“presented for purposes of additional analysrs and are not a required part of the basic financial statements.. The ==

B :._ _:-_': + - schedule of expenditures of federal awards is presented for purposes of additional analysis as required by Title 2 - ; ;";. ERRHE
- 'U.8. Code .of Federal Regulat.rons (CFR) Part 200, Uniform Administrative Requirements, Cost Pr. :n_ctples, _and_"_:_. R

. :Aud:t Requn ements jbr Fede; aI Awar ds, and is alsc nota 1equu cd palt of the basm ﬁnanclal statements

L The combmmg ﬁnan{ual statements and schedule of expendrtures of federal awards are the respons1b111ty of_ :.;.:"'

o :'--'_management and were derwed ﬁom and relate ‘directly to the underlying accounting and other records used to :
" prepare the basic financial statements, - Such mfonnatlon has been subjected to the auditing procedures applied in

" the audit of the basic financial statements and ceatam additional procedures, mc]udmg comparing and reconciling -

U isuch mfonnat:on directly. to_the underlymg ‘accounting and other ‘records used fo prepare the ‘basic. financial T
~-statements ‘or to the basic financial statements themselves, and other additional - procedures in accordance ‘with - R

" auditing ‘standards generally accepted in the United States of America. "In our opinion, the ccmbmmg financial = BETRRTEES
" statements and schedule of expenditures of federal awards are fa1rly stated in all material respects m relatlon to the_ VLT




-“The Tcxas Educatlon Agenoy requnes school distncts fo. mc]ude certam mformatlon in, ihe Annual Fmanmal and :

s Comphanoe Report in conformity with laws and reguiatlons of the State of Texas. This information is in Exhibits Ha

' ‘identified in the Table of Contents as J-1 ths ough J-3.- We have applied certfain lmntcd procedures to the required .

supplementary information in ‘accordance with ‘auditing standards generally accepted in the Unites States of -

- America, ‘which consisted of inquiries .of management about the methods of preparing the ‘information and S
" comparing the information -for consistency with management’s ‘responses to our inquiries, the basic finanoial: EE
. statements, and other. knowledge we obtained during our audit of the basic financial statements. We do not EXpress o

" an opinion or provide any. assurance on the information because. the lnmted procedures do not plowde us. w:th _

TR sufﬁment ewdonce to expn ess an opunon or plowde any assurance,

" WILF & HENDERSON, P.C.
S __ _-Texarkana, Texas

. .:"*November 21 2019

B Other Report:ng Requnred by G‘avemmem Audrtmg Stﬂndards : _' S

: In accordance thh Govemmem‘ Audmng Srandai ds we have also 1ssued our report dated November 21 2019 on R FHEA
;- -our consideration of the Spring Hill Independent School District’s mtemal conirol over financial reporting and on .+~ '
- our fests of its compliance with certain provisions of laws, regulations, contracts and grant agreements and other

* " ‘matters, - The purpose of that report is to describe the scope of our testing of internal control over financial reporting AT

and compliance and the results of that testing, and not to provide an opinion on internal control over fmancml__"__:_”' i S
~"“reporting or on comphance ‘That report is an mteolal part of an audit performed in accordance with Government S Coiinil
L Auditing Standards in consxdelmg the Spl mg Hill Independont Sohool Dlstrlct 8. mtemal control over ﬁnanclal_'_-.' S

: -reportmg and comphanoo

‘Certified Public Accountants i




SPRING HILL IN])EPIJNDENT SCHOOL DISTRICT
o - MANAGEMEN’I“S Drscussron AND ANALYSIS

' In this seetlon of the Annual Fmanclal and Comphance Report we, the management of Spnng I-Illi Independent

" :Schoo} District, (the “District”) discuss and analyze the District's financial performance for the fiscal year ended. S

AN .August 31 2019 Piease read 1t in conjunctlon w1th the Dlstriet s, ﬁnanc1al statements whlch fo}low thls sectmn S

'_FINANCIAL HXGHLIGHTS

L _-USING THIS ANNUAL REPORT

- :'f:'_:-::'The assets of the Dtstl :ct’s governmental actmtles exceeded 1ts llablhtles at the c]ose of the most recent .' - .
" "period by 6,585,928 (net posxtlon) -Of this amount, ($I 226 954) deﬁcxt unrestrtcted net. posntlon may. be - AL

R : used to meet the Dlstr;ct’s ongomg obhgatmns

e At the end of the curtent ﬁsca] year the Dlstrlct s General Fund reported a fund balance thls year of B
A -$8 715 102 ’I‘he fund baiance mcreased by$1 086 690 durmgthe current ﬁscal year L

:Thas annual report consrsts of a series of ﬁnant:lal statements The govemment—mde ﬁnanclal statements mclude i

. the Statement of Net Position and the Statement of Activities. These provide information about the activities of the ~ - - S

'__-Dtstrict as a whole and present a longer-term view of the Dlstuct s property and debt obhgatlons and other financial -

. matters. They reﬂect the ﬂow of total economic resources 1n a manner sunllar to the ﬁnanc:al reports of a busmess SRR
Lo "__.enterpnse RIS i : : Lot . - : R

.;'Fund ﬁnanexal statements report the Dlstrlct's operatmns in more detail than the govermnent-w1de statements by :._:f - S
o ;:provadlng mformation about the District's most significant | funds ‘For governmental activities, these statements tell - SR
o rhow services were financed in the shoit term as well as what resources remain for future spending. . They reflect the = - ..

; -'.'_ﬂow of current financial resources, and supply the basis for tax levies and the appropriations budget. : The remaining .7 00
SN ~statements, fiduciary statements, provide financial mformatton about actwlties for whlch the Dlstt 1ct acts solely as a: R
o _.trustee or agent for the beneﬁt of those out31de of the Dlstrlct SO SRR . i :

The notes to the ﬁnancnal statements prowde narratwe explanatrons or addmonal data needed for full dlsclosure in '_ ;' R
D 'the govemment wxde statements or. the fund ﬂnancnal statements BRI, : - SRR

S The comblnlng statements for nonma_]or funds contam even more. mfonnatlon about the Dlstrlet's mdmdual funds o

__:':These are not required by TEA. ' The sections labeled TEA Required Schedules and Federal Awards Section contain _' : _.
 data used by monitoring or reguiatory agenczes for assurance that the Dtstrlct is usmg funds supplled in comphance S

: 'w1th the tenns of grants

SN : 'Reportmg the Dlstuct asaWhole AR E

SR i T Ixe .S'mtemenr af Net Posrtmu and ﬂ:e Statement af Act.rw(ies S

e The analysls of the Distrtct‘s overall ﬁnancnal condltlon and operations is mcluded in thls report Its prjrnary
- purpose is to show whether the District is better off or worse off as a result of the year's activities. The Statement of - ' : PUEEIRE

L Net Position includes all the District's assets and liabilities at the end of the year while the Statement of Activities R

includes all the revenues and expenses generated by the District's operations durmg the year ‘These. apply the RIEE _: R

N acerual basas of aceountlng whtch is the basm used by prrvate sectm companies



a Ali of the current years revenues and expenses are taken 1nto account regardiess of when cash is recewed or pard

" “The District's revenues are divided into those provided by outside partics who share the costs of some programs, S f LR
such as tultlon received from students ﬁorn outside the district and grants provided by . the U.S. Department of DRSS
‘Education to assist children with disabilities of from disadvantaged backgrounds (program revenues), and revenues -

S provrded by the taxpayers or by TEA in equahzatron funding processes (general revenues), - All the District's assets - e
Clare reported whether. they serve the current year.or future years Llablhtles are consrdered 1egardiess of whether f Lo
S _ they must be palcl in thc current or future years . RS : S : :

: _These two statements repcrt the Drstrrcts net posmon and changes in. thern The Drstrrct's net posrtlon (the' .

. difference between assets and hablhttes) provide one measure of the District's ﬁnancral health, or financial pesmon oy L

' :"-Over time, increases or decreases in the District's net position are one indicator «of whether its financial health is '

S 1.1mprov1ng or ‘deteriorating. ~To fully assess the overall health of the Drstrrct however, you should consider :_' i

oe -nonfinancial factors as well, such as changes in the Drstrlct's average daily attendance or 1ts property tax base and _.j_ﬁ e
G the condltron of the District's facriltres ' > S . i '

[ In the Statement of Net Posrtron and the Statement of Actwltles we presented the followmg kmd of actlvrty

S Governmental actlvrtres——Most of the Drstrrct's ‘basic servrces are reported here mcludmg the 1nstruct10n s
S :counsehng, CO- currlcular -activities, transportatlon mamtenance community services, and general admlnlstratlon s

_Property taxes tultton fees and slate and federal grants ﬁnance mcst of these act1v1ttcs

: _Repm tmg the Dlstrict's Most Signll‘icant Funds

e : Fuu d Fimm cral Smtemenrs

e }jThe fund ﬁnancral statements prowde detalled mformation abeut the most 31gn1ﬁcant funds—not the Distract as a

. whole. : Laws and contracts require the District fo establish some funds, such as grants received under Eve:y Student o i
. Succeeds Act (ESSA) from the U.S. Department of Education. The District's administration establishes many other - " .

- ""funds to help it control and manage money for paitlcular purposes (hke campus actlvrtres) The Drstrlct‘s funds can : L

s -be dmded mto these two categorres

* Govemmentai FundS*Most of the Drstrrcts basrc services are reported in governmentaI funds These use S
.7 modified accrual accounting (a method that measures the receipt and disbursement of cash and all other ﬁnancral THRE

- assets that can be readily ‘converted to cash) and report balances that are ‘available for future $pending.  The - L
- '_govemmental fund statements provrde a detailed short-term view of the. District's genera! operataons and the basic .=~

" services it provides. - We describe the differences between govemrnental activities (reported in the Statement -of Net ; =
Position and the Statement of Actmtles) and governmental funds in reconclhatlon schedules followrng each of the. i

- "fund ﬁnancral statements

' % Flducrary Funds - Thls fu_nd accounts for resources held for the beneﬁt of partles out31de the government The R
District acts as a trustee, or fiduciary, for money raised by student activitics, ‘All of the District’s fiduciary activities | = -

5 :ﬁ' ‘are reported in separate Statement of Fiduciary Net Position. . We exclude these resources from the District’s other

' financial statements because the District cannot use these assets to finance its operations, ‘The DtStI‘lCt 1s only.-- g o S

3_responsrble for ensur 1ng that the aSSets reported in these funds are used for thelr mtended purposes




. éOVERNMENT-WIDE. FINAN_CiAL' ANALYSIS

_}'-__'Our analysxs focuses on the net pes;tlon (Table I) and changes in net posatlon (Table II) of the D;stnct'
. 'governmental actmtles : IRSRRRNE : ¥ : T :

': :-Durmg ﬁscaI year 2018 the Dlstrxct adopted GASB Statement No 75 f01 Acco:mtmg and Fmanc:ai Repor Img for e
.+ Postemployment Benefits other rhan Pensions (OPEB). With GASB 75, the District must assume their pr oportionate . © ¢

| L share of the Net OPEB Liablhty of the Teachels Retirement System of Texas. Adoption of GASB 75 required a . It

“ prior period adjustrnent to 1eport the effect of GASB 75 1etroact1ve]y The amount of the p]‘lOI‘ pened ad_]ustment_ o _ o

- was ($8,424 ,905).

o ':-As of August 31 2019 the Dlstrict’s assets exceeded iaablhtles by $6 585, 928 of whieh $4 708 423 of the total net_.

10 - position represents the net investment in capital assets less any related debt used to acquire those assets that are stlll i :_ B
"+ outstanding, $3,104,459 of the total net position represents resources that are subject to restrictions on how they may_ B

-'be used and the remaining balance of total net. position. of ($1,226,954) deficit represents the. unresmcted net 5

B ’posmon ‘which is the part of the net position that can be used to finance day—to day operations. without constraints o ' o
Net position of the District's governmental activities increased =

- established by .debt, or other legal requlrements

i from $4,814,822 to $6,585,928. The demease in net posmon fox the year 2018 was pnmarﬂy the result of the przor S I

_perlod ad_]ustment decrease Of ($8 424 905)

: S TabIeI _ SN
SprlnnglI IndcpendentScheolD]stnct i
' NE’I‘POSITI_ON__ S

o _'_Capitalas'sets' R
Tota.lassets i

* Current and other assets -

SRy .Deferred outﬂows of resources -

T Other llablhtles
.. Longterm llab:htles outslandmg
.21 TRS net pension ilablhty

g :TRS net OPEB liability _
: Total ilabihhes j R :

S "-Deferr_ed mﬂo_ws o_f resources - -

eE _Net mvestment in capnta! assets :
- Restricted '

' ".Unrestncted s
Total net pesmon '

Governmental

Actmtles R

2019

'E:Govel.nrhenta'l L R
. Total .
$Change REREN

Actmues

2018 --'*

'. Totai
% Change

$ 1,927,240
45,692,225

- T§12,061955 7§
44,368,969

T(134,715)
1,323,256

~1.12%

:57,619,465

56,430,924

-1,188,541

1,997,644 -

5_5 Lm0
42,776,620
4,097,644

5,970,659

5,356,203

4,804,639

3358,649 . .
1050985

44,400,512

2,288,543

287,047
(1,623,892)
1,809,101
51,166,020

T27.08%

CUR366% i

SLT79.05%
AT ol

54,191,953 o

52,553,679

1,638,276

— T

2 197 875'

4 708 423

3,104, 459
(1,226,954)

2421072

1,969,161
1,143,819 -
1,701,842

(2,928,796)

187

o062
111,960,640

TE 6,585,098

TR

S8 1,771,106

L 298% R
2 11% BRSSP

5048%

9%

139.11%




: Expenses

B . expenses increased by $6,053,707 or 38.76%. ~The prior fiscal year 2018 NECE negative on-behalf revenues and

SERR O 'I‘able[[ AR R
"Sprmg Hl!l Independent Sclmol Dlstnct
. CHANGES IN NET POSITION " '

° ";_-'va'_éfnrﬁe'n_té'l ' Governmental - T R T
-Adtivities - Activities . Total - Tota! R e

'Rcvenues : IR
ProgrmnRevenues e D T PR
“Charges forservices =10 o g 331,400 8 534107 08 (02617 40.18%
Opelatmggrants and conmbutlons SRS 2,634,479 (1 076 590) 3 TIL069 L 34T o e
GeneraERevenues BRI G SRR RHEE B AR : G
' " Property taxes le\'lcd for GcneraiPurposcs S 5,426,312_-_:' :.- 5440 327 LT 4,015) U R026% e
“. " Property taxes levied for Debt Service C2,343,199 00 12324749 18,450 0 079%
. Grants & contributions not restncted LU L781549 10,590,981 1,190,568 1124% o
- __"'1.'._'_In\’CSthRtSang i o 302’132 3 f82,226 ]]9,906 65 80%
5 Other general revenues T T T L 608076 - 113,268 0t U S14.811 454 S52%
'Specuautem (Loss) onDclctLonofCapltalAssets DUUUTU(5,350) i (S1,063) o 45,813 L 89.54% o
TotalRevenues L 03,441,887 ¢ --'18,077,902 ﬁ'- '5,363,985 20,67

< Insfraetion D -'3':35 L mes1T 7 284__"': 3978233 s43v%
" Instructional Rcsourccs anci Mcdla Serwces 351631 209,660 i I4L9TL s 6T TN%
" Curriculum and Staff Deyelopment UTU347,356 0 231,702 5 ;" 115,654 0 49.91%
- Instructional and SchoolLeade:sh:p g CLUL260,037 00 820,931 440,106, 53.61%
© . Guidance, Counselmgand Evaiuanon Semces S i3IRTaL 214,416 000 159,305 0 74.30%
- HCalthSCWlCﬂS S . e 169,732 97,125 72,607 7476%
i '-'-.'ﬁStudent(?upn) Transportatlon SR 516,256 0 304,812 0 211,444 00 1 69.37%
1" “Food Services . T 005977 03,614 202,163 28 T73%
.;_.'.-_CocumcuiarfﬁmacmncufarAcnv;tws 1,289,997 830,329 459,668 7 55.36% co
R GencralAdmmlstratmn ST I 854,671 631,386 223,285 3536%
-_’-Facmues Maintenance and Operatlons ST 2,028,326 00 2037 890 i (9564). . -0.47%
L Security andMomtonngScrwces ARSI 129,951 _ 7713 SOUT80038 i 67.22%
.. Data Processing Services . s 0 0329304 221321 00,983 A563%
. Community Services . SR S 252610 T 26,592 33 - SO
CoUDebtService il 1,436_,031_'-2-_-._' 1,432,619 3420 024%
- Payments to FlscalAgentsMemberDlstracts ofSSA 246,542 342,491 (95,9.49)_'._ --'__._2_3 02% oo
'-.-'Otherlntergovcmmcnta} Chargcs ST 12,67 113,189 o (SIB) v S0.46% o
U7 Total Expenses S U 2L670,781 0 15,617,074 006,053,707 0 38.76%
| "Increase (Decrease) in Net Posmon SR TULITRI06, 0 2,460,828 4 (689,722) ¢ -28.03%
L0 Net PosnttonBegmnmgoncar U N ARIA822 10,778,899 L (5,964,077) 1 -55.33%
- Prior Period Adjustment " U T (8,424,905) C o 8,424,905 7 100.00% T
:-_._th Po_smon_Endofyear :-' STt 86,585,928 U8 4814822 0 - § L77LI06 0 36.78% T

P '_'{The DlStI‘iCt mcreased net posmon by $1 771, 106 for the 2018-2019 schooi year The total cost of all governmental R

- +activities was $21,670,781. The amount of these activities that our taxpayers paid for through propexty taxes was ...
-.-$7,769,511 or 35.85%, ‘This i mcrease in net posmon can furthel be evaluated based on the Total $ Change Column o
*and Total % Change Column as listed .above. " Total revenues increased by $5,363,985 or 29.67% while total . T

negative on-behaif expenses of ($2 631 114) lmpacted the repomng of operatmg grants and contrlbutlons and_ : :f_.'
-z_"reiatedexpenses B _ SR L




R FINANCIAL ANALYSIS OF THE DISTRICT‘S FUNDS

As noted earller the DIstrIct uses fund account:ng to ensure and demonstrate cornplrance w1th ﬁnance-related legal -
RO requuements bond covenants and segregatlon for parttculal purposes ' B : :

: "3_.GovennmentalFunds EERERTIRR,

: : '-_The focus cf the Dlstrlet’s gove:nmental f mds is fo prowde mfonnatlon on near—terrn mﬂcws outﬂows and s [ ik
" balances of spendable resources. Such information is useful in assessing ‘the District’s financing requirements. ‘In 0
particular, unassigned fund balance may seI ve as a useful measure of the Dlstrict 8 net resources avallable for L

5 :':"spendmg at the end cf a ﬁscal year

'.'As of the end cf the current ﬁscal year the Dlstnct’s tctal governmental funds reported comblned endlng fund_:'.-"."_ i
 balances ‘of $10,464,884, .a decrease during ‘the current year of ($432,223). Unassrgned fund balance -totaled .’ '

o $2,465,967. The remainder of fund balance is either nonspendable, restricted, committed or assigned.. The fund St

~*balance is nonspendable for inventory of $52,345 and prepaid items for $109,906. The fund balance is restricted for S o

' a) federal or state fund grants of $168,582 restricted for food services b) debt service of $1,453,218 -and ) capltal'

e projects of $1,450,000, The fund balance is committed for ) construction $1,000,000 b) capital expendlture for .

B “equipment $150,000.¢) self-insurance of $43,379 d) campus actmty funds $75 63‘7 e) budget stabrllzatron purposes s

L of $3 306, 359 and f) other assxgned fund balance cf 5189, 491,

T ._ R The General Fund has a total fund balance of $8 7 15 102 The fund balance of the Dlsmct 8 General Fund mcreased . _': ;
©1 by $1,086,690 based on total revenues of $17,425,821, total expendltures of ($16,297,018) and transfer out.of © =

- ($42,113). Spring Hill Independent School District board of trustees and administration follows a strict poilcy of o '__.ﬁ:-:' ' :'
- figcal congervativeness. : The. goal of this ‘conservative policy is to maintain fund balance of at least sixty days for .o
i _budget stablllzatlon This increase in fund balance is apprcxzmately 6% of current year general fund revenues..

;._'The Debt Servrce Fund has a total fund balance of $1 453 218 all of wlnch is resrricted for the payment of debt_'. '_: : : R
: service. The net increase m fund balance durmg the perrod in the debt serVIce fund was $444 682 o S

g :_'l - The Caprtal Prcjects Fund has a total fund balance of $0 The net decrease in fund balance durmg the penod In the SRty
el -'Cap:tal Pro_]ects Fund was ($2 030 623) The beginnlng fund balance was. utllized for constructlon : DU

L _Other funds composed of the Speeral Revenue Funds haVe a total fund balance of $296 564 The fund balance is :t;' :_ AR
_.'_Iestrlcted for food services .of $168,582, campus activity funds of $75,637 and mventcries of $52 345 ~The net.f' SOARE

- aE DISTRICT s FUNDS

' _mcrease in fund balance durmg the current perlod in other funds was $67 028.

s _Our analysns focuses on the net changes m fund balances (Table III) of the DIstuct s govermnental fuuds S

“As the Dlstrlct completed the year its governmental funds reported a ecmbmed fund bafance of $10 464 884 whrch ' ':_ '_ o =
~is lower than last year's total of $10,897,107, The governmental funds reported a net decrease in fund balance of - .

i ($432,223). This decrease in fund balance can be further evaluated based on the Total $ Change Column and the "

SRR 3 .. Total % Change Column. - Total revenues increased by $1,843,491 or.8.8% while expendltures InCIeased by ':: e
82, 331 036 or 11 1% Total other f nancmg sources (uses) decreased by ($1 469 620) or -95 5% BRI : L

": The Capltal Pro_}ects Fund expended $2 458 067 of facrhtles acqu1s1t|on and constrnctlon S




TSNS TabIeII[ s
S SprmngIlIndepend_g_nt__School Dlstncf
NET CHANGES. IN FUND BALANCES .
' Govemmental 4 Govemmental B SR B RN
: _:' Funds -:_ - Funds [ . Total _TQt_éE . D
2019 i 2018 - '$Chénge % Change 0

Revcnues T S L e A R o B Rt
Local andhtenned:atcSou:ces::_- SEEE $ 9013 634 $ ' 3592 493_ $ 421 136 L A9% SRIRBLRNEE
State Program Revenues .\, AR 12243 579_}'._ 11099 750_._:_-._ 1,143 829__*:_"'.'-__19,_'3%
FedcralegramRevenucS 1640947 1,362,421 278,526 204%
| 'Igi_alRev_Qn_ucs ST 0808160 0 21,054,869 0 LEA3A91 - 88%

:-__-.Instructlon BT o L RRRE ot '9,733,992 -_ E:_ _."9,385,062_'_ . 347 930 '_:___-3,7%
T Instructional rcsources&medlasenfices S .: ' :.: i 3.{};2»917_ : +276,860 s, 057 L 04% Lon
- Cumculum and msimcnonal staffdevelopment . _i98,055_ : : 286,186 : __11869 :_ 4.1% ' SR
: -'smooneadersmp i _-'1,080,2_9;) 1,081,063 (773)_;'-;_-'-_- 0%
R 'Gmdance CounselmgandEvaluatxon serwces . s 319,925 : :-_'2_98,239_ : . e 2_1_,706 -'-:_7.3% :-:'-' ; '_ ':'.:. _
'f":.'Hcalthsef\’wCS R R e CUUMSSAL _1.3(.’_»550_-': i 14891 i 114%
. “Student (Pup}l)Transportanon ._:.:-__:-'::_- s _"419 845 B _': '-408»5..99- i 1 11,246 28% I
S FoodSEEVlCES e 791 505 796,219 -._.(4714) B | —06% | i
- Btracomcularactivities 00 LIZnem L emamor o 144180 14a%
" General administration 00U qATIS) T T3A8530 0 12,898 o 18% L
: _-Famhtles mamieuance&operatmns Nt B ::._;'ZI_"' i 2,104, 980 ; gaRes .2 234 972 i '('}_29,9.92) o .53% i SRR
SR .Secunty &momtonngservmes L R 292 634 ; __-1_0_2,2_84_ ":'1_9_0,3_5_0_.: e .186_._1_'% R
: Dataproc&;smgscrvmes U Tameean a7 L9584 3s%
. Community services LD tiiaaasp o igased o (4D A%
| : '--Debt sarwces ._ o .. i 2’914’296 L 2,844,301 '69?_99_5_ 25%
3 .Facllmes acqumtmn and construcuon o o : "'_.'-:'-"2_,453,_0_6_7. : 754,549 _:Z :.:_-.-.1,'7_03,.513 -_225:..8%_
" Payments to fscalagent/memberofSSA o aMesa2 342491 L (95,949) OO
_IOtherIntergovemmemalCharges Ll magen 1131890 U (s18) A%
TatalExpendttures L 23399756 021,068,720 02,331,036 0 L% st ERT

.'-'over__(under)}s)q;gnqimres__.--'_"-3:" LU (s01,596) T (14,051) - (487,545) . 3469.8%

& _CapitalRe}aIedDebt Issued(RegularBonds) 2860000 0 1465000 0 1395000 952%
. TrmsfesIn e 3 150,000 (107,887) L JL8%.
'- ':: .Prcxmum orDlscount onIssuanceofBonds ':_ '_::'; "187 498 : :."'; R .73,99_3 '113’5(}5 153.4% :'_ L

- Tremsfers (Qut)_ - 1y o (1s0,000) 107,887 TL9%

'-‘-_ReﬁmdmgofCapualReiatednebt L 78128) s L ,978125) 1 1000% T
TotalOtherFmaacmgSources (Uses)'ﬁ CT6.373 U 1,538,998 (1,469,620) 1 -95.5%

_'N__et _Chéi_lge m_Func_lBaJa;ié_es_,_]_ S esymyy 1524942 (1957,165) ©-1283%

* " Fund Balance - Beginingof Year 1 10897107 0 937065 1524942 1 163% 0

' FundBalanco-Endof Year - {08 10464884 5 . 10897107 5 (432223 . -40%



BUDGETARY HIGHLIGHTS S

Over the course of the year the Distuct recommended and the Board approved certam rewswns to budgeted
: approprlatlons as necessary Slgmﬁcant budget amendments were as foliows o RATERE

Genera! Fund

'.'(Decrease)mrevenues localand mtennedlatesources S STy
“Increase in revenues state programrevenues ST mi R 36,97‘.3..'.: -
; Decreasemexpendltures Function 11 - Instructlon T T A R ::'_-_ L 183,002 R _
.-.'__(Increase)m expendltures Functlon 12- Instructlonal Resources and Medla Serwces _-,f? 0 (19,999) :_ SAREERE
" (Increase) in expenditures, Funct10n23 SehoolIeadershtp AR S (10,000 SRS
~ {Increase) in expenditures Function 31 - Guidance, Oounselmg and Evaluatlon L @0,000)

-+ {Increase) in expenditures Function 33 - Health Services - .0 oo (15,000
(Increase) in expenditures Function 34 - Student Transportation - Che o (27500)

.+ (Increase) in expenditures Function 36 - Cocumcular/Extracumcu]arActmtles Sl (72,300)

Decrease in expenditures Function 41 - . General Administration -t ST B4997.

. . (Increase) in expenditures. Function 51 - Plant Mamtenance&Operatlons Sl (417,189) B
' (Increase) i in expenditures Functlon 52. Secunty and Monitoring Services - TR S (191,000) - - PR
- (Increasg) in expenditures. Funetion 53 - Data Processing Services i T (20,0000

s (Increase) mexpendxtures Functlon 81 Facnhﬂes Acqmsnt;on and Oonstauctlon S A(2,000) :

FoodSew:ceFund S SRR e PR SRR
Inereasemrevenues federal programrevenues S 5_ : :: Lt o sl _:. :_._'-1_0,0()_0_

ST 2189

(Increase)mexpendltures Funotlon 35- Food Senfloes s e (10,000) _:'::_:'..15 S

DetherwceFund A S S PR o S
Increasemrevenues stateprogramrevenues AL F75000
:.(Increase) in expenditures Function 72 - Interest on Long TermDebt L R (3,000)

.. (Increase) in expenditures Function 73 - Bond Issuance Costs and Fees S e e (7_2_,_000)_:."':_:-_:__ ol _:::'f: o :

" ‘Increase in other financing sources - Capital Related Debt Issued - Gl 2,860,000

O -'Increasemother financing sources - Prennum/Dtscount on issuance ofBonds [N - '”; ‘187,498 5 SR
S ([ncrease) in other ﬁnancmg uses - Payment to Escrow Agent for Refundmg Bonds {2,978, 125) B - i O

S 69373

o CAPITAL ASSET AND DEBT ADMINISTRATION ; i
"::Capxta] Assets _

:.On May 10 2008 the taxpayers of the Dlstrtct authonzed total bonds of $41 800 000 to (1) acquire construet

e renovate and equip school buildings in the District (ii) for the purchase of necessary sites for school buildings and R

- (iii) pay costs of issuing the bonds. The District issued $29,000,000 of Unlimited Tax School Building Bonds, Series - e

2008, $4,000,000 of Unlimited Tax School ‘Building Bonds, Series 2009, $2,700,000 of Unlimited Tax School SR

‘Building Bonds, Series 2011, $1,100,000 of Unlimited Tax School Building Quallﬁed School Construction Bonds, =

', Series 2015, $1,021,000 of Unlimited ‘Tax Qualified School Construction Bonds, ‘Series. 2016, $2,500,000 of
. Unlimited ‘Tax Qualified S_chool Constructlon Bonds Senes 2017 and $1 465 000 of Unfnmted Tax Schooi___- :

S _Constructlon Serles 20]8

i 'Durmg the cunent year the General Fund mcurred eapltal outiay expendttures for HVAC umts anew roof a new e

L playground system a database upgrade a v1deo secunty system and a band mstrument i



i '-"_.The Drstrrct 31gned a constructlon contlact in. the amount of $3 351 127 wrth TCMC Commercml L P for. EURRAE R

_ " ‘construction ‘of the new baseball .and softbail field complex. Change orders of $13,764 mcreased the prxce 1o
0 1$3,364,891. As of August 31, 2019, the District had incurred $2,240,751 of the contract price. Additional costs of .

i engineering, architect fees and other additions of $217,316 were incurred during the current year.® Engineering fees ' - R

~-on this project of $126,000 were incurred in the prior year. ‘Total cost of the new complex recorded in the Caprtai B R
-Pro_lects Fund totaled $2,584,067 as of August 31,2019 and is reflected as construction in progress.  The projectis..« -
o expected to be completed in FY 2020 The Drstuct recewed $365 46’7 m donatlons toward the pl‘Oject durmg the_ S
o fcunent yeal DT T R : _ R i

i More detaxled mformatlon about the Dlstnct’s capital assets is pl esented in Note H

i At year—end the Dlstrict had $39 969 945 in bonds outstandmg versus $41 483 031 last year, . A successfui bond o

- election for the amount of $41,800,000 was voted on May 12, 2008. The District issued $29,000,000 of Unlimited -

4 ‘Tax . School ‘Building Bonds Series 2008, $4,000,000 of Unlimited . Tax ‘Schoo! Building Bonds ‘Series 2009, - .

" $2,700,000 Unlimited Tax School Building Bond Series 2011, $1,100,000 of Unlimited Tax School Building = =~ =~ .-
B Quahﬁed ‘School Constructron ‘Bonds Serics 2015, $1,021,000 of Unlimited Tax Qualified School Construction ~~

" Bonds Series 2016, $2,500,000 of Unlimited Tax Qualified Construction Bond Series 2017, and $1,465,000 of S
~* . Unlimited Tax School Construction Building Series 2018, More detalled mformatlon about the Dlsmct’s long-term_ RO PR IE

; liablhtles is presented in Notes I and } to the ﬂnanmal statements

o 2. ECONOMIC FACTORS AND NEXT YEAR‘S BUDGETS AND RATES

' }__5 'The Spnng Hzll School cormnumty is composed mamly of resu:lennal and small busmess propemes Resrdentlal SR
. -property values have shown steady increases and are expected to continue a slight upward trend in the near future.': i
' “Student enrollnent increased during the school year resulting in an increase in refined average daily attendance of i

o :_- . approximately 46 full time equwalent ‘Enrollment for the 2019-2020 school year has increased with refined average - _1-'_: - S
2 daily attendance of 1972 at the end of the second six weeks which reflects an increase of 58 full time equrvalent L
. units. **Community members approved a $41.8 million bond in May 2008 to build a new high school and to update .

= - existing facilities to meet the needs of the school district, ‘The new high school was occupled in the fall 0f 2011 and -

houses . grades nine thlough twelve The formel high school was updated during the summer of 2011, and it now o

:' **“houses the junior high students in grades six through eight, The former junior high facility was 1enovated during the :3_: &
-+ 2011-2012 school year and was occupied in June of 2012, It houses glades thiee four and five. The pumary school ERR

- g contmues to house grades px e—kmdel galten th1 ough second

.'_'The tax roll assessed/appralsed values fm 2019 2020 are $514 066 980 an mcnease of $l2 663 077 over the values B
- for 2018-2019. Despite this increase, the total property tax levy is expected fo decrease by approxnmately $200,000
".“due to a property tax rate reduction mandated. by the state leglslature ‘However, increases in ‘state funding are - .-

- expected to more than offset this reductron The .voters of the district approved the tax ratiﬁcatlon glection in .

" September 2012 which resulted in a maintenance and operations tax increase from $.1.04 to $ 1.17. However, this i 3 L
© - 'rate was reduced for 2019-2020 due to legislative action prevrousiy mentioned. An opportunity to increase the M&QO .- .1

- rate is possible under the current school finance model via futme tax, zat:ﬁcatlon electlons although the Dlsmct.- S

L ':_'; > currently has no plans to pursue thls optron S

: :The sttrrct’s elected ofﬁmals consrdeled many factoxs when settmg the 2019 2020 budget and tax rate. The budget i
./ included a pay increase of approxunately 8% for most posmons at a cost of approxnnately $992,388. - Additional -

" funds were also allocated ‘for ‘regular - instruction, “shared -service arrangements food service, securlty, and i

'-:'extracumcular ‘The district-wide approved budget for the 2018-2019 school year is $20,097,527 ‘which is an ol

“ increase of $650,940 over the original approved budget for the 2017-2018 school year. The district —w;de approved

“U T budget for the 2019-2020 s $23,502,937 which is an increase of $3,405,410 over the ongmal approved budget for
- the 2018-2019 school year, The 2019-2020 general fund approved budget is based .on the approved tax rate of . .=
© . $1.0683 for M&O and $0.50 for I&S. Together, these rates give Spring Hill ISD a total rate of $1.5683 for the 2019- - RN

. °12020 ‘year and $1.670 for the.2018-2019 year. The reduction in the M&O tax rate for the 2019-2020 year is - .

. mandated under House Blli 3. The 1ates mentloned are expected to maxnmze state fundmg under the school fmance o Rt
o -_models for each year o . : TR




N ::.CONTACTING THE DISTRICT’S I‘INANCIAL MANAGEMENT

DRSS -Th;s fmanclal report is de51gned to prowde eur cmzens taxpayers customers and mvestors and credltors w:th a o
L 1_'general overview of the District's finances and to show the District's accountability for the revenue it receives. I you .=~ =
s Chave questlons about this report or need additional financial information, contact the Dlstrlct‘s busmess ofﬁce, at ;'i: SR
RN .Sprmg Hﬂl Independent School Dlsmct 3101 Sprmg HIH Road Longwew, Texas ' : A







o -'--Codes'f'.; e

1580 . Construction in Progrcss ;'_ [
1000 0 Totai Assets - L

DEFERRED OUTFLOWS OFRESOURCES SRR
1701 - Dcferred Chargefochﬁmdmg SRREPEEEEITA

o110 Accounts?ayable T R T

. 2300 Unearned Revenue 000

i 2501 - Due Within One Year .

: 2000 .. Total Llabtllllﬁs

"% 12602 Deferred Inflow Gain for Refunding

2606 Deferred Inflow Related to TRS OPEB

SPRING HILL INDEPENDENT SCHOOL DISTRICT
' STATEMBNT OF NET: POSITION
AUGUST 31,2019

i pate s B _: R R anaryGovcmmenl

" Control

. Govemmcntal
* Activities

" ASSETS

“7+'1220 - Property Taxes - Delmquent RSN
$:1230 Ailowancefor Uncol!ectlblcTaxes SR
" 1240 Due from Other Governments .~ -
" 1267 - Due from Fiduciary Funds -~

. 0011290 Other Recewablcs th :
=0 1300 -Inventorws

-:-1410 ~Prepayments .-

Lol Capital Assets

U510 Land
201520 00 Bulldmgs and Improvements Net
“+.'1530 . Fumiture and Equipment, Net

1110 ;Cashand Cash Equlva!ems e 520,542
11120 " Current Investments SR R T R e e ) B3 B T
265,318 S
12,034y
U LA51,759
CULAR060
13,782
§aads

109 906 L

L 1501784-_'
401447430
CUULAGLEL

57,619,465 ¢

"1705." Deferred Outflow Related to TRS Pension L

CLEaT463
2,527,508 <
1,001,322 0

1706 Deferred Outflow Related to TRS OPER "' . ©

: ..:::_1700 B Total Dcferred OutﬂmVS of Resources :f_'
' L]ABILITIES SRS : s : )

2140 - Accrued Interest Payabié
" 2160 - ‘Accrued Wages Payable

- Noncurrent Llab:imes

L2502 DucmMoreThanOneYear i R TR RI R RE
12540 . Net Pension L:abillty (District's Sharc) R Sl

5,356,293 o A

2629810
960
: 963669.':__.'_--'..__ Sk
a2

1546000.'-.':'-' AN
S 41,230,620 G
4,097,644 0
5,970,659

2545 S th OPEB Liability (Dlstrlct s Sharc)

It DEFERRED INFLOWS OF RESOURCES

12605 - Deferred Inflow Related to TRS Pensionu SHE [N

...:_5.4,191’955 2

L4645
o amsaed

'_'2600 Total Dcfcrred Inﬂows of Rcsouroes EREEREE T
NETPOSITION ' R

. _-3200 :_Netinvestmentm Caplta] Asscts S

7173820 . Restricted for Federal and State Programs_'-._'; SRR

.+ 2 3850 :‘Restricted for Debt Service . St N R T

..*" 3870 - Restricted for Campus Actmtlcs L
"'-'3900---Unrcstrlcled R LN SRR

2097875

IA708,423. 0
Lo 220,927 0
1,433,532 o
Lasp000
C(1,226,954)

i 3000 - Total Net Posmon "::' -. . o .':ﬁ.-.: o : ' ‘3

R : Thc notes to lhc fmanc:al statcmcnts a_rc an m!cgral part of thls statemcnt
: . . . : : 14 s

6,585,928 -

© BXHIBITA-




SPRJNG I—IH_.L INDEPENDENT SCHOOL DISTRICT
' - .STATEMENT OF ACTIVITIES - '
F OR THE YEAR ENDED AUGUST 31 20 19 o

i 1
2

RO
SRR 11
33
L34

SR
sl
s2

a

"'.":;_Data

= “Control

Program Revenues

- ‘Revenue and

_“Changes inNet .

(1. Position

: Ci:arges for
“Services .

LU Expenses il

1
Operatmg
G_ra_nts and .’

- Contributions * -

“Primary Gov,

Governmental .-
i Activities

- anary Government

GOVERNMENTAL ACTIVITIES
Instruction -

.Instructlonal Resources and Medla Se1 vices -
213
School Leadership -

~Health Services .0 .
- Student (Pupll) 'I‘1 anspmtatlon
‘Food Services
‘Extracwricuiar Act1v1t1es
-General Administration -

236

j-Secunty and Momtormg Serv1ces
~Data Processing Services -

-Commumty Services . '
‘Debt Service - Interest on Long-Tenn Debt
Debt Service - Bond Issuance Cost and Fees

n
73

'Other Inter govemmental Charges _ G
[TP} TOTAL PRIMARY GOVERN’MEN’I‘ B

- 'Data
S Conlml s
27 Codes
SRR Taxes

.:Cumeulum and Instructlonal Staff Development ;:_- [

.Guldance Counselmg and Evaluatlon Serwees ; : S
20083260

Facilities Maintenance and Operations > SRRT

;Payments Related to Shared Ser\qces Arrangements .

ﬁ_._':$; 11299517 $

351,631 o
347,356
"-.:'_;1,261_,037_ L
_"373,’721

G 905,777 R
C8sAETL

129,951
322304 0
So25060 T

1,366,832

o9
Cdesar

17112,671

242,088

9949

$ 1588930

29452
Peln :_-'-__:23 320
N :98,3_94-_*_'“. ::
ERTERNS IR ) R D L B
5 SR R 3,250 5
516,256 i L

LR IITEN35238
618,039
59,718
40,227
o 726;_-

$ '(.9.‘7I.()5.87.)"?_'-.:3::-:-'-:E":
(22,179)
(U006

;(; 162,643) -

- (97247 B

$ 21,670,731$ 3

' General Revenues:

31,490 '§

2,634,479

MT
LT

Looee
o

o TR (. Teta! General Revenues & Speual Items

-~ Property Taxes, Levied for Debt Service -
Grants and Contr:butlens not Restl Icted '
~Investment Earnings . . '
MlseelIaneous Local and Intennedlate Revenue

NB

_ Change in Net I’osmon e
'::-NBIPOSIHOH Begmmng ' '

CUNB Net Posxtmn»Endmg

The notes to the fmancxai statements are an mtegrai part of thss statement
o . : : 1 5

Propérty Taxes Lev1ed for General Purposes B

L 628,076

o

L $ 6585928

(342,602)
CU156,473)
(481,018)
S -'(45,690) S :
o (L150,786) o
814444y
C(1,946,651)
e - Cr(129,950)
e as0s1 S
L T 25 ,261)
P (1 366,832) e
(69,199) .
C(46542) T
i (112,671) 0

(18704812)

samennn
2,343,199 e
302,132

: Specml Item—Loss on Dlspesmon of Capital Assets S 5,350) B

20475918



o EXHIBITC .

BER _'_'.'.'{‘o'ta_l_."' BROAE

- Other - V- Governmental -

TEo§ 520,542
0,537,562 s
e (T2,034) e T e
TL 65,269 1 L8759
SoU48,060 90,173 o

52345 s34
T 109,906

370,827 $ 11,969,353

S ;2285 063669

e 13284

o em ewse

S 1453218

LT 1,000,000 0

SR 150,000
e a3 3e s e
S 75,637 0000 03,381,996

G 1meaer
- 2465967

370,827 8 11,969,353 . -




SPRING HILL INDEPENDENT SCHOOL DISTR]CT L

STATEI\(iENT OF NET POSITION
AUGUST 31, 2019 S

R.ECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO THE R R AT

. “accrual basis of accountmg to accrual basis of accounting. ‘These include recognizing

Total Fund Balances Govemmental Funds EUMEL A

S5 -"-i Caprtal assets used m governmental actrvrties are not ﬁnaneral resomces and therefore are not

~ reported in governmental funds. At the begmmng of the year, the cost of these assets was.
-'$64,631,778 and the accumulated deprecratron was ($20,262,809). In addition, long-term -

Er -_-.10 464,884

| (3 L 543)

Ilabrhtles mcludmg bonds payable are not due and payable in the eurrent period, and, therefore._f:‘_.'-' ; . .'ﬁ.-: S

S are'not reported as liabilities in the funds. At the beginning of the year, these longterm .~ |
habrhtres totaled ($44,400,512). The net effect of including the begmnmg balances for caprtal

assets (net of depreciation) and long-term debt in the governmental activities is to. (deerease) net AR e

posrtron Note Begmrnng Balances related to TRS are NOT mcluded in thls amount

B :.2 Current yeal caprtal outlays and long term debt prmerpal payments are expcndrtures in the fund o v

» financial statements, but they should be shown as increases in capital assets and reductions i in:

long-term debt in the governrnent—wrde financial statements. - The net effect of rncludmg the : G

. : 2019 capltal outlays and debt punclpal payments is to 1nc1ease net posmon

' "3 Included in the 1tems 1elated to debt is the recogmtlon of the Drsn ret's ploportronate share of the S (1,845,300) |

'net pension liability required by GASB 68. The net position related to TRS included a Deferred : i

. Resource Outflow in the amount of $2, 527 508, a Deferred Resouzce Inﬂow in the amount of .

. $275,164,and a net pensacn hablhty in the amount cf $4 097,644. Ttns resulted in a(dccrease) :_31 Sl

: oin net posrtlon

-4 Included in the 1tems related to debt is the reeogmtlon of the Drstrrct's proportronate share of the .-

net OPEB liability required by GASB 75. The net position related to TRS included a deferred -~ Gl

~resource outflow in the amount ef $1,001 322 a defened resource mﬂow in the amount of
$l 888 066, anda net OPEB llabllrty in the amount of $5 970 659 Thrs resulted ina (decrease)

SR mnetposmon

e o '5 The 2019 depreclatron expense 1ncreases accumuiated depreclatron The net effect of the current

yea1 's dep1 eclatlon 1s to (decrease) net posrtron

L6 Var ious other reclassrﬁcatrons and ehmmatrons are necessary to convert fr om the modrﬁed

C666340)

St .'_-unavallable revenue from property taxes as revenue, reclassifying the proceeds of bond sales as S

s Can increase in. bonds payabie ‘and recognizing the liabilities assoclated with ma‘rurmg long- term
o :debt and mterest The net effect of these 1eclassrﬁcat10ns and recogmtlons rs to 1ncrease net
pDSlthﬂ _:- FIERE N SRS LR ; B SR

19 Net Posmon of Governmental Actmt:es s

- 'The notes to the financial statements are an integral part of this statement. =~

g e




5 Other 72 Governmental

e “Funds .- Funds_._-;'-':_-___-..' . :

oAl o0maeM

L3333 1640947
L4790 22898160

Cooamsen oulzrge

L U8I7,786 . TU9.733992 o

EEREEAT .. : _':12_93’05_5__'._'__-:_:_' T LS

6121 1,080,290 0
SRR - _':319,925_.- . PR

782,246 0 0791,505

R TR L
e 202634

o L :._-_:279,621
CLET 23,182

e 1469000
RN 376,097 00

RIS i l1zen

CLTIT6 23399756

T ams . oolwe

B R N R
el ARTA98
R CUR VL) R
L 2,978,125)

Cenes @3

229,536 0 10,897,107

296564 § 10464884

o S



3 " sPriNGHILL INDEPENDENT SCHOOL DISTRICT " EXI-HBIT c 4.
RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF REVENUES, EXPENDITURES S
: - AND CHANGES IN FUND BALANCES TO THE STATEMENT OF ACTIVITIES. R
: FOR THE YEAR ENDED AUGUST31,2019 SR

o Total Net Cllangem Fund Balances Governmental I‘unds i Coan i o $ (432 223) =

G ;.-Current year caprtal outlays and long—term debt puncrpal payments are expendrtures in the fund - .: 4 458 596 3 s
. financial statements, but they should be shown as increases in capital assets and reductions in long— i o
term debt in the government-wide financial statements. The net effect of removmg the 2019 '

i R -_'-caprtalontlays and debt prmcrpal payments is to mcrease net posrtlon

- basis of accounting to accrual basis of accounting. These include recognizing unavailable revenue,

Deprecratlon is not recogmzed as an expense in govemmental funds since 1t does not requne the use - S ('1_,"666,'3'40)' o i
o of current ﬁnancral resources. The net effect of the current year 's deprematron is to (decrease) net B PO R T
.___.posmon : : : R : RPN NI B L o

o :':-Vauous other 1eclassrﬁcatlons and ehmrnatrons ale necessary to convert from the modrfied acctual . : "(4._2_','5_33) _ o

" from property taxes as revenue, adjusting current year revenue to show the revenue earned fromthe = 1o

G .-Eendmg net posrtron to increase by $267,083. Contributions made before the measurement date and |

current year's tax levy, reclassrfymg the proceeds of bond sales, and recognizing the lrabrhtres
. associated with maturing long-term. debt and mter est The net effect of these 1eclassrﬁcat1ons and
5 recognrtions is to (decrease) net posrtlon - L REEERY :

; '_'-':GASB 68 requned that certam plan expendrtures be de expended and reco1ded as deferred resoulce s (420,172) i o
“ . outflows. These contr 1but1ons made after the measurement date of the plan caused thechangein . i i

- during the previous fiscal year wete also expended and reco;ded as a reduction in net pension .

'_-habrhty This cause a decrease in net posrtion totaling ($250,787). Finally, the propornonate share of
- the TRS pension expense on the plan as a whole had to be recorded. The net pension expense -

L ': v :decreased the change in net posrtron by ($436 468) The net result 1s a (decrease) in the change 1n
"_-___:netposrnon ' ' i LTRSS RS SRS _

' : IGASB 75 requued that certaln plan expendltmes be de expended and recorded as deferred resource | : ::_; . (126,222) : -

: §'_.-.'-outﬂows These contr rbunons made after the measurement date of the plan caused the change in S
.. ending net posrtron to increase. by $85,310, Contrlbutrons made before the measulement date and

i during the previous ﬁscal year were also expended and recorded as a reductron in net OPEN e R
- liability. This-cause a decrease in net position totalmg (882, 496). Fmally, the ploportronate share of 1

" the TRS OPEB expense on the plan as a whole had to be recorded. The net OPEB expense decreased SRR

g he change in net posmon by ($129 036) The net result 1s a (decl ease) in the change in net posmon

* ' Change in Net Position of Governmental Activities . F 7106

" "The notes to the financial statements are an integral part O:fl.hi_s statement, ©



“SPRING HILL INDEPENDENT SCHOOL DISTRICT - 0
'STATEMENT OF FIDUCIARY NET POSITION. '
RS L FIDUCIARY. FUNDS -
i AUGUST 31,2019

CAgeneyt i
CFunds o

ASSETS

i 'ZCash and Cash Equlvaients . £180,754 i

e

TotalAssets N 18{)754 e

R

i _' LIABILITIES

mHmTE)

.:_Due to StudentGroups ._ _. ) 132,694 _. S
Total Llablhties 53- i _ L SR R $ : ..'.'1'8(.),7.54 SR SR

'_.'T_he_ :n_o_tés't_o thé._ﬁnanci_al stat'e_ment's'_éré an i_ntégral paff of this__sté_temeht_. i | SO




SPRING HILL INDEPENDEN’I‘ SCHOOL DISTRIC'I_‘
NOTES TO THE FINANCIAL STATEMENTS B
~ YEARENDED AUGUST31,2019.

' _' : NoteA Summary of Signlficant Accountmg Policie . '

: :'_-._Sprmg Hr!l Independent School Distrrct (the “Drstr1ct’) isa publle educatlonal agency operatmg under the apphcable i
- laws and regulations of the State of Texas. ‘Tt is governed by a seven- ~member Board of Trustees (the. “Board") elected by = *

* . Tegistered voters of the District. The District prepares its basic financial statements in conformity with generally accepted = L

- " accounting prmcrples promulgated by the Governmental Accounting Standards Board ¥(GASB)™and other authoritative

7 sources identified in Statement on Auditing Standards No. 76 of the American Institute of Certified Public Accountants; = SRR

_ ~oand it comphes with the requirements of the appropriate version of Texas Education Agency’s Financial Accountability SR PR
. System Resour ce. Gmde (the “Resource Gurde”) and the requrrements of contracts and grants of agenc1es from whlch rt_i_-i'.' RIS
' ".ﬁ-recelvesfunds o RS S IR : BE S : . RS SNT

5 Pensmns The ﬁduerary net posrtlon of the Teacher Retrrement System of Texas (TRS) has been determmed using the__'.'_: v i s

flow of economic resources measurement focus and full accrual basis of accounting. : This mcludes for ] purposes . of i

i ‘measuring the net pension lrabrllty, _deferred outﬂows of resources and deferred inflows of resources related to pensions, = - i

"o pension expense and information about assets, liabilities and addmons to/deductions from TRS's ﬁdumary net position. -
- Benefit payments (including refunds of employee contrrbutmns) are reco gmzed when due and payabie in accordance w1th i SR
';____the benefit terms. Investments areleported at fau vaiue . iR : B T E

e :Olhe} Posr—Emponment Benef 13, ’I‘he ﬁducrary net posrtron of the Teache1 Rettrement System of Texas (TRS) TRS Care _: At G

- Plan has been determined using the flow of economic resources measurement focus and fult accrual basis of accounting. "

- “This includes for purposes of ‘measuring the net OPEB liability, deferred outflows of resources and deferred inflows of - '

" resources related to ‘other. post—employment “benefits, OPEB expense ‘and . mformatron about assets, lrabtlltres and EEAAAE

g ::-addrtlons to/deductions from TRS Care’s fiduciary net posrtlon Benefit payments are recognlzed when due and payable L S

e ‘in accordance wrth the beneﬁt terms 'I‘here are 1o lnvestments as th:s isa pay-as you-go plan and all eash is held in a_:_ e

. cash accouat

S Reportmg Elltlt}[ - i

v 'The Boald of School Tmstees has governance respons;brhtres over all actrvrtles related to publlc elementary and

B secondary education within the jurisdiction of Spring Hill Independent School District. The members of the Board .

- of Trustees are elected by the public; have the authorrty to make decisions, appoint administrators and managers, and
- significantly influence operations; and have the primary accountability for fiscal matters. The District is a financial: > i
~-* Teporting entity as defined by the GASB in its Statement No. 14, “The Financial Reporting Entity.” ‘There areng ...~ . "
- component units included within the reponmg entity. The District receives funding from loeal state and federal S

3 _' _: govemment sources and must comply w1th the requrrements of these fundmg source entrtles

: 2 '..Govemment-WIde and Fund Fmanclal Statements e

L 'The Statement of Net Posmon and the Staternent of Actlvrtles are government—wrde ﬁnancral statements They report : g SR
information on all of the Spring Hill Independent School District nonfiduciary activities with most of the interfand '

L activities removed. Governmental activities mclude pr ograms supported primarlly by taxes State foundatlon fuuds ki
' '-grants and other mter govel nmental revenues.. : : : .

HE The Statement of Aetmtres demonstrates how other people or entmes that parttcrpate in programs the D:strlct SRR I

s operates have shared in the payment of the direct costs. The "char ges for services" column includes payments made

: _::'_ ‘by parties that purchase, use, or directly benefit from goods or services provided by a given function or segment of - SR
' the District. - Examples include athletic évent revenue, school lunch charges, efc.” The "grants and contributions® =" . 1.
" “column ‘includes amounts paid by organizations outside the District to help meet the operational “or - capital . S

g requrrements of a given function, Examples include grants under the Elementary and Secondary Education Act. 'Tf -

© @ revenue is not a program revenue, lt isa general revenue used to support all of the Dlstr;ct's functrons Taxes are - SR

'always general revenues, - ;




_ _' jInterﬁrnd actwrtaes'hetween 'go'\iernrnental funds appear as due to/due froms 'on' the Gouemmental Fund Balance : R
..+ Sheet and as other resources and other uses on the Governmental Fund Statement of Revenues, Expenditures and N
" Changes in Fund Balance. ‘All interfind transactions between. govemmentai funds are ehmmated on the government-. 00

" wide statements. Inferfund activities between governmental funds and ﬁducrary funds remain as, due to/due ﬁoms on (R
" j-the govemment—wzde Statement of Actlvrtles I R SN - o -

T he fund financrai statements prowde reports on the ﬁnanclal eondrtlon and results of operatlons for two fund R T
. categories — govemrnental and fiduciary. - Since the resonrces in the fiduciary funds cannot be used for District @ i
PR 'operattons they are not included in the govermment-wide. statements. -The District considers some govermnentaI g
[ funds ma]or and reports thelr financral condrtron and aesults of operatrons ina separate column R

. -._Measurement Foeus. Basm of Accountmg. and Frnancrai Statement Presentatlon G

g : The govemment—\wde ﬁnancral statements usc the economlc resources measurement focus and the accrual basrs of S .

i ‘accounting. Revenues are recorded when earned and expenses are recorded when a liability is incurred, 1egardless of

* the timing of the related cash flows. ‘Property taxes are recognized as revenues in the year for which they are levied. -

B Grants and srmllar :tems are. recogmzed as revenue as soon as all ehglbrhty requtrements nnposed by the provrder . i

B 'have been met.

'-'-_Govemrnental fund ﬁnancral statements use the eunent fmanclal resources. measurement focus and the modlﬁed B
- acorual basis. of accounting, ‘With this measulernent focus, only current assets, current liabilities and fund balances © 0
.., are included on the balance sheet, Operating statements of these funds present net increases and decreases i in current - SR
L assets (1 €., revenues and other fmancmg sources and expendltures and other ﬁnancmg uses) R '

o The. anodtﬁed accruai ba31s of accountmg recogn;zes revenues in the accountmg perrod in whrch they becorne both N

*_measurable and available, and it recognizes expendrtures in the accounting period in which the fund liability is - S

"+ incurred, if measurable, except for unmatured interest and prmmpal on long-term debt, which is recognized when o e

v dune, The expenditures related to certain compensated absences and claims and judgments are recognized when the w0l :

~obligations are expected to be liquidated with expendable available financial resources. ‘Revenues are consrdered to

'be avallable when they are collectable 1f thcy are. collectlble wrthm 60 days aﬁer year end

3-Revenues from loca! sources consrst prtmartly of prOperty taxes Property tax revenues and revenues recerved ﬁorn .

o the State are recogn;zed under the susceptible-to-accrual concept, that is, ‘when they -are both measurable and -
- available. * The District coasuiers them available if they will be collected within 60 days of the end of the fiscal year. < = 0

R 'M:scellaneous revenues are recorded as revenue when received in cash because they are generally not measurable R
L -untd actually recewed Investment eamrngs are recorded as earned smce they are both measurabie and avarlable

-'.'_'Grant funds are consrdered o be eamed to the extcnt of expendltures rnade under the provrsrons of the grant SRS
- Accordingly, when such funds are received, they are recorded as deferred revenues until related and authorized =
L --rcxpendrtures have been made. - If balances have not been expended by the end of the prolect pertod grantors rnay SIS
U 1equ1re the DlStl‘lCt to refund all or part of the unused arnount o . ; R

The Flductary Funds are accounted forona ﬂow of economtc resoui ces measurement focus and utlhze the accruai L :
. -basis of accounting. “This basis of accountmg recognizes revenues in the accounting period in which they are eamned

~and become measurable and expenses in the accounting period in which they are incurred and become measurable. - L

B -~ 'Agency Funds apply the accrual basis of accounting, but do not have a measurement focus. With the flow of economic L

" resources measurement focus, all assets and all llabthtles assocrated w1th the operatron of these funds are. mciuded S

.' on the fund Statement of Net Posrtlon

'._'.:Fund Accountmg

o .The Drstrlct 'S accounts are orgamzed on the basrs of funds each of whlch is consrdered to be a sepalate accountmg :.: : 5
 entity. ' The operations of each fund are accounted for by prowdmg a separate set of self- batancmg accounts whlch SRR

' '_are comprtsed of each fund $ assets hablhtres equlty, revenues, and expendrtures or expenses S




The Dlstrrct reports the followrng major governrnental funds. B o

s o General Fund ThlS fund is estabhshcd to account f01 resources ﬁnancmg the fundamental operauons of the Drstuct 3
" in partnership with the community, in enabling and metivating students to reach their full potential, “All revenues .-

- and expenditures not required to be accounted for in other funds are included here. This is a budgeted fund and any b _' : o
" fund balances are considered resources available for current operatrons Fund balances may be appl oprlated by the R s
- Board of Trustees to 1mplement ns responsabrlrtres RO SIS RN R R EREI

o Debt Servrce Fund Thrs govemmental fund is estabhshed fo account for payment of prmc;pal and mterest on long» S

“term general obligation debt and other long-term debts for which a tax has been dedicated. This is.a budgeted fund

© .and a separate bank account is maintained for this fund. Any unused smkmg fund balances ale tlansferred to the:- : o

R : -General Fund after a]l of the related debt obllgattons have been rnet

- _ Caplta} Pr o_]ects Fund ThlS ﬁmd is estabhshed 1o account for proceeds ﬁ‘om long-term debt ﬂnancmg and revenues ' s L g
B and expendltures related to authorlzed constructron and other capital asset acqulsmons : i

t _-.Addltlonally, the Dlstrlct reports the followmg fund types
G : Governmental Fund Type .

e Speclal Revenue Funds The Dlstrlct accounts for 1esources restrrcted or commrtted for speclﬁc purposes by the e
-.+7: District or a grantor ina specral revenue fund. Most Federal and some State financial asmstance is accounted for in - ST

Ciiia Specaal Revenue Fund. Unused balances may be required to be returned to the grantor at the close of specified "
R ._prOJect periods.’ The Food Service fund is the only required budgeted fund, ‘For all other. funds in this fund type o L
TS pr o_|ect accountmg is employed to mamtam mtegrlty for the vauous sources of ﬁ.lnds It

-.'_'Cash Egmvalcnt

: '-'-'."Flducwry Fund Type s

".'Agency Funds The Drstrict utrhzes Agency Funds o acccunt for resources held for others in & custodlal capaclty .
'{Fmancnal resources for the Agency funds are recorded as assets and liabilities; therefore, these funds do not include - SRl
revenues and expendltures and have no fund equity The Drstrlct s Agency Fund is the Student Actrv:ty Fund :-::"; SR

; ;_The Dzstrlct consrders hrghly quuld mvestments to be cash equivalents 1f they have a maturrty of three months or 'j SR
L less when purchased R . : : e SRR .

Investments

R ".Investments are recorded at fau' value Fair value is the amount at wluch a ﬁnanclal mstrument could be exchanged i s
Cokin a current trausactron between wrlhng partres other than ina fo: ced or ltqutdauon sale o '

5.'Inventorles ;' o
All 1nventor1es are valued at cost usmg the ﬁrst mfﬁrst out (FIFO) method The Dlstrrct records purchases of supphes S

" as expenditures, Tf any supplies are on hand at the end of the year theu' total cost is recorded as mventory and the_ RUES o
fund balance is reserved for the same amount BN S - : S :

. _5 '.Pregald Item

- _:_':_Certam payments fo vendors reflect costs apphcable to future accountmg perrods and are recorded as prepa;d 1tems S
~:25in both the govenunent-wrde and fund ﬁnancral statements Prepaid 1tems are charged 1o expendrtures when S
Do '. .'Consulned . Ll S : L .




o Capltal assets whloh mclude land bultdlngs and 1mprovements furnntule and equrpment are repoﬂed in the P ERRA
. applicable. governmental columns in the government-wide financial. statements. - Capital assets are defined by the "

_ District as assets with an initial, individual cost of more than $5,000 and an estimated useful life in excess of one .
““year.. Such assets are recorded at historical cost or estimated historica} cost if purchased or oonstlucted Donated Ry

B Asset Cagltahzatlon and Usefui lees G

o 5 -..capltai assets are recorded at estlmated falr market value at the date of donatron

s The costs of normat mamtenanoe and repalrs that do not add fo the vaiue of the asset or materlally extend assets hves e

R are not cap1tahzed Major outlays t"or capltal assets and 1mprovements ate capltahzed as prOJects are constructed

._'-Buildmgs and 1mprovements fumlture and equ1pment of the Dlstrtct are deprecrated usmg the stratght—llne method_; | :3_.:
s over the followmg estlmated useful hves : o REDE R R s

: 11 Long—Term Deb

o

' Assets : YearS SRTH
:_'Butldmgs R : 50 i
i Buttdmg Improvements P 20 N5 : AR
' Vehlcles and Eqmpm.ent B R

_.Comgensated Absenee L

' -'_":.ZIt is the D1strlct's poltcy to pemnt employees to accumulate Up to 30 days of unused leave An employee who has BRI
“accumulated the maximum 30 days of local leave is not ehglble for days beyond the mammum Employees are not dn
_ pald fm thls leave upon rettrement AT : ; SR _ . N

ZIn the government-wrde ﬁnanelal statements 1ong—term debt and other Iong term obhgattons are reported as. - L
. liabilities in the apphcab]e governmental activities. Bond premiums and discounts are deferred and amortized over ©* -
" the life of the bonds using the effective interest method. ~Bonds payable are reported net of the applicable bond - .
© . premium and discount.” Bond issuance costs are reeogmzed as expenses in the current period, In the fund ﬁnanetal RN DR
. statements, governmental fund types recognize the face amount of debt issued plus the net amount of premiums and G
., discounts as other ﬁnanemg sources in the eurrent perlod Bond issuance costs are reeogmzed as expendltures in the_ SO R
s _current penod : i R : ; - L

Deferred Outl'lOWS of Resources and Deferred Inflows of Resources S

g In addttlon to assets the statements of ﬂnanclal posmon (The govemment-mde Statement of Net Pos;tlon and : e

' governmental funds Balance Sheet) will sometimes report a separate section for deferred outflows of resources, This

. separate financial statement element, deferred outflows of iesources, represents a consumption of net position and/or - 5 PIE
< fund balance that apphes to one or more. future penods and S0 w1ll not be recogmzed as an outﬂow of resources . OTREIERN

i ; '_'(expense/expendltnre) unttl then

. 'In addatlon to hablhtles the statements of ﬁnanelal posmon wzll sometlmes report a separate sectlon for deferred 5 e ':
o inflows of resources. - This separate financial statement element, ‘deferred inflows of resources, represents an SRR ANE ]
“‘acquisition of net posmon that applies to one. of more future periods and 50 wxll not be recogmzed as an mﬂow of R R

© -resources (revenue) untll that tlme Hie

C260




13 Fund Egultx

- f ;.The Governmental Accountmg Standards Board (GASB) has 1ssued Statement No 54 Fund Ba!ance Repoz tmg and S
" Governmental Fund Type Definitions (GASB 54), This Statement defines the different types of fund balances thata -~~~ =
.. governmental entity must use for financial reporting purposes. ‘GASB 54 requxres the fund balance amounts to be. oo
B _prope1 ]y reported wrthrn one of the ﬁrnd baiance categones as foliowrng SRR RS R SR

s Nonspendable fund balance - represents amounts that eannot be spent because they are erther not in spendable form ' BRI
i (such as mventory or. plepards) or. legally requued to remain mtact (such as notes recer\rable or prmcrpal of a_ R AN
3.permanent fund) R R : N R IR : :

o . 'Restr rcred fand balance represents amounts wrth external constramts placed on the use of these resources (such as : SRR
- "debt covenants, grantors, other governments, etc.) or unposed by enabhng leglslatron Restrrctrons may be changed_' DR
Cor hfted on]y wrth the consent of resource provrders S __: : IR S . : .

R Commrtted ﬁmd balance represents amounts that can only be used for specrﬁc purposes 1mposed by a forrnal actron R R TR
° . of the District’s highest level of dee;smn—rnakmg authorlty, the Board. Committed resources cannot be used forany . =
D '.--'other purposes unless the Board removes or changes the specrﬁc use by takrng the same. formal actlon that nnposed i Sl
i the constralnt orrg;na]ly S S ERRE LI i : e

L _-'-'_.Assrgned ﬁmd balance— 1epresents arnount the Drstrret mtends to use for specrﬁe purposes as expressed by the Board R
~or an official delegated with the author;ty The Board has delegated the authorlty to assrgn fund balances to the BRI e
.Supermtendent Ol‘hlS desrgnee L S _ s RN

= SR ._Unassrgned ﬁrnd ba!ance = represents the res1dua1 classrﬁcatron for the general fund or deﬁcrt balances in. other : 3'_ S

BN - :In crrcurnstances where an expend1ture is to be made for a purpose for whlch amounts are avar]able in multrple fund s : B i -
" balance ‘classifications, the order.in which resources will be expended fis as follows: . restracted fund balance_ Sy
---'.:com]mtted fund balance assrgned fund balance and then unassigned fund balance

e .Cornmrtted Fund Balauce Constructron totals $1 000 000 for future constructlon repaars and deferred LR
‘maintenance. R AR
Committed Fund Balance Caprtal expendxtures for equrprnent totals $i50 000
"~:Committed Fund Balance - Self Insurance totals $43,379, . .
©: Committed Fund Balance Other Commrtted Fund Balance totals £t 00 000 for cumculum upgrades L
' Committed Fund Balance Other Commltted Fund Balance totals $3 206 359 for budget stabrhzatlon (60 L
days of operation). . _ . Gy
. Committed Fund Balance Carnpus Actrvrty Funds totals $75 637 ST e
SR T -_AsSIgned Fund Balance Other Asslgned Fund Balance totals $189 491 DR




14 Workers’ Comnensatlon Plan A

o "_Sprmg HlIE Independent School stmct entered mto an agleement w1th the Texas Edueatlenal Insurance Assomatlon_ ST
o, self-fund their workers' compensation plan in 1991. The agreement is administered by Claims Administrative -

1. ‘Services, Inc. Prior to audit, the fixed cost amount for the District was $21,441 and the loss fund maximum was = =07
. :$53,934, "The loss fund amount is for Sprmg Hlll Independent School Dlstnct's claims and for clalms of other group S

L 3members in excess of thelr ioss fund maxunum

. Unpaidclaimsat 148 020049 zem oy 7304 Y e R e ) R 36774' T

I ':_ The Workers Comp Plan Statement of Change in Llablhty 1s as foilows DR

991201 - 1om3 14 1415 _' 15/16 Caent ks wsne o Tota]

-Incurred Clabms: :

v Prowsuons for msured events

ofthoumentyear o e e

i Increases (deereases)mprows]on for Sl i

msuredeventsofthepnoryears (3,24&) R "t]) L e P 4472 I R ._:1.,9.87. Son

AR *Totalmcunedclauns o TRy (M - 764 7 4RI e 21440 29427

A Payments .
" Claims ettrtbutableio msured events R

" Total payments i 780 . - 4451 653 12 . 4469 . - . 8203 . 18568 ..
Totalunpaldeialmssfsllm TG 0RL 2,673 (AAS0) . 7.015 . 6220 - 18 (1) - 19,237 - 47,633 v

. ofthecurrentyear T _. .. _. ..: .:_ . o 8 .. : ; : : -. ..: : : '.:-8.,203_ '_..:'8_’2(?3 ; Lok
C!almsatmbutablelomsuredevents I T T T T e T
oftheprioryears ~~ 0L T U780 L U AS] 653 2 4469 e 0,368

S Mmlmum amount to beencumbered PR

._ i “Caleufation of this amount ellows SERE '
©" " for estimated claims Incurred But -

- NDtReporl_ec_i(IBNR) '4,983 Cilnesy '3,326 : :2,346 ) """11,283 "-'-9,271 Tiliggar asse

i The Dlsmct has commxtted ﬁmd balance totalmg $43 379 for the estimate of unpaid clalms at August 31 2019 in the”;' ; RER TR

i Govemmental Fund Fmanciai Statements

3 'Durmg the year ended August 31 2019 employees of Sprmg Hlli Independent School D1stnet were covered by a f. S
**‘uniform statewide health care program for public education employees The District contributed $250 per month RN
- towards employee health insurance, which includes the $75 which is reimbursed by the state, per employee Lo
- Employees, at their option, may authorize payroll w1thholdmgs to pay the remaining balance of the premium for -
- employee coverage and/or dependents. All premlums were paid to the statewide health care program based on the . -
“coverages selected by the employee. - Any remaining portion of the District contributmn is retained by the District.

Health Care CO"el‘age S

..+ The Plan was authorized by House Bill 3343 and is administered by the Teacher Retirement System of Texas (T RS).

- “'The TRS board approved the selection of Aetna as the health plan administrator and Caremark as the pharmaey o Sl S
;beneﬁts manager for TRS ActlveCare The mlmmum contnbutlon alIowed is $225 i o



16

Rlsk Management Clalms and Judgments i L

: In the normal course of operatrons the Drstrret is exposed to rrsks of loss from a number of sources rncludmg ﬁre s

e ;:and casualty losses, ‘errors or omissions by board members and employees, ‘and injuries to employees during the

.course of performing their duties. "The District attempts to cover these losses by the purchase of insurance. Significant i

o :'- losses | are covered by commelclal insurance for property and liability programs. The Disirict entered into an - S
s -_'.agreement with the Texas Educatlonal Insurance Association as administered by Claims Admmrstratrve Services for . RN
. their workers' compensation plan, - The Drstrlct partrcxpates in the State Adrnmrstered Plan TRS Actlve Care for S

: : employee health insurance coverage

e For msured programs there have been no srgmﬁcant 1eductrons in 1nsurance coverage Settlement amounts have not o

o '-.';exceeded msurance coverage for the current year or the th1 ee pl‘lOl‘ years EETERE RIS

i .In mana ement’s estrmatron there are no current loss clanns that exceed the maxunum eovera e or an materral &t
2 _ .

: When the Drstrlet 1neurs an expense for whlch 1t may use elther restricted or umestrrcted assets rt uses the restncted S
= '_assets ﬁrst whenever they w1ll have to be returned 1f they are not used : - -

': .School Drstrrets are requued to 1eport all expenses by functlon, except certam md;rect expenses Genelal_"-
- administration, data processing service and other 1ntergovemmental charges functions (data control codes 41;53and

R 99, respectrvely) mclude expenses that are mdnect expenses of other functrons “These mdrr_ect__expenses are not .
Lo allocatedto other funct;ons o . S S

o ":'The Data Control Codes refer to the account code structure prescrrbed by TEA in the F mancra] Accounfabrhry System R

- Resource Guide, Texas Education Agency requires school districts to display these codes in the financial statements .~ .

wo filed with the Agency in order to msure accuracy in bulidmg a statewrde data base for polrcy development and PSR SEE
e '_'fundmg plans S . : : : . '

B junt‘unded cialm benefit obhgatlon for the self~funded pr ograms

_"Restrrcted Assets R

:Data Controi Codes

Functmns S

s 20 :Estrmates and Assumgtlon e

S _The preparatlon of fmancral statements in conformlty w1th generally accountmg prmcrples requrres management to :__ (N
imake estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent - -

. assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses durmg '

L the reportlng period Actual results could differ from those estunated

e Note B Reconerlratlon of Government~Wlde and Fund Fmanc:al Statement ; S

BN Explanatron of certam drfferences betweeu the govemmeutal fund balance sheet and the government— vlde_f_'_
. statement of net position - Exhibit C-2 provides the reconciliation between the fund balance for total governmental_. DRI
_"funds on the governmental fund balance sheet and the net posrtron for governmental activrtres as reported in the BT
: ."".government-wrde statement of net posruon : : : N Vi




- _.Tne__detai_ts _for:one__eieme_nt are es foltonfs_ﬁ :: :_' o

.+ Adijustments to Revenue and Unavailable Re'venue' G

S Uncollected taxes (assumed collectible) from “prior year. ]evres . . R
i Uncoliected taxes (assumed collectible) from curent year levy IR

Total Ad_;ustments to Net Posatton L

o Ad;ustments Assoctated w1th Long-Term Debt SRR I
o Interest accrued on bonds payable for current year B R NI
S Interest expense accreted on CAB bonds, for current year RIS RENEAN
L Amortrzatron of prenuumfdlscount for current yeal R _3 AR
5 g Deferred charge on refunding, beg;tnnmg of year ' SR S
: Amorttzatlon of deferred charge on refunding f01 cutrent year L B
G Proceeds from refundmg bonds for current year - SR
PR Proceeds from premmmfdlseonnt for cutrent yeax REEA 3
; .'; Payment to escrow agent fore refundmg bonds fOl curt ent year L

Total Ad_}ustments to Net Posmon S .

Net Ad_]ustments toNet Posrtlon Increase B

S -'_The detatls for one element are as. follows

fe Ad]ustments to Revenue and Unavallable Revenue -

' . Taxes collected and adjustments from prior year tevres R

. Uncoi!ected ta)e:s (assumed col!ectrble) from culrent year ie\-y i N i

e TotalAdjustments ; Lk

o Ad]ustments Assocrated with Long-Term Deb
L ‘Interest aecrued on bonds payable for current year :
= Interestaccrued on bonds payable for pnoryear SRR -
. Interest expense accreted on CAB bonds for current year i o
e Amomzatron of pretmumldtseount for curent year LT
o Amorttzatlon of deferred charge on refundmg for current year
Proceeds from refunding bonds for cument year s

SEN Proceeds from prem:umr'drscount for current year

o Payrnent to excrow agent to refund bonds for current year Ao
' Total Adjustments I : : '

S Ne_t Adjustme_nt_s_ _to Changes'_'inNet Position - (Decreas_e) TS

L Adjustments to S

S Amount " Net Position

- .:.5_: -_I__(_)3,0Z'_7 S
DU 90,257

; _:.193.,2_84__":' S

C(60,914)
250,534
'-'-.55'2000704 SN

amaan

8000
LsTasy)
-._"'_""-2,978,125 = o

o :'2',0(;3,0_34' b

L Explanatron of eet tam dlffelenees between the govemmentai fund statement of revenues, expendttures and U
..changes in I‘und balanees and the gover nment- wde statement of activities - Exhibit C-4 provides a reconciliation -0
- between the net changes in fund balance as shown on the govermnental fund statement of revenues, expendltures and o
sy ﬁchanges in fund balances and the ohanges in net pos1t1011 of govemmental acttvmes as reported on the govemment w1de Y
[ Statement of actmtles N MrRLI . GI S Co L

Adjustments to .
Changes

- Amount :

- Net Position """ f

s
RUYEE
o609,
250534
(173241)

 @60000)
' (187,498)

oogmns o

U gy




T Budgeta:y Data

_.Note..(f Stewardshm. Con phanee and Aceountabllitv :_.: o

o .The Board of Trustees adopts an "approprrated budget" for the General Fund Debt Servrce Fund and the Food Serv;ce RIS

- *Fund which is included in the Special Revenue Funds. The Dlstrlct is required to present the adopted and final amended -+

. budgeted revenues and expenditures for each of these funds The District compares the final amended budget to actual SRS
. revenues and expendltures 'Ihe General Fund Budget report appeals in Exhlblt G-l and the other two reports appear in oo

S Exhibit 12 and 33,

. .:The followmg procedures are foliowed in establrshmg the budgetary data reﬂected in the f nancrai statements :- i

ey 1-:_. Pri jor to August 20 of the precedmg ﬁscai year the DlSh‘lCt prepar esa budget for the next succeedmg ﬁscal year SN

i begmnmg September 1. The operatmg budget mcludes pmposed expendttm es aad the means, of ﬁnancmg them .

o 2 A meetlng of the Board is then ealled for the pulpose of adoptmg the proposed budget At least ten days publxe_ ' - T

i notice of the meetmg must be glven

> 3 .1)1'101‘ to September 1 the budget is legally enacted through passage of a resolutron by the Boald

. ':_Once a budget is approved it can oniy be amended at the funetlon and fund level by approval of a major lty of the members g

i Sigmﬁcant budget amendments were as follows

L Generai Fund

- (Decrease)mrevenues local and mtelmedrate SOUICCS : :._"(2_,}74) TS ERE R SRS

- Increase in revenues state program revenues ST : 36974

- Decrease in expenditures Function 11 - Inst:uctlon S S 183,002

(Increase) in expenditures Function 12 - Inst:’uctlonal Resoulces and Medra Ser\uces G (19999) i

L Z(Inerease)mexpendrtules Function 23 - Sehoolbeadershlp L 10,000y
- (Increase) in expenditures Function 31 - Guidance, Counselmg and Evaiuat:on E_ CU 0,000 S
. (Increasc) in expenditures Function 33 - Health Services '+ /1wl L S000) o

. (Increase) in expenditures Function 34 - Student Transponat:on T R @TS00)
'(Inerease)memendltures Funotlon 36 Cocurn1cula1/Extraeun1cularAct1v1t1es U R F '1(72 300) S
"' Deorease in expenditures Function 41 - General Administration © -~ [0S h IR T ggogy
:(]ncrease) in expenditures Functron 51 - Plant Mamtenance&Operatrons oS . L _(4_1_7,_189) BT TRy

"' (increase) in expenditures Function 52 - Secusity and Monitoring Semces S 19L000)

" (Increase) in expenditures Function 53 - Data Processing Services - oo (200000 o i
' (Increase)m expendrtules Functaon 81- Facrlatles Acqulsrtlon and Constmetron: SUESNE ' :""'(2 000) T
FoodServnceFund N R S R R i

Increasemrevenues federalpaogramnevenues SRR L T 10000 G
(Ioerease)me@endltures Funct:on 35 Food Sew:ees R RS LT B SR gIG,DOO! i
DethemceFund AR _ AR R SO TS R R
- Increase in revenues state pmglamre\fenues .' S s 000

'(increase)me)penditmes Function 72 - Inteleston Long-TennDebt T (3,000)

./ (Increase) in expenditures Funetton 73 - Bond Issuance Costs and Fees L (T2,000)

: ."_'-_Increasemother financing sources - Capital Related Debt Jssued 7 000 0860,000

Increase)motherﬁnancmg sources - Premrumerscount on lssuaneeofBonds SR I 187,498 S
: "(}ncrease)motherfmanomg uses - Paymentto Escrow Agent forReﬁmdmg Bonds N (978,028)

- of the Board. - Amendments are presented to the Board at its regular meetings.” Each amendment must have Board . BRI
" approval, As 1equu'ed by law, such amendments are made before the fact, are reflected in the official minutes of the .= * " b

- ‘Board, and are not made after fiscal year - end Because the Dlstrrct has a polley of careful budgetary contro] several R e
L :amendments were necessary durmg the year R - : S AN o o




'.Eaeh budget is eontmlled by the budget coordmator at the revenue and expendlture funetlon/object level Budgeted_ _

Lo '_ amounts are as amended by the Board All budget approprlatxons lapse at yea: end

% Spec1al Revenue Funds is as follows

RRES -'The D1strrct s Food Serv1ce Fund is cons1de1ed a spemal reyenue fund since. 1t meets the followrng cnterla (1) User fees G
i are charged to supplelnent the National School Lunch Program (NSLP), (2) The General Fund subsidizes the Food Service "
. Program for all expendltures in excess of NSLP, and (3) The District does not consider the Food Service Proglaln IR b
completely self-supporting, ‘Food Service fund balances are used exclusively for child nuirition program purposes. The .~ . -
-_'_':_Drstrrct’s goal is for the Food Service program to be self-supporting with regald to food sewree operatlons however the L
o -.program is not charged for ut1lrt1es msurance and some mamtenance 1tems SR . : '

i _A re00110111at10n of fund balances for both applopuated budget and nonapproprlated budget Nonmajoz Govemmental _-: S

Fund Ba]ance S

s .Appropnated Budget Funds Food Sewlce SpeclalRevenue Fund 220 927:: ::_-.;";-'

H 'Non appropnated BudgetFunds Rt o R S o 75,637_"' o
AilNonrmlJOl‘ Governmental Specaal Revenue FundS 0 296,564 o

L .-':NoteD Deposnts and Investment _' S

SN RS :__-.:D:strlct Poilcles and Legal and Contt actuai Provrsnons Govermng Deposrts

L 3August 31 20 19 consrst of the followmg

.': 8 ;. Custodm! Credn‘ Rrsk fo: Depos:ts - State law 1equ1res govemmentai entltres to contraet wrth fmanclal mstztutlons in e L
“ % which funds will be deposited to secure those ‘deposits with insurance, pledged securities, or purchasing a bond inan - ..

' August31 2019_ S

- amount equaling or exceeding the amount on deposit at the end of each busmess day Smce the Dlstrlct complles w1th '_; S i

o thlS law, 1t has no custodial credlt ]‘lSk for dep031ts

= ._Fm e:gn Cm rency stk The D1str1ct lnnlts the usk that changes n exchange rates w:ll adversely affect the falr value of i S _:ﬁ"

Clan, mvestment ora depos1t by not mvestmg in f01e1gn currency

g The captlons and amoants of cash and cash equwalents on the balance sheet and statement of ﬁducrary net posmon at SRR

Debt Capltal Other RN 'Balanee L

General _:' Serwce B PIOJects Govemmen_tal ._1"Sheet_ Flduclaty ST i
SR i = - Fund - Fund = Fund - Funds S Total ol Funds oo
. Cash and cash equivalents ___ 303 134 ': i 19059 1978 196 371 CUsp054p 1807548

: _The Dlstrlct‘s cash deposrts at August 31 2019 and durmg the year were entlrely oovered by FDIC msurance or pledged -j;'_ s
S seeurltles purchased by the deposrtory bank in the Dlstuct $ name.. : T

: The i’ubhe Funds Investment Act (Govelmnent Code Chapter 2256) contams spec1ﬁc provzswns in the areas of- : ':: -_:
S '.mvestmentpractlces management reports and establishment of appropriate pohcres Among other things, it requires the "

o District to adopt, implement, and publicize an investment policy. That policy must address the following areas: (1) safety

. of principal and hqurdlty, (2) portfolio diversification, (3} allowable investments, (4) acceptable risk levels, (5) expected s _. S
. rates of return, (6) maximum allowable stated maturity of portfolio investments, (7) maximum average dollar-weighted " 7
L maturlty allowed based on the stated maturity date for the portfoho (8) investment staff quality and capabilities, (9)and =~ =

:'_ bid solicitation preferences for certificates of dep051t ‘Statutes authorize the Distvict to invest in (1) obligations of the . RN 5
" U.8. Treasury, certain U.S, agencies, and the State of Texas; (2) certificates of deposit, (3) certain municipal securities, . -

. (4) money market -savings accounts, (5) repurchase agreements, (6) bankers’ acceptances, (7) Mutual Funds, (8)
' Investment pools, (9) guaranteed investment contracts, (10) and commen trust funds. The Public Funds Investment Act RSN
- (PFIA) governs the District's investment policies and types of investments. The Dlstnct's management beheves that it

L comphed wrth the requrrements of the PFIA and the Dtstr1ct s mvestment poh(:les



o ; The captlons and amounts of mvestments cuuent on the balance sheet and statement of ﬁduclary net assets at August
3L 2019 consmt ofthefollowmg ER DO T TROE SRR RHBTRCEE :
G Sl i I_nves_ tmen_t Matu_rl_tles (rn year_s) [ERE

Fau less o Mﬂre T

- Investment Type il  Value* o thanl 150 610 than10 - -
..:'z'_InvestrnentPools"“‘= 5 I T T B e
o “Local GovemmentInvestment . Ll
Cooperatlve (DOGIC) R 9537 562 CUUQSTS6D T
' Total SRHIER - 9,5_37,5.62 S -"9,537,562 L L G

U :j*Falr value is the amount at whlch a secunty eould be exchanged ina current transactron between wrlhng partres other

o ' than ina forced irqmdatlon Uncle1 GASB 72 all mvestments are recorded at falr value

' **Local govemment mvestment pools opel ate ina manner cons1stent wrth the SEC's Rule 2a7 of the Investment Company S

. Act of 1940. Local government investment pools use amortized cost rather than market value to report net Assets to . SN

= » i;compute share pnces Accordmgly, the farr value of the assets in these pools is the same as the vaIue of the shares in each_ RN Pl
: -pool SRS O : _ _ : . : L

g -:'::::***Investments in iocal govemment pool are based upon a COntract and not the securrty 1tself Therefore these types of Rt

%" investments are not categorized in Categories 1-3, The above investment pools, which ar ¢ regulated by the Secur 1t1es and
S Exchange Commissron have as one of the:r ob_]eettves the mamtenance of a stable net posrtlon value of $1 00

i .:'_Z.Financral Statements for LOGIC may be obtamed ﬁom LOGIC 325 North St Paul Str eet Su1te soo Dallas Texas R

"”'-.Invesrment Accountmg Pohcy The Dlstr:ct s general Pohcy is 10, report money market mvestments and short-tenn REA

S -"'partrcrpatlng mterest—earumg ‘investment confracts ‘at: amort:zed cost and to report nonpartrcrpatmg mterest—earnmg L

. investment contracts using a cost-based measure, However, if the fair value of an investment is significantly affected by =

- the impairment of the credit standing of the issuer or by other factors, it is repor'ted at fair value. All other investments .

" ... are reported at fair value unless a legal contract exists which guarantees a higher value. ‘The term “short-term™ refers to PR
‘investments which have a remaining term of one year or less at time of purchase “The tenn “nonpartlcrpatmg” means. -

i - that the investment’s value does not vary with market interest rate changes Nonnegotlable certlficates of deposrt are . o AN

. ;"examples of nonpartlcrpatmg mterest—eainmg 1nvestment connacts _' LR

o 'Pubhc Fzmds Investment Pools Pubhc funds uwestment pools n Texas (“Pools”) are estabhshed under the authonty of L
-+ ‘the Interlocal Coopperation Act, Chapter 79 of the Texas Government Code, and are subject to the provisions of the Public G
. Funds Investment Act (“the Act”), Chapter 2256 of the Texas Government Code, In addition fo other.provisions of the " "
*Act designed to promote liquidity and safety of prnlclpa] the Act requires Pools to: 1) have an advisory board composed R

-~ of participants in the pool and other persons who do not have a business relationship with the pool and are qualified to *

- advise the pool; 2) maintain a continuous rating of no lower than AAA or AAA-m or an equlvalent rating by at least one - S b

'/ 'nationally recognized rating service; and 3) maintain the market value of rts underlymg mvestment portfoho w:thm one. . S

Y :':- half of one percent of the value of :ts shar es.

- 'The DlSh‘iCt s mvestments in Pools are reponed at an amount determmed by the farr value per share of the pool’ s

:underlymg portfolro unless the pool is 2a7-like, in which case they are reported at share value. A 2a7-like pool is one ey
"-'which 'is ‘not reglstered with the Securities and Exchange ‘Commission : (“SEC”) as an. investment company, but .

. : : 'nevertheless has a pollcy ﬂ1at it wﬂl and does opelate ina manner. consnstent wrth the SEC 8 Rule 2a‘7 of the Investment o i
'._-:._._Company Act of 1940 : R SR RPN : o i :

R Additlonal pohcles and eontractual prov1srons governmg deposnts and 1nvest1nents for Sprmg Hrll Independent School - s

- -.'Drstrrct are specrﬁed below




i "C: edrr R:sk 'I‘o iumt the l‘lSk that an issuer or other counterparty to an mvestment w1ll not fulﬁll its obllgatlons the o
_District limits investments in Obhgatlons of the United States or its agencies and instrumentalities; direct obhgattons of

" 'the State of Texas orits agencies and instrumentalities; certificates of deposits; fully collateralized r_epur_chase agreements

: .f - that have a defined termination date and secured by obligations of the United States or its agencies and instrumentalities; - - ' = B
“: *.:'public funds investment pools; collateralized mortgage obligations directly issued by a federal agency or instrumentality -~
7 of the United States rated not less than A or its equivalent issued by natjonal 3ecogn12ed statistical rating organizations © > i

: (NRSROs). ‘As of August 31,2019, the net asset value of the Drstrlct s rnvestments in pubhe funds mvestment pools was Bt L
[ "$l 000073 and Standard & Poor s ratmg was AAAm. -

: Custodml C) edzt Rr.rk for Investmenrs To hmrt the r rsk that in the event of the farlure of the counterparty to a t:ransactlon _
a government will not be able to recover the value of mvestment or coltateral securities that are in possessron of an outsrde :

“party the District requires counterparties 10 register the securities in the name of the district and hand them over to the - BT
... District or its designated agent, This includes secwrities in secuutles lendmg transaetlons All of the secuutres are m the S
S :"Drstrlct's name and held by the Dlsmet or 1ts aoent : : S

;': _-Concentratzorr of Cr edrt Rtsk To ]mut the l’lSl( of loss attubuted to the magmtude of a government's mvestment m a SRR

o single issuer, the District diversifies i in terms of investment instruments, maturity seheduhng, and financial mstitutrons fo

reduce the risk of loss resultmg ﬁom over concentratlon of assets in a specrﬁc class of mvestments specrﬁc maturrty, or_'- e

e speclﬁc issuer.

S ]nter est Rare Rrsk To limrt the rlsk of changes m mterest rates wrll adversely affect the farr value of mvestments the s P
* District requn‘es invested instruments maturities do not exceed one year from the time of purchase except when a longer A

i maturrty may be specrﬁcally authorrzed by the Boand for a grven mvestment prov1ded legal lmnts are not exceeded

' For ergn Cun ency Rask for Investmems The Drstrlct lumts the rlsk that changes in exchange rates w1ll advetse]y affect: o ::_'_-

SR the fa1r value of an mvestment by not 1nvestmg in for e:gn cury: ency

o _--..-_EZNoteE Pl_ﬂm

_' - ._'Property taxes are iev1ed by Octobel l on the assessed value hsted as of the prior ]anuary l for al] real and busrness : ﬁ'-_f !
-1, personal property located in the District in conformity with Subtitle E, 'I‘exas Property Tax Code. The assessed value of .. -2 "

_:.the roll on January 1, 2019 upon which the levy for the 2019 fiscal year was based was $481,879,014." The tax rates =
-+ levied for the year ended August 31,2019, to finance General Fund operations and the payment of pr merpal and interest .o
: "~ on general oblrgatlons long-tenn debt were $l 1700 and $0 5000 per $100 pel valuatron respecttvely, for a total of $I 6700.-__: v
SRS per$100 valuat1on -

: .Taxes are due on recelpt of the tax blll and ale de]mquent 1f not pald before February l of the yeaa followmg the year in .. B

" which imposed. On January 31 of each year, a tax lien attaches to property to secure the payment of all taxes, pena]tles : : S .“

i '_-_and mterest ultunately nnposed Propelty tax revenues are. coustdel ed avallable when they are eollected

G Note F Delmquent Taxes Reeervable

' -;'.:'_Delmquent taxes are prorated between malntenanee (General Fund) and debt service based on rates adopted for the year _' ST
- ofthe levy Allowances for uncollectible tax receivables within the General and Debt Service Fund are based on historical

~.’experience in collecting property taxes. Uncollectible personal property taxes are periodically reviewed and written off, - : '_: -:_: :
0 but the D1strlct is prohlbrted from Wr mng off 1eal propelty taxes wrthout Spectﬁe statutory authorlty from the Texas Vi
'--Leglslature : : . TR S S S L P BeE I TE SR E LR R . oty




o Note G Dlsaggregatlon of Recewables and Payable o L

| -'.'rDethcmcc L BOESS e e e 806

Recewab}es al AugustSl 20 19 were as fo]lows St C
. SR Ry Duefmm
Propcrty Other “Other -~ Other: . “Total ~ .
Taxe:s '-.Govemments : "Funds " Receivables Receivables - -

- GowrnmentaiActmtles I T e e e R e e
S GemerlFund D IBA663 L L3BRAS0 e 5000 LSS

L CapitalProjects. e n ol a3 I
. '.NonmaprGovemmcntaEFunds L L R T T e T
(Special Revenue) .- TRl e e RS D60 s AROR0 T 8782 i 12 1

s ';'-f'rotal vaemmentaEActmtlcs Lo TToesas T iasLIse . e00m . i3ge2 L La2l0m

:Amuntsnotscheduledfor e T T T T e e
collcctlon dunng the subsequcm year LD I034) o e L L 0 (72,.034) R S EE

. Payables at August 31,2019, were as follows; -1 SRR
R ©iiL o Salaries/ o “Other. s Other I Tetal o
" Accounts © i Benefits w0 Funds '.’:“;;- Govcrnments o Payables oo

Gow.rnmentalActmues R I S e e e e T
" GeneralFund -+~ ..3 - "'-'20014: G138 o AR NI3 e OIS o
chtServ:ceFund ORI ”: T B e L R MRS TR )
. Capital Projects - Shinn 242871 T B L 24237; o
' '_-';NonmajorGovemmntaiFunds RN TE LS AL S0  E RIS IS AR LRSI ER L R E R
(Special Revenue) . 10 o965 0BE L 52381 TSI RIDH
i :__Tot_ai_Gq_vcmlmn_t_al_Ac_t_mncs_:';-'---' 262981 963,669 42113 - T T 16763

At ".'Note H Camtal Asset Actmtv

ot : .":playground system a database upg'rade a wdeo securlty system ar:d a band mstrument '

: - of the new baseball and softbali field complex. Change orders of $13,764 increased the price to $3,364,891. As of August L
1131, 2019, the District had incurred $2,240,751 of the contract price. - Additional costs of engineering, architect feesand . =

- .-'Duung the current year the General Fund mcurred capltal outlay expendxtures for HVAC umts a new roof ‘a new ' i

L ;The Distnct s;gned a constructlon contract in the amount of $3 351 127 w1th TCMC Commerc:ial L P for construcilon_f'. o

S 'other additions of $217,316 were incurred during the current year. ‘Engineering fees .on this project of $126,000 were . = "1
" “incurred in the prior year. ‘Total cost of the new complex recorded in the Capital Projects Fund totaled $2,584,067 as of 7 0
% August 31,2019 and is reflected as construction in progress, ‘The project is expected to be compieted in FY 2020 The D
= -_'r__Dlstrlct recelved $365 467 in donat:ons toward the prDJECt durmg the current year : : S b
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s -_'Capltal asset actmty for the Distnct f01 the year euded August 3! 2019 was as fo]lows :

5 (hvelnmenta}_Ac;iyi'tiés:"'. : -:: '
o Busldmg and Improvements R B
S Fumiture and Equlpmem _-: s

L Constructlon in Plogress
Totals at Hlstonc Cost

Begmmng

Addltlons :.'.'

Retuements/

Balance :

59,508,375
3405619
126000

121487
. 415,392 i AT
2,458,067

: Reolassﬂieatlons -

'(4_6;6._005 o

Baiance St

CULS0L784
3911011
asRa0e7

-"'-64631778

12994946

- Less Accumulated Deprecsat:on for:_'f i L

: Bu;idmgs and Improvements S

o Fumlture and Eqmpment

‘I‘otal Accumulated Deprecnatlon_ o

"ooyemmeht_al_mstiy_i_ties_;Net=_.;-7 e
B S R N A ; _"-'150]784-:'."_-'
L A1,500399
i‘_ 1240736'.__
126,000
gt '44,363,969 8

| "Buiidirt:g dndlrnprovements Ne't'.

: Fumlture and Equlpment Net

S Construct:on mProgress

R _Capltal_As_set_s,Ne_t '

" _;' Depreclatlon expense was charged to govemmental functlons as foliows '; -

Govemmental Aotwltles .

7 Instraction T i 8
' -'_'_';Instructlonal Resources and Medxa Semces A
: _Cur.rxculum Development and Instructlonal Staff

. School Leadershlp

. Guidance, Counseimg and Evaluatlon Serwces o

- Health Services - -

1007976
254,833

T 194547

L (46,600)

20,262,809

1,666,340

C(41,250)

(I 350 306)
220,845

2 458 067 -

: :.. '.':1.,5_01,.7.84 ol
ey
L 1461 631 i

2,584,067

138606

:"_:-'Student (Pupil) Transportat;on

'.:Food Services

‘General Adrmmstratlon

o -'._Cocutrlcular/BndracumcularAct|v1t1es _ﬁ BT

e : Facﬁltxes Maintenance and Operanons

o Secunty and Monitoring Scnnce
- Data Ploce_ssxng_S_er_vlces_ _

L '_:.Comr_nunity Services . :

o Total D_eoreeiation _Exp_ense - Govemmental Act_iv ities -

13,257

Cooesaz

886,654
27592 i

27049
98402
29,141

By —

. ..:72097._._;_

B -.191;739 R

o ‘._26,656 T
25470 F

2109 S

67 380,124 S

19, 433 519'_"3: iy
2449380 -
21887899

45,692,225 . | 3 :'_ o



L Note I Bonds Paxab]e and Debt Serwce Requlrcments 2

o :. On May 12, 2008 the taxpayers of the DlStI‘lCt authonzed total bonds of $41 800 000 to (1) acqtnre constmct renovate . : B _. Bk
"o rand equlp school buildings in the District (ii) for the purchase of necessary sites for school buildings and (iii) pay costs i

S _:;3 of issuing the bonds. The District issued $29,000,000 of Unlimited Tax School Building Bonds Series 2008, $4,000,000 - : : E. L
7 -of Unlimited Tax School Bailding Bonds Series 2009, $2,700,000 Unlimited Tax School Building Bond Series 2011, '

. '_ ' ;11$1,100,000 of Unlimited Tax Qualified School Construction Bonds Series 2015, §1, 021,000 of Unlimited Tax Quallﬁed 3
" School Construction Bonds Series 2016, $2,500,000 of Unlimited Tax Qualified School Constmctlon Bonds Senes 2017 SRSy

2 :f 5 '_ and $1 465 000 of Unhmtted Tax School Constructmn Buxldmg Bonds Senes 2018

- : present values of the debt service payments on the old and new debt) of $502 585

On May 21 2019 the Dlstnct 1ssued $2 860 000 of Unhmlted Tax Refundmg Bonds Senes 2019 w1th an mterest rate' B

o ranging from 3,0% to 5.0% to advance refund $2,965,000 the Series 2008 and Series 2009 outstanding bonds. The escrow - - u

payment funds of $2,978,125 were deposited in a trust with an escrow agent to. provide all future debt service payments o

" on a portion of the Series 2008 and Series 2009 bond when called on May 28, 2019 and August 15, 2019, respectively. = -

As aresult, the Series 2008 and Series 2009 are considered defeased and the Dlstnct has removed the liabilities from its - -

' ;'-: "ﬁnanclal statements, ‘The advance zefundmg reduced total debt service payments over the next 19 years by $32,980 per - S

'. :._f .year on average for a total mterest cost savings of $632, 699. This results in an economic gam (d;fference between the i :

it In the governmental fund ﬁnancral statements the current expendltures for prmclpal and mterest expendltures ale S O

“accounted for in the Debt Service Fund in the Statement of Revenues, Expenditures and Changes in Fund Balance. During ' S

".-the year ended August 31, 2019, the District paid $1,469,000 in principal, $1,376,097 in interest and $69,199 in fees. i

-"Bond Series proceeds from r'efundmg' the Unlimited Tax Refunding Bonds, Series 2019 are accounted for i in the Debt ot e

55_ -~ Service Fund as other financing ‘sources .in the. amount of $2,860,000 capltal related debt -issued and $187 498_"1-' ; .
o premlumjdlscount on issuance bonds. The escrow payment of $2,978,125 is accounted for in the Debt Service Fundas -

‘other financmg uses to refund the Senes 2008 and Senes 2009 Outstandmg Bonds Bond issuance costs and fees totaied Bs U

:' :.' In t‘ne govemment-WJde fmanmal statements bonded mdebtedness of the Dlstnct is reﬂected in the Statement of Net_ _.
. Position. Premium/discount on issuance of bonds, net of accumulated amortlzatmn totaled $2,806,675 at August 31,

2019." Bond premium/discount -proceeds .are  deferred and amomzed over the life of the bonds. Premium/discount - S
B 'proceeds on the issuance of the Bonds, Series 2019 of $187,498 was added during the year ended August 31,2019, The

| current yeat amortlzatmn for the premmm/dlscount of $250 534 is reﬂected in the Statement of Actmtles for the year..-'_f-_-'__ S

Senes Senes = _-Seric_s_ v Beries 0" Series . Series " Serles . Series - Senes SR

e 2008 . 2009 - '2911 2015 2015A : 2016 2017 2018 2019 ! '-'I‘otal L
- Premiumon bonds . ';(2,864) (44906) (168 189) (1 068984) _ (22,053) (857868) (653,619)"-(")3',993) (187498) @ 104979)_3 Soe
S ‘Current year armmzatlon SRS S 6 116 _9I,2_34 i _1_2_,2_9_6 _ 701:(88_ _ '-51,344 _12,_6_36_ . 64_2_0 250,534 00
Refunding ofbond - 2354 . 44906 e B L P T L ATTI0
B Premmmonbonds net .' AR (162073} (997750) (9762) (787380) (607275) (ﬁt 357) (181 078) (2806675)

f _I.nterest cxpense accreted of $60 914 on t‘ne CAB Bonds is reﬂected in the Statement of Act1v1t1es for the year ended

SRey August.’a’l 2019




' A summary of changes in bonded mdebtedness for the year ended August 31 201 9 is as follows_:

.-Stat_ed. _. Amoums jA_moul_lts S Aounts

: Interest - ‘Original Outstanding Sl Issuancel ' - ‘Qutstanding '.;';_
o Rate [ lsswe o /12018 "0 Acoretion - Retiements 8312019

"~ Series 2002? Teﬁﬁdfmhﬁntaréét Bond.s SEE R 5.00% S _.19,35_5.;090_ ﬁ' 860000_.-: MR sofe) {10,000

maturing annually thru February 15,2038 - -~ e '...'_(b) LU(BS0000) :

: "_:UnhmﬂedTaxSchoo]Bm[dmgBonds R T R
| Series 2009, Serial Curcent Interest Bonds -1 2.00-5.00% .. 13,895,000 1 2,280,000 i e (c) S (165,000

- maturing February 15,2012:2038 . =0 s T D () (R I5000)

: u Unlm‘nted Tax School Building and Refundmg
. Bonds, Series 2011, Current IntcrestBonds ‘-

" maturing February 15,2021-2023,2040 - " 400% . 1935000 - TL93S000 L oliio Ul T 1oas000

Unlimited Tax School Building .and Refunding S
-~ Bonds, Sencs 2011, Cuirent I.nterestBonds '

" maturing Februasy 15, 2039-2040 G ATS% 2000002000000 L en i 200000

" Unlimited TaxSchool Building and Rcfundmg =
Bonds, Serigs 2011, Capital Appn:clation B{_)n_ds R
_ rnaturmgFebruary]S 20122016 2021 L T L L e T I e
20302040 T S 605 000 97030 L fa) 609K L n 037,045
'UnlmtedTaxReﬁmdmgBonds SenesZOlS _:'_1' S R s T T e SRR
Serial Current Intesest Bonds, maturmg e
2 annually thru February 15, 2036
. Unlimited TaxRefunding Bonds Series 2015
L TennCurrentIntercstBonds maturmg ;

3125%-5% S0 7195000 - TA9S000 =l e) T (1I000) 085,000 .

" annually thru Febmary 15,2038 - * 1 3025% | 1350000 - 1350,000 LUl L 000

" Unlimited TaxQualified School Constmctlun .
.. Bonds, Series 2015, TaxCredntBonds e T D T T T T
S maluring annually thia February 15,2030 C000% T LI00,000 CTU063,000 Ll e) LU 56,000) 907,000
" Unlimited Tax Refunding Bonds, SenesZOlSA T U T T e s L
*~ Term Cument Interest Bonds, maturmg o S L s e T
“i 7 annually thyw Febroary 15,2020 70 200% 2455000 I L2ST000 TR e) T 620,000) T 637,000 0T
: 'UnkmmedTaxQuahﬁedSchoolConstrucnon R : T T I e L
' Bonds, Series 2086, Tax Credit Bonds .0 0 00 1m i i T e e T
S maturmg anmually thr February 15, 2030 U TU000% T L02L000 1 U UBT6000 <l T ) (73,000 803,000
: ._-UnimmchachﬁmdmgBonds SerlesZOlG A R I R e e R s S s T
. Serial Current Interest Bonds, matunng L

*"annually thru February 15, 2038 s - 3050% BS6O000 “BSE0000 e ) o (S000) BTS00

-"Unlimited TaxRefunding Bond, Senes 20}7
- Serial Current Interest Bonds, maturing R N e T T T T T T
B annual[y thru February 15, 2039 .- 00 B o '_2.0-5.0%_ o 9,115,000 9065000 RETAERR . - Ae) 1 (95000) B ST0000
: _'Un!mtedTaxQnahﬁedSclmol(‘.‘onstmctmn T L L T e T L s R S
-, ‘Bonds, Series 2017, Tax Credit Bonds

maturing annually thr February 15,2021 'b.ooég_ CU2500000 2310000 - ) (165000 25000

- Unlimited Tax School Building Bonds, Series 2018 -
7 Serial Ourrent Interest Bonds, matunng I T s
-*7. annually thra February 15,2038 . [EREE NN '3.0()% SUULAGS000 T LAGS000 T e
- Unlimited TaxRefunding Bonds, SeriesZOiQ T T T
-, Serial Current Interest Bonds, maturiing e T e L T
2+ annually thru February 15,2030 - T U3050% 't_,e_so,mo S e (Y - L630000 1 L 1,630,000
: "Un]Lm_JtedTa_xReﬁmdmgBond_s,Series20i9 S I e s T L NS RIS BT
+ - Term Cument Interest Bonds, maturing - © 15 T s
" February 15,2032,2034,2036and 2038 1 300% 1230000 -® LUL230000 T 1,230,000,

) 000) 10

ATABOST T D900 (4A34000) 19969945

o .-:.(a) Accretlon of interest on Capltal Applematlon Bonds $60 914
ON - Refunding bonds issued $2,860,000; Refunded bonds re‘ured $2 965 000
R O Prmmpal payment on outstandmg bonds $1 469 000 :

T T



b 'August3l 2019

- Bonded debt service requirements are as follows:
R RS DI L I LS PR R GeueralObhgatmnBonds: o
YearEaded . T  Total S
AB&QS_”'_, . ":."':"]_Priucipal Intelest Requrrements o -
U020 T 1546000 L 1303595 2849595
CoERl L4000 1328725 287
S0 o L6A4,000.0 1,205,450 2,849,450
CaM3 1704000 1145925 0 2,849925.
CUERA T L6IS000 1085963 2720963
2052029 0 9103,000 4487688 13,590,688
Co200-204 U 10SI6000 2871675 1B4szers
2035-2039 U 10550000 2,295,794 12845794 L 0
_:_"2040__'_ 1275000 1255056 1 2530056 i
R 39,5'57;000 1698587] S6,542,871

Interest accreted on CaprtaiApprec:atron Bond AN R P R I
through 8319 -412,945 '(412945) e
R R R -39969945 16572926 56542371

. :The deferred charge on refundrng bcnds net of accumulated arnortlzatlon totaled $I 827 463 at August 31 20 19 Current
L _year amortlzatmn of $173 241 is reﬂected in the Statement of Actlwtles for the year ended August 31 2019

o The followmg isa summary of changes in defer:red outﬂow:s cf resoul ces charges for 1efundmg for the year ended

B e Balance Addltlons Reduction Balan_ce SR
| -'-"-D"-"fe"e“"hﬂfgesf°freﬁ'ndmgs I R R R
L Sees2015 ..'ﬁ_f':; '916'245 ;: 76,762 -j Cg304s3
CSeres2015A AR08 oS3
_ Series 2016 g S ya3age 60946 6T
. Series 2017_ - a0 e .-"Z---"26',0'41 C308010
S Toage - apaal enge

;The deferred gam on 1efund1ng bonds, nct of accumulated amortrzatron totaled $34 645 at August 31 2019

:3. The foilowmg is a summary of changes in deferred mﬂows of resources - gam for refundmg for the year ended August |

i s .-:.j..31 2019

Begmnmg o S Ending
Balance o AddithDS . Reductions : ... -Balance

s 5 Deferred charges forrefundmgs i




NoteJ Changes in LonE—Term Llab1ht|es '1- .' R

Long—term ltablhty actmty for the yeal ended August 31 2019 was as follows

Begmnmg S .' . .Ending . DueWithin -

R 'Goveinn:entalActwltles g

Balance - Add:tlons S 'Reduetion's " Balance One Year R

| General Obligation Bonds 41 483, 031' _-;:_-2,_9_20,914 B 4434 ooo..'_- (39969945 1546000
S Plemtumelscount on Issuance ofBonds 2917481 - 187498 - 298304 - 2806675 i eiooinii
: TotalBonds Payable 44400512 3108412 4,732,304 - 42776620 1,546,000

o Other Llablhtles

TRSNetPensmn'nabnhty S 2288543 2059888 250787 4007644 oL

TRSNetOPEBLlabxhty o AS04639 . 1248512 . 82,492 - 5970659 o n L
L TotalOtherLlathtles i :_. Lo 7.003,182 0 3308400 333279 10068303 -

= Total(bvemmentalActmtles T T L
' bong termnablhtles Sl 51,493,694 0 6,416,812 005,065,583 - 52,844.923 1,546,000

o Spung Hlll Independent Sehool DlStl‘lCt has entered mto a contmumg dlsolosure undertakmg to prowde Annual Reports

' and material Event Notices fo the State Information Depository of Texas (SID), which is the Municipal Advisory Council. - e S
- “This information is required under SEC Rule 15¢2-12t0 enab!e mvestors to analyze the ﬁnanmal condttlon and operatmns_ I

o R of Sprmg Hll] Independent School DlStI‘lCt

o There are a nunlber of lumtanons and restrictlon contamed in the general obhgatlon bond mdenture Management has o ?:___ S

g 'mdlcated that the Dlstrlet is in compllance w1th all 51gn1ﬁcant lnnltattons and restr1et1ons at August 31 2019

Note K Deﬁned Beneflt Pensmn PIan S

s -Plan Descnptmn Sprmg Hxll Independent Sehool Dlsn 1ct pamcupates ina cost-sharmg multlple-employer deﬁned_ SRR

- benefit pension that has a special funding situation. The plan is administered by the Teacher Retirement System of Texas

" (TRS). TRS's defined benefit pension plan is established and administered in accoxdance with the Texas Constitution,

.+ Article XV], Section 67 and Texas Government Code, Title 8, Subtitle C. The pension trust fund is a qualified pension = " -

“+trust under Section 401(a) of the Internal Revenue Code. ‘The Texas Legislature establishes benefits and contribution N
_rates Wiﬂlm the guidelines of the Texas Const:tutton The pensxons Board of Tmstees does not have the authonty to RTINS

i estabhsh or amend beneﬁt tenns R

3 -.'.All employees of pubhc state—snpported educat:onal mstttutlons in Texas who are employed for one—ha!f of more of the AREh

i '_standard workload and who are not exempted ﬁom membership under Texas Government Code Tltle 8, Sectton 822, 002 o
are covered by the system ' - S i SR : SRR

R Pensmn Plan Fm‘ucmry Net Pasztwn Detalled mformanon about the Teacher Retirement System s ﬁdumary net posmon B

s avallablemaseparateiy 1ssued Complehenswe Annual Fmancml Report that includes ﬂnanczal statements andrequlred S
- supplementary " information. -~ That . report * .may - be. obtained ' on . the . Internet at v SRR
U http/Awww. trs.state, txus/about/documents/caﬂ pdf#CAFR by wutlng to. TRS at 1000 Red Rlver Street, Austtn TX, o
Lo 78701 2698 or. by callmg (512) 542- 6592 SRR _ .



Beuef s Prowded TRS prowdes service and dlsab:hty rettrement as well as death and survrvor beneﬁts to eltgrble SRR

S employees (and their beneficiaries) of public and higher education in Texas. The pension formula is calculated using 2.3 ©
- percent (multiplier) times the average of the five highest annual creditable salaries times years of credited service to arrive R

..at the annual standard annuity except for members who are grandfathered the three highest annual salaries are used, The ' AR
‘normal. service retirement is at age 65.with § years of credited service or when the sum of the member's age and years of o

' eredited service equals 80 or more years. Early retirement is at age 55 with 5 years of service credit or earlier than 55 SR

- with 30 years of service credit, ‘There are additional provisions for early retirement if the sum of the member's age and - i
years of service credit total at least 80, but the member is less than age 60 or 62 depending on date of employment orif -

s the member was grandfathered in under a previous rule, ‘There are no aufomatic post~employment benefit changes;

- 3 -me}udtng automatic COLAs. Ad hoc post-employment beneﬁt changes mcludmg ad hoc COLAs can be granted by the : :_ : "

L 'I'exas Legts]ature as noted in the P!an descnptton above

Contrtbuttons Contrtbutton requlrements are establlshed or amended pursuant to Arttcle 16 sectlon 67 of the Texas' : : B
“Constitution which requires the Texas legislature fo establish a member contribution rate of not less than’ 6% ofthe ' i
' _'nlembers annual compensation and a state contribution rate of not less than 6% and not more than 10% of the aggregate -~ .

:'_ - annual compensation paid to members of the system during the fiscal year, Texas Government Code section 821,006 - o :
i _ptohtblts benefit improvements, if as a result of the particular action, the time required o amortize TRS* unfunded_ IETERTE IR

“. " actuarial liabilities would be increased to a period that exceeds 31 years or, xf the amortnzatton peuod already exceeds 31 : o L

: years, the pertod wonld be mcreased by such actton

L ._:EmPlOYee contrrbutton rates are set in state statute Texas Govennnent Code 825 402 Senate Btll 1458 of the 83"i Texas Gl

- Legislature amended Texas Govermnent Code 825.402 for member contributions and established employee contribution BRI
"7 xates for fiscal years 2014 thru 2017. The 85th Texas Legislature, General Approprtattons Act (GAA) afﬁnned that the BN

e employer contrtbutlon rates for ﬂscal years 20 1 8 and 2019 would 1emam the same,

SRR Member(Employees) RN '_ 3 S CTT% % i .

o Employer (District) . - R S T 6.8% CIEUBRY%
o Non Employer Contnbutmg Entaty (State) Lt __ - CLLI68% ) 68% SREn L
SI-IISD FtscalYearMember Contrlbuttons S oaRds "-_81_8,63_4
E SHISDFtscalYearEnployerContrtbuttons Sl T 250 787 5' 267,083
SH]SD MeasurementYeat NECEOn»BehalfConttlbutlons 562 901 577 227

i '_._'-.Contrlbutms to the plan mc]ude membets employeis and the State of Texas as the only non~employer contrlbutmg entlty i SR
2o The State is the employer for senior colleges, medical schools and state agencies including TRS. In each respectrve the *- - .-
SRR State contrrbutes to the plan in accor dance w1t11 state statute and the General Apptoprratrons Act (GAA) DT

o As the non-employer cont1 1buttng entrty for pubhe educatron and Jumor colleges the State of Texas contrtbutes fo the_. S

" retirement systetn an amount equal to the current employer contribution rate times the aggregate annual compensation of
all participating members of the pension trust fund durmg that fiscal year reduced by the amounts described below which

o are pald by the employers, Employers (public : school, junior college, other entities or the State of Texas as the employer'_ S

L for senior univer. srtles and medrea] schools) are tequn ed to pay the employer eontrlbutlon rate in the followmg mstances o

> "On the portron of the member s salary that exceeds the statutory mmunum for members entltled to the Sl

L statutory minimum under Section 21 402 of the Texas Edueatlon Code u
: > 'Durmg anew rnembers f 1st 90 days of employment ;'. :
= When any part or alt of an empioyee 5 salary is pa1d by federal fundmg source or a prtvately sponsored i

IR :_souree from nen- educattonal and genelal or loca] fund -

In addltton to the employer contr1but10ns ]:sted above thele are two addttronal surchal ges an employer is sub_;ect to

' _ > When employmg a retnee of the Teacher Rettrement System the employer shall pay both the member Y

eontrtbutton and the state eontubutron asan employment after retarement sureharge




> When a sehool dlstnct or chartel school does not contrlbute to the Federal Old Age Survwors and o
.+ “Disability Insurances (OASDI) Program for certain employees they must contribute 1.5% of the state i
U :" contributlon rate for certain mstructlonal or admmistratlve employees and 100% of the state contrlbutlon IR RIS

S iy rate for all other employees

: Actuarml Assump{tons 'Ihe totai pensmn llablllty in n the August 31 20 17 actuanal rolled forward to August 31 20 1 8
. was detennmed usmg the followmg aetual ral assumptmns :

.”:.';:':August 31, 2(}}7 rolled forward to ]

e ““anoﬂae i S August3L20ig
i Aetuarlal Cost Method - .: SRR ';”.'.Indlv:dualEntry Age Normal
_ | "':'-Asset Valuataon Method : _.':-Market Value
Smgle Drscount Rate : :Z';:. _ SERR 6 907% . o : ._
. . i Mumclpal Bond Rate as of August 2018_ ; _:2_'-:3 69% Source for the rate is the
i HERREREE : e Fixed Income Market Data/Yield -
: -_'_'Curve/Data Mumclpal Bonds with 20 SO
" years to maturity that mclude only IRERIEIE
i fedelaily tax: exempt mumerpal bonds
iU as reported in Fidelity Indexs "20.
[ ':YearMumcspaiGOAA Index" o '- PRSERS
...:';'_.'Lastyearendmg AugustSl in i 3:'_ 2116 : 5' R
L '_:Pro_]ectlon Perrod (lOO yeals) L SRR
'.-"-'I“ﬂat“)ﬂ o o ; _. . _. 230% S
: "Salary Inereases .' B : ' 3 05% to 9 05% mcludmg mﬂatron .

Ad hoc post-employment benef t ehanges 3_'3'None i o ey

: :.'_'The aetuartal methods and assumptmns are prlmanly based on a study of actual expenence for the three year penod '_ ; o

s _endmg August 31, 2017 and adopted in July 201 8.

0 Discauut Rate The smgle drscount 1ate used to measure the total pensron hablhty was 6 5% The smgle d1scount rate'_.""- S

o o was based on the expected rate of return on pension plan investments of 7.25 percent and a municipal bond rate of 3,69 R ST

- percent, The projection of cash flows used to determine the discount rate assumed that contributions from plan members =

e ‘and those of the contrlbutmg employers and the non—employer contrrbutlng entlty are made at the statutonly requued_ R
'-'..'_'-"rates L D . - S : IEUSIE

o Based on those assumpt;ons the pens:on plan s ﬁduelary net posmon was sufﬁment to fmance the beneﬁt payments unt1l :

- “the year 2069. " As a result, the long-term expected rate of return on pension plan investments was applied to projected - .
" benefit payments after that date, - The long-term expected rate of return on pension plan investments was determined using . 077

g building-block method in whlch best-estimates ranges. of expected future real rates of return (expected returns net of R T

" "pension plan investment expense and inflation) are developed for each major asset class. ‘These ranges are combmed to

- ~produce the long—term expected rate of return by we1ghtmg the expected future real rates of retum by the tazget asset S
ST -allocatlon percentage and by addmg expected mflatlon ' : S



Best estlmates of geometrlc 1eal 1ates of return f01 each majm asset class mcluded in the Systems target asset allocation Q_ '_ e

a8 of August 31, 2018 are summarlzed below

vooAsset Clags [ o0 Target Lt Expeeted oo Contribution fo sl T

R R R R LR DR IR Allocation Lo TArithmetic o Lomg-Ferm s

RS JRealRateof 0000 Portfolio 0
< Remm® iU Retums

- GlubalEqmt}' : : Sl L o o
U, 8% L sa% . 10%
Non—US Developed TR R 71 ST 6.9% T 09%
__EmergmgMarkets B : B : 9% e 89% . __0.8% SRR
L jDirectionalHcdgeFunds.._" T A% B 0%
S Private Bquity oo s T 13% I 102% e T 1 3%
el Stable Malue ST e e AP : :
s U Treasies T U T 1% 0%
- Absolute Returmn 000 0% 000 008
e -_StableValueHedgeFunds TN A% B % 0%
CCash T g e gen T g geg
'_"'RealReturn S I T
R 3G]oballnﬂat1oankedBonds L % 0% 00%
U Real Assets S A% e s 2% e 0T%
i Energy and Natural Resources S PEEERRRTEL- ¢ WA TEERRA N - TS L 0%
.:. _'COmmOd]ilﬂ.‘i ._ SN : o .0%.. S . .. 0.0% 0.0% o
o Risk Parity I T T S R e
-+ Risk Parity S S e i R T D 0%
. :'-"._InﬂatlonExpeelatlons R R T A R T L g g
N ;'{'_VolatlhlyDrag L I e L e T
P Tﬂfal N L 100% R 7'2% !

L Target alloeunons are based on the FY 2016 policy mode! -
1'C'r:ipn‘arl market assumptions come from Aon Hewiit (2017 Q4) : NI Sl
3 Tl':e volatdnjf dr ag resuh's f rom rhe convemon beni'een arz!hmettc and geomen ic mean renu HS

o : Dlscoum Rate Sensmwty An al[psrs The followmg schedule shows the nnpact of the Net Pensron Llablllty 1f the dlscount v

-+ rate used was 1%. iess than and % greater than the discount rate that was used (6 907%) in measurmg the 2(}18 Net
: Pensmn L1ab:hty i : R e -

1% Decrease in| i 1% Increase in

: Dls count
Discouut Rate Ra te ( 6.907% ) DlS count Rate
: _(5 907%) b (7 907%)

o ofthe net pension liability S 6 184327 4097644 s 2408 350 R

Sy : Pensmn Lmbd:t:es, Pensmn Expense, and Deferred Omﬂows of ,Resaurces aml Deferred Inﬂows of Resources Related F

o Pensions, ‘At August 31,2019, Spring Hill ISD reported a liability of $4,097,644 for its proportionate share of the - ' i
.1 TRS's net pension liability. - This liability reflects a reduction for State pension support provided to Spring Hill ISD, The =~ =" =

DI - ‘amount recognized by Spring Hill ISD as its proportionate share of the nef pension liability, the related State support and o L

RN the total portion of the net pensron habilrty that was assocrated w1th Sprmg Hlll ISD were as follows

: Distr:ct‘s propomonate share of the collectlve net pensnon hab:hty 4 097 644 _
. States proportlonate share that is assoc:ated wath the Drstrict Q43T 074

Total R T 1353918 :

" :The net pensmn habrhty was measured as of Auﬂust 31 2017 and 1olled fomard to August 31,201 8 and the total pens:on :

1+ liability used to calculate the net pension liablllty was determined by an actuarial valuation as of that date. 'The employer s

B -__proportlon of the net pension liability was based on the employer's contributions to the pension plan relatlve to the IR

:_ g contributlons of all employers to the plan for the per1od September l 2017 thru August 31 2018




_ At August 31 2018 the employer 5 proportlon of the cellectwe net pensron habl!lty was {) 007444519%, whrch was an '_':::"_ - : o .';
mcrease ef 0, 0002871432% from lts prepoxtron measured as of August 31, 2017 ERRERR S L

Changes Smce the Prror Actuarral Valuatren The fo}lowrng were changes to the actuanal assumptlcns cr other | :' o ;

mputs that affected measurement of the total pensron lrabrhty since the prror measurement penod

- Avgust 31,2017 valuatjon. .

0 " _Demographrc assumptmns mcludmg post-retrrernent mortahty, _termmataon rates and rates of retu'ernent o8 e S
U0 were updated based on the experience study performed for TRS for the period endmg August 35,2007,
. ie - Economic. assumptrons mcludmg rates of saiary increase for mdwrdual pamcrpants was updated based on. L

" 'the same experience study,

. .e " The discount rate changed ﬁom 8 0 percent as of August 31 2017 to 6 907 percent as. cf August 31 2018 i _': -_:_'ﬁ _.
e " The long-term assumed rate of return changed from 8.0 percent to 7,25 percent. '_ L
¢ = The change in the long-term assumed rate of return combined with the change m the smgle drsceunt rate -

S was the prrmary reason fcr the increase mthe Net Pensron Lrabrhty

i : 0 .-:._The Total Pensron Lrablhty as of August 33 2018 was deveioped usmg a rc]i-fcrward mcthod ﬁ'orn the o

o o There were no changes of beneﬁt terms that affected measm ement of the totat pension habrlrty durmg the measurement _ . Q_ :

S '.__"_;'-":For the year ended August 31 2019 Sprlng Hrll ISD recogmzed pensron expense of $1 621 294 and revenue of $934 039 S R |
SRR fm support provrded by the State m the Govemment Wlde Statement of Actmt]es : : S
o ."At August 31 2019 Sprmg Hlli ISD reported rts proportronate share of the TRS‘s deferred outﬂows of reseurces and. G

i “deferred inflows of resources related to ‘pensions from the fellowmg sources: (The amounts shown below Wlll be. he
S curnulatrve Iayers ﬁom the current and pl‘lOl' years combrned) : L : S i

- Defe_r_red L

'Deferred :

OfRCSOlll‘CCS T T R

“Outflows Inﬂows RS

g - : : : | of Resources
. A Drf’t‘erences between expected and actual econorme expenence Conl g0 25541 § 100,540
Changes in actuarial assumptrons S N 1,477398 | 46,169
" i | Difference between projected and actual investment eamings | T o]0 797,749
L Changes in proportion and difference between the employer's =" -/ - i o]
"% {contributions and the proportlcnate share ofcontrlbutlons S 757,486 |1 50,706
" |Total as of August 31, 2018 measurement date ° o 182260425 | § 275,164
| Contributions paid to TRS subsequent to the measurement date R LR by
~|(to be calculated by employer) .- : IR 267,083 Wl

Tctal as ofAugust 31 2019 ﬁscal ycar—end $ 2527 508

s_-:275154_:'3"

The net amounts. of the employer s balances of deferred outflows and mﬂows cf rescurces related to pensmns w1ll be
recegmzed in pensmn expense for ﬁsture plan years as. foilows i SO S : :

Pensrcn SRR

Expense BIAESITR I

TS
Coagost7
320970 -

Yearended
August 31 : “Amount
2020 -jg[ '
©2023 j ' s
024 -5;“25L938 o
- 'Theleaﬁer 171,808

080




W Note L Defmed Other Post-Emplovment Benefrt Pfan . X

B Plau Descrrpﬂon. Spung]ull Independent School Drstrrct part:etpates in the Texas Pubhc School Rettted Ernployees_ : :._-':

S Group Insurance Program (TRS-Care). It is a multiple- employer cost sharing defined Other Post-Employment Benefit - R

(OPEB) plan that has a special funding situation. The plan is administered through a trust by the Teacher Ret1rement K f;__
- System of Texas (TRS) Board of Trustees It is establlshed and admmlsteled in accordance w1th the Texas Insurance_ BRI

o 'Code Chapter 1575

i OPEB Plan Ftduciary Net Posu‘wn Detall mfo:maﬂon about the TRS Care s ﬁducrary net posmon is a\'allable in the S
: ._":separately-xssued TRS. Compzehenswe Annual Fmancxal Report that mclndes ﬁnanczal statements ‘and . requlred
S supplementary mfcrmatlon o That 1eport ;i may - “be - _obtained on - the Internet vat o
. Uhitp/fwww trs.state. txus/about/documents/caﬂ pdf#CAFR by wrttmg to TRS at 1000 Red R.wer Street Austm TX ER A
L 35_78701-2698 or by calimg (512) 542- 6592 ' A I R

- Bene_f' s Prowded TRS Care prowdes a basrc health 1nsu1ance covelage (TRS Care 1) at no cost to all retn'ees ﬁ'om_'_.'__: o .' _' _:_ :
o ' _: '_pubhc schools charter schools reglonal educatron servrce centels and other educatlonal dlstncts who are membets of the s EEREAT SN
e TRS pensxon plan Optlonal dependent covelage 1s ava1lable for an addltlonal fee R L et

o .Ehglble retlrees and then’ dependents not em olled in Medlcare may pay plemmms to partlclpate in one of two optronal g

*“insurance plans with more complehenswe benefits (TRS-Care 2 'and ‘TRS-Care 3). Eligible retirees and dependents'
- enrolled in Medicare may elect to participate in one of the two Medicare health plans for an addltlona] fee. To qualify for ™ 7 e

- “TRS-Care coverage, a retivee must have at least 10 years of service. credit in the TRS pension system. The Board ‘of P 1

f_'_"'_'_Trustees is granted the authorlty to estabhsh basrc and optional group insurance coverage for participants as well as to e - SO
. amend benefit terms as needed under Chapte1 1575 052 There are 1o automatlc post—emp]oyment beneﬁt changes :
. -_mcludmg automatrc COLAs, b - - o : : S

L The premlum rates for. the optlonal health msurance are based on years of servace of the member The schedule below Sl

5 '_'.shOWS the monthly 1ates for a renree w1th and wrthout Med1care coverage

'I‘RS-Cal eMonthty fm Retn ees
January 1 2018 thm December 31 2018

.. NOll-

S ORI Medxcale s Medrcme i
"---':_3'_:Retnee* L = S$T a3 $ ._-..200 _ ':: - o
Retrree and Spouse : ."52_9 : 689 o

- Retiree* and Chlldren : '_f:"' _;4_68 L g '_408_ S

- Retrrce and Famlly 1020 999 e

) *or SHr wvmg spo.use

- .-Contnbulmns. Contrrbutron rates for the TRS Cale plan are estab]:shed in state statute by the Texas Leglslatme and i

S ~there is no continuing obhgauon to provide benefits beyond cach fiscal year. The TRS-Care plan is currently funded on ik
R _a pay-as-you-go bas13 and is subject to change based on avallable funding, Fundmg for TRS-Care is provided by retiree

premium confributions and contributions from the state, active employees, and school districts based upon pubhc school _' G

B = dlstnct payroll 'I‘he TRS Board of nustees does not have the authonty to set or amend conmbutlon rates '




f. '_'Texas Insurance Code 1575 202 estabhshes the state s contnbutlon rate whrch is 1 25% of the employee s salary Sectron i _': o e
1575203 establlshes the active employee s rate_which is .75% of pay, Section 1575.204 ‘establishes an. employer REERRE,

i : 'contnbutron rate of not less than 0.25 percent or not more than 0.75 percent of the salary of each active employee of the R

- public. The actual employer confribution rate is prescrlbed by the Legislature in the General Approprlalrons Act The.:-" . i

350 ffollowmg table shows contrrbutlons to the TRS Care plan by type of contrlbutor _- i

'::_'-:ActweEmployee Sy 0.65% - 065% S
e _3:Non Employer Contributmg Entlty (State) L 125% :'-_': D 25%‘ ERARERNLENEE
.:"Employers L C05% 0.75% S
_Federal/pnvate Fundmg remltted by Employels ' o '_.125%_ L 125%_'-" B
SH[SD 2019FYMemberContrlbuilons L 67 098 e _69,1{__)7 I R
© .. SHISD 2019 FY Employer Contributions - : "\ 8_2,496 88310
' Measurement YearNECEOn—behalfContubutrons L -'_94,004 124,853

e In addltlon to the employer contrlbutlons llstecl above there is an addmonal surcharge all TRS employers are subject to. ERORE

iy : (regar dless of whether or not theypm ticipate in the TRS Care OPEB progr an). When employers hire a TRS retrree they_ Gl B

are requued to pay to TRS Care, a monthly sulchar ge of $535 per retrree .

S TRS Care recewed suppiemental approprratrons from the State of Texas as the Non-Employer Contrlbutmg Entlty in the S
: _-amount of $182.6 miltion in ﬁseai year 2018. The 85" Texas Legrslature House Bill 30 provided and additional 212 SR
B ml]hon in one-time, supplemental fundmg f01 the FY 2018-19 biennium to contmue to support the program T hlS was_ 2 L
L also reee1ved in FY 20 18 brmgmg the total appropnatlons recelved in ﬁscai year 20 18 to $394 6 mllhon R S

i -::_:. _Acruarral Methods aud Assumptmns The total OPEB hablhty in the August 31 20 17 was rolled forward to August 31 i : : B e

B .'{2018 'I‘he actuarlal valuatron was determmed usmg the followmg aetuanal assumptlons :1'_ B




The followmg assumptlons and other 1nputs used for members of TRS Care are 1dent;cal to the assumptlons used in the SR i
August 31 20 17 TRS annual pensmn actuaual valuation that was rolled forwazd to August 31 2018 : '

_ . : :._:Rates ofMortallty i Geuerel .Inﬂ.atiou. ' 3 IR
'_ _:Rates ofRetuement X -._:-Wage Inﬂatlon
Rates ofTenmnatlon. v : '.:_:_ 3 | ::Expected Payroll Grewth
Sl Rates ofDlsablllty Incndenee e | . ._ L _'
Addational Actuarlai Mcthods andAssumptmns :: - : e S TSR TR T
' S .'.:--'August31 2017 rolled forward to ISTENTARRE
S {-._-_August31 2018 . R
ﬁ_. : ':._'ActuaraalCost Method AR . : Indw:dualEntry AgeNonnal
";'.'_'_ﬁInﬂatlon _ g 1_ RN _::'Z_'_. i ._-.--;230% : FERRTR NI

':' Valuatlon Date

B -_'Smgle DlscountRate S 3 60%, Sourced fromﬁxed Incomemumcxpal
i G bonds with 20years to maturity that '
o include only federal tax-exempt mumcipal
"' bonds as reported in Fidelity Indexs "20- :
L :_Year Municipal GO AA Inde)f' as of
S August 31,2018 - :

E'Agmg Factms A :jBased on plan speclﬁc expeuence ';:'f G
i s ._.-.Eteetlon Rates .. : -. : ;. S -_.'-':Nmmal Retlrement 70% paltlelpatmn _.
: S SRR -~ prior to age 65 and 75% part101pat1on
R DR . : : ';'_'aﬁerageGS L
L Emeus_es S _ _-'fThlrd-party admm1strat1ve expenses

.. related to the dehvery ofhea]th care” ST

5 _'_beneﬁts are meluded in the age- N
o : adjusted claims cost '

. Pi‘OJected Sa[ary Increases ** o : 3 05% to 9 05%, mClUdlﬂg mﬂatlon R
._'HealthcareTrendRates B T T 850% oo SR

s ":Ad-hoc post—employment beneﬂt changes S -':-'_-None

;._'Dtseaunt Rate. A s,mgle d1seount rate of 3 69% was used to measure the total OPEB habﬂity There was an mcrease of R
.27 percent in the discount rate since the previous year. Because the plan is essentially a “pay-as-you-go”. p]an the single -

- - discount rate is equal fo the prevatlmg municipal bond rate. The projection of cash flows used to determine the discount R _
' rate assumed that contributions from active members and those of the confributing employers and the non-employer.. DR
_ " contributing entity are made at the statutorlly required rates. Based on those assumptions, the OPEB plan’s fiduciarynet % ¢
.+ 'position was projected fo nof be able to make all future benefit payments of current plan members. Therefore the
EEES -.mumclpal bond rate was apphed to all pex 1ods of prOJected beneﬁt payments to determme the total OPEB 11ab111ty :

: : _thscaunt Rate Sensrt:w{y Analys:s. The followmg schedule shows the unpact of the Net OPEB Llablllty 1f the dlscount . 5 o
“rate used was 1% less than and 1% greater than. the dlscount rate that was used (3 69%) in measurmg the Net OPEB_ R

:.:'.:.j.. :Llablhty



1% Decrease in '.'C'.-ll’.feﬂf Single | 1% Increasein | .00 i
- Discount Rate 'Discount Rate' | Discount Rate - B
S ' (269%) (369%) (469%)
* {SHISD's proportionate share ©". " S _
7107 135 s 5970659 5071532

" |ofthe Net OPEB Lisbility

SR I)lstrlct' propomonate share of the collectwe Net OPEB Llablhty
RIS States proportlonate share that is assocmted wnth the Dlstrlct

: :. ': OPEB Lmbrlmes, OPEB Expense, rmd Deferr ed Ourﬂows ef Resaurees and‘ Deferred Iuﬂows af Resourees Related to.': S

o At August 31 2019 the Dtstnct repmted a hablllty of $5 970 659 for lts proportlonate share of the TRS’s Net OPBB_ R

: : - Liability. Tius hablhty reflects a reduction for State OPEB support provided to the District. The amount recognized by - R
o the District as its proportionate share of the net OPEB habrhty, the related State support and the total porhon of the net R
z :'OPEB l1ab1]1ty that was assoaated wrth the Dis’mct were as foliows ' L . '

9,027,858

. : -.3; r The Net OPEB L1ab1hty was measured as of Aucust 31 201’] and ro]led forward to August 3l 201 8 and the 'I’otal OPEB L :.:' Sk |
. Liability used to calculate the Net OPEB Lrablhty was determmed by an actuarial valuatron as of that date. The employer § v

. proportion of the Net OPEB. Liability was based on the employer’s contributions to the OPEB plan relatlve to the g8
G contrlbutlons of all employels to the plan f01 the period September i, 2017 thru August 31 2018 ' SEOIEN

SRS At August 31, 2018 the employer $ propomon of the collectwe Net OPEB L1abxl1ty was 0 01 1957 839% whlch an mcrease N
[ (decrease) of 0. 0009091999% from its propor tion measured as of August 31, 2017 : N

" The followmg schedule shows the 1mpact of the Net OPEB Llablhty ifa healthcale trend rate that is 1% less than and 1% _' N .

(AN greater than the assumed 8, 5% rate used

1 IERER S ~Curent : ER S
f‘.;l%_Decrease - Healthcaxe Cost 1%Increase | -
e : B I SRS R SIS T:endRate B IR
G PmpomonateshmeofNet S — et

o Changes Smce the Prior Act:mrmr' Vahmnon The followmg were changes to the actuarlal assumptlons or other mputs_ :_..; IR

o s that affected measurement of the Total OPEB llabrhty smce the pnor measurement perlod

e _f . SAdJustments were made f01 retuees that were known to have d1scontmued thelr health care coverage m
. fiscal year 2018. This change increased the Total OPEB Liability. - : e
"*» The health care trend rate assumptlon was updated to reflect the ant1c1pated retum of the Health Insurer
- Fee (HIF) in 2020. This change 1ncreased the Total OPEB Liability. - -
e, Demographic and economic assumptions were updated based on the expenence study performed for TRS
.. for the period endmg August 31,2017. This changed increased the Total OPEB Lzablhty :
‘s The discount rate was changed from 3.42 percent as of August 31, 2017 to0 3 69 percent as of August 31
7+ 2018. This change loweled the Tota] OPEB Liability $2.3 billion. i
e Change of Benefit Terms Since the Prior Measurement Date — _Please see the 2018 TRS CAFR, page 68 _ -5 =
sectlon B for a hst of changes made effectwe September i, 2017 by the 85“‘ Texas Leglslature R



A ':.For the year ended August 31 2019 the Drstrrct recogmzed OPEB expense of $539 911 and revenue of $328 379 for

e : Sﬂpport prov1ded by the State

' Differences between expected and actualeconomrc expenence i1 $0316,841 | § 94,226

e |Contributions pard to TRS subs equent to the measuiement date

L --At August 31 2019 the Dtstrlct 1eported 1ts pr oportlonate share of the TRS s defen ed outﬂows of resources and deferred
o .lnﬂows of resoutces 1elated to other post-employment beneﬁts from the followmg sources: . Ch o

Deferred Defen’ed_ SR
_ Outﬂows Cnflows |
“*| of Resources |of Resources

g Changesmaetuarlalassumptrons S 00634 1 71,793,840 |
~ 7| Net Difference between projected and actual investment eammgs e N0 e
~ . |Changes in proportion and difference between the employer's -~ | <o o :
- |contributions and the proportionate share ofcontnbuttons ool 408403 | R R
“Totai as ofAugUStBI 2018 measurement date <o 916012 | ".1,388,066. i

et : (to be calculated by employer) R I Rt .8531'0 i -
' Total as ofAugust 31 2019 ﬁscalyear—end T $ 1,001 322 $ 1, 888 066

. _-_.The net amounts of the employel s balances of defeued outﬂows and mﬂows (not mcludmg the deferred contrlbutton : s :5'. :.':'. o

o 'patd subsequent to the measulement date) of resoul ces 1elatecl to OPEB wrll be reeognlzed in OPEB expense as foilows

Yeal ended OPBBErq)ense :

s August?,i “Amount

T s TR

L2 ATR978)

02 a9
o 2023 ERE :'_-;_(173,176) = it
2024 '.’-"’(173,28_9)_._'_ e
Theleaﬁel ________LI_Q_G_:_GSi)- SRESEE

3 enesy

- -'_:Note M School Dtstrict Retn ee Health Plan (TRS)

.""-':;"-_Plan Descrtpt:on — The Sprmg Htll Independent School Dlstrrct contubutes to the Texas Publlc School Rettred i

i ..; ‘Employees Group Insurance Program (TRS-Care), a cost-sharing multiple-employer defined post—employment health S
oo care plan admtmstered by the Teacher Retirement System of Texas. TRS-Care Retired Plan provides health care coverage = -

“for certain persons (and their dependents) who retired under the Teacher Retirement System of Texas. The statutory - i

1 authority for the program is Texas nsurance Code, ‘Chapter 1575, Section 1575.052 grants the TRS Board of Trustees ..

o -the authority to establish and amend basic and optlonal group .insurance coverage for participants. - The TRS issueda -

.+ - publicly available financial report that includes financial statements and required supplementary information for TRS- .70
“Care. ‘That report may be obtained downloading the report from the TRS Internet website, www. trs.state.bx.us, under the =00

RS '_ . “TRS Publications heading, by calling the TRS Communications Department at 1-800-223- 8778 or by wntmg to the TRS - . :
i -'Commumcatrons Department 1000 Red Rlvel Street Austm Texas 78701 e : I

s F undmg Pohcy Contrlbutron requtrements are. not actuarlally determmed but are ]egally estabilshed each btenmum by £

_ - the Texas Legislature. " Texas Insurance Code. Sections 1575.202, 203, and 204 establish state, active employee, and ._: S
- +.»public school contributions, respectrvely Funding for free basic coverage is provided by the program based upon public - -

‘i school district payroll, Per Texas Insurance Code, Chapter 1575, the public school contribution may hot be less than o SR
. 7:.0.25% or greater than 0.75% of the salary of each active employee of the pubhc school Fundmg for optlonal coverage AR
Londs prowded by those partlctpants selectmg the opttonal coverage i . _ . . SRS




BN : Note N Medlcare Part D i’I‘RS[

Contrlbutlon rates and amounts are shown in the table belew for ﬁscal years 2019‘2017

Contnbution Rates aud Contnbution Amounts s

ActweMember i ':-": State_'- B SehoolDlstrlot SR
Year ~Rate S Amount U Rate Amount “"‘Rate “Amount -

L2019 065% .  $69006  125%  $132895 _0.75_%_._ 3 ,_$79_,_737_ L

: 5_')_2013_“_:_;{_5..j 065% $67098 CU125% 08129033 U 075% o $77421

w o '_Federal Government Retlree Drug Sub31dy The Medlcare Modermzatlon Act of 2003 (MMA) created an outpatlent _' i
-~ prescription drug benefit program (knows as Medicare Part D) and a Retiree Drug Subsidy (RDS) program which were - 0 2

. made available in 2006, The Texas Public School Retired Employee Group Insurance Program {TRS-Care) is offenng a o
.gﬁ_-;’-Medlcare Part D Plan and is partlelpatmg in the Retiree Drug Subsidy plan for ellgible ‘TRS-Care participants, Under - L
Medicare Part D and the RDS program, TRS-Care receives _payments from the federal govemment to offset certain .
" prescription .drug expenditures for eligible TRS-Care partlclpants On behalf payments must ’oe recegmzed as equal SRR

- NoteO Due Freml’I‘o Other Govel nments il

B revenues and expendlmles/expenses by each 1eportmg entity

: The allocatlon of these on-beha!f payments IS based on the ratlo of a 1eport1ng enttty s covered payro]l to the entlre_f S

B - :covered payroll reported by all pamclpatmg reporting entities, TRS based this allocation percentage on the “completed” S e

... report submission by reporting entities for the month of May Any questiens about payroll amounts should be dtreeted S . _' |
SR _-__;_toareportmg entnty spayrol] contaet : R e . . : :

8 - '_'..:{Contrlbutlen amounts are as foilows State Conmbutions for Medlcate PartD made on behaif of Sprmg Hlll Independent_._": S
" School District’s employees were $33,076 for the year ended August 31, 2019. " State Contributions for Medicare Part D..

' ‘made on behalf of Spring Hill Independent School District’s employees were $39,295 for the 'year ended August 31, S

3 12018, State Contributions for Medicare Part D made on behalf of Sprmg Hlil Independent Sehool D;stuct’s employees
% _: were $47 0‘79 for the year ended August 31 2017 S : RERERSTEEE G

5 .The Dlstuet part1c1pates 1n a vauety of fedelal and state plograms ﬁom whlch it receives grants to partlally or fuily g _:; pas
. finance cerfain activities. : In addition, the District receives. entitlements from the State through the School Foundation =7

. and Per Capita; Programs, Amounts due from/to federal and state governments as of August 31,2019 are summauzed : o : _:
b below ‘Al federal grants shown below are passed thlough the TEA and are reported on the combmed ﬁnanc:al statements SRR St

- -as Due from/to Other Govemments

e State '_: _3:;::'.:cheral_.__-;_. B
Z-Fund R Entltlements . Grants o Total it

: Govemmental Aetlv:t:es

:._'_Dl,le meOtherGoVemmemS RERTRAN _.:.: . L L : i : : g s
S .:NonmajorGovemmentalFunds e

(Spec]alRevenue) i ; - N . :65,269 G ".""65,269. BERE




_'_:_NoteP Unearned Revenues :

:Unearned 1evenue at August 31 2019 consmted of the fol]owmg _' i -

-.'_'_-Ge_nena_l ."._-Nonmapr R AT
SR Sl . Fund - -:.  Funds o Total
':'_-___'.AthletacFund L i p0840 e e 20,540

L Food Service StudentAccounts I "21 882 .. 21,882 -

S 00, 540 21,882 '42,422

' 'Note Q Deferred Inﬂows of Resou rces (Goven umental Funds!

o : :‘Unavallable revenue property taxes at August 31 2019 consrsted of the followmg:”-'_. s

... General : - :_Se_rv_ice % Grh
. Fuﬂd Gl Rund ‘I‘otal

" Netuncollected texrevenue 135010 . 58274 - 193284

S 135,010 0 58274 .193,284 :

sl :NeteR o Co'l'n'mitme'nts ah'd Co.ntingeheies' 2 RIS

2% j thlgauon 'Ihe Dlstrict may be subjeeted to loss contmgencles arlsmg prmc:paily in the normai course of operatlons In' L

o the opm:on of the administration, the outcome ‘of these lawsuits will not have a ‘material adverse effect on the SN
--accompanymg fmanmai statements and accor dmgly, no prowsmn for losses has been recm ded RSN ;

. '-"Grant Programs The Dlstrlct particlpates in numerOUS state and federal grant p1 ograms whlch are governed by various - SO o
“rales and regulations of the grantor agencies. Costs charged to the Tespective grant programs are subject to auditand .

: ':'--'_}ad_]ustment by the grantor agencies; thercfore, to the extent the District has not complied with the rules and regulations . i
.governing the grants, refunds of any money recelved may be required and the collectability of any related receivableat =~ i
o August 31, 2019 may be impaired. Tn the opinion of the District, there are no significant contmgent liabilities relating to -

_compllance with the rules and regulations governing the respectwe grants the1 efore no prov:swn has been recozded m_" S T

R : the accompanymg ﬁnanmal statements for such contmgenmes

' '.__:"".N:ot_e 8. ;-I_nterfund Transfers

i '_ GeneralFund

. Tmasfers | Transfors
o In Out: 0

Operatmg transfer (out) to Debt Serwce Fund - 42,113 ._::- T : o

s '-'5""Debt Serwce Fund -

Operatmg transferin fromGeneraE Fund e _. :' 42,113 o _ .:.1 v

- The General fund transferred funds to the Capital Projects Fund for the construction of the ballfield project. =~



e _'-NoteT Interfund Recelvables and Pnyable B

8 k g General Fund

Due to Capltai PrOJects Fund

: Cap:tal Pro Jects Fund

Due from General Fund

NOIlmB._]Ol‘ GovemmentalFund Spec1al Revenue 2
Due fromFlducialy Fund Student Act1v1ty Fund

Flduclary Fund Student Actmty Fund . o
Due to Nonmajor Govemmental Fund Speclal Revenue

SRR theU Revenue frmn anal aud Intermedlate

i :Rcce'iv_a_bles__' : :

! Enterfund balances at August 31 2019 cons:sted of the followmg mdlvzdual fund baiances

(Due To)

(Due Fror_n) :

48060

RN I

Sources B

90,173

L _Durmg the current year revenues from local and mteunedlate sources cons:sted of the foliowmg

o ':_Properfy taxes &1eiated income SRR .:5,458,_0_2.8
Investment income - TR .:.:': 219,638 .
'.'Rent SIS G ; _.:: .9_,949 .

"_:.Food service revenue - . i

: 'Otherlocaland mtennediate sources T '.'53,278_.--"
: - S 5820386

B Note V ':. -_.Gen_et'f_al Fund .Fedeljn]'S.our'ee Revenu_es : : '_ - :_' i

Sy . Debt
CGeneral

S RS o Servige
-+ Revenue Sources - S o Fund

Copltal
ojests

Nonma_]or

Govemmental

.'Pavnbles ;.:j'- B

42113 R3S

a6

Govemmental _ B 5 :3-: SRns
Funds i IR

Total

| ...-fots and centnbutlnns _ el
. . -Athletlcs/Cccumcu]a; N -:' i :: L 79,493 - :'_'; PR
' :_'.-_Campus actlvlty fund o

CFand

23ms8
48986

Fund' -~

Cems

Funds -' '

e

Sl 2_._42,_043__'5_:.'__'
Coasder.

71 617 S
3059
T N
3654670

79493 ¢

2382575

397,044 ¢

L4179

Program or Sourc

School Health and Related Servxces (SH.ARS)

Amount

607610
607610

1159723.”
sm
9013634 -



o PBIMS.

- _ Note W Shared Servnce Al‘l angement

::-The Dlstrlct partl(:ipates ina statellocal!y funded and federaliy funded Sha:ed Serwce Arrangement (“SSA”) for spec1a1 : o

Cl -“education services with the following member school districts: = Sabine Iudependent School Dlstnct (Flsca] Agent),'_'. o
RO 'Gladewater Independent Sehoel Dlstnct and Wlnte Oak Independent School Dlstrlct . :

L 'State/Locally Funded The ﬁseal agent prov1des services pa1d for usmg the payments rernltted to the ﬁscal agent The LR

" District has accounted for the payment of the activities of the SSA in the General Fund, Function 93 Shared Services i Pb

2 i _Arrangements and has accounted for using the Model 3 in the SSA section of the Resource Gu1de Spring Hill ISD remlts_'_' i | " o
- funds to.the fiscal agent for the director, counselors, ‘diagnosticians, and shared teachers. - These payments totaled = &

$246,542 fer the year ended August 31 2019 The fi seal agent is responsd)le for the reportmg mfonnatlon through ;. __:-: s

e _'_'-Fedelaily Funded The fi scai agent receives the federal IDEA-B Preschool Plogram grant ﬁmds and passes the grant PRI
- funds on to the member districts. Accordlng to guidance. prowded in TEA’s Resource Guide, the District has accounted_'_ AR
. for the revenues and expendltures of the SSA in the appropriate Special Revenue Funds and accounted for using Model . o
"2 1'in the SSA section of the Resource Guide. “Spring Hill ISD has reported the grant funds 1ecewed of $12 945 as revenues U
SRS and expendltnres in the Specnal Revenue Fund IDEA-B Plesehool S =

- Federally Funded The ﬁscal agent receives the fedexal IDEA B Formula Proglam grant funds. 'I'he 1i scal agent provldes D v

ol services, Although a portion of the activity is attributable to the District’s participation the District does not account S

o '-'_-'for the revenue or expendxtures of thls pregram The ﬁscal agent is respon51ble fer a[l ﬁnanenal activities of the SSA

e Note x ubse uent Event

L “In re\rlewmg its ﬁnanc:al statements management has evaluated events subsequent to the ba}ance sheet date through : R

o -.November 21 2019 WhICh is the date the ﬁnanclal statements were avatlable to be 1ssued

.:.:5.3.: SRR







EXHIBIT G 1

: SPRING H]LL INDEPENDENT SCHOOL DISTRICT . e
SCHEDULE OF REVENUES EXPENDITURES AND CHANGES lN FUND BALANCE o
: BUDGET AND ACTUAL GENBRAL FUND - SRR i
ERTE FORTHE YEAR ENDED AUGUST 31 2019 S
L .DaTa N -. . i ActualAmounls _Vaﬁ.ancc.Wit_h i o
. : . G R AR ‘(GAAPBASIS) - FinalBudgel

s e Lo Pesitiveor Do

Original - CCFimal T T (Negative)

5 .:.Codes T A R

_.5._5700 Total Local and Intermedlate Sources ST 5732 124 $ 5,730,250 5,820,386 % 0 90,136
' ,'5800 State Program Revenues e TO10,326,429. 00 010,363,403 0 10,997,825 634,422 T
115900 Federai ProgramRevenues S 390,000 0 '.: 390,000 1 607,610 - 217,610
'__.-isozo e Tota] Revenues 16,448,853 0 016,483,653 0 17,425,821 L 942,168
SRR Current PR R T T e T T e T S L R T s e
f'-_"°0“ Instruction =~ S e 0037708 9,054,723 0 8916206 -t 138,517 o
10012 - Instructional Resources and Media Senv:ces TR .':'-3'_"-2_95,673. CULBIS,6T2 o 30,987 12,785 R
© 110013 Curriculum and Instruct;onal StaffDeveiopment 03226460 322,646 0 298,055 24,5910
.. 0023 “School Leadership.. . ST 1,040,855 1,050,855 0 1,012,569 o 38,2860 0
10031 Guidance, Counselmg and Evaluation Serwces_-' 320,796 0 340,796 319,925 G 20,870
0033 "Health Services =" - - > T 144,063 1 159,063 0t 145,541 03522
70034 - Student (Pupil) Transportatlon j S U A17,329 0 444,829 00 419,845 24984
0035 - Food Services - = . RSN TR N R 10,752 10,752 9,259 1,493
1110036 Extracwrricular Activities ~ - Sl 1,069,746 1,142,046 0 1,079,405 62,641
: _:':'-_004_1.'GeneralAdmmlstranon L 903 68 D B3R,500 0 74T, I5E '.90839.'5__ TR
70051 Facilities Maintenance and Operatlons L ILB30670 2,247,859 2090 925 . .156,934 S
0052 - Security and Monitoring Servlces_ s 132010 323910 292,634 C3LAT
0053 "Data Processing Services ™ o 0203207 0 313,297 0 279,621 ; _'-_':'-.-33,57_5__-'-'-.';-____
10061 '_:ConnnumtyServxces L T 95803 0 T 27,803 0 LT 23,152 0 4,651
20 Intergovernmental: e L T e e
g -'5'_0093 ‘Payments to Fiscal Agent/MemberDistucts of LT 266,000 266,000 o 246,542 1 19,458
ol 0099 Other Intergovemmental Charges Solne e 7,000 CUUUTRT000 2,671 4329 L
O 6030 Total Expenditures b LT 16,448,853 16, 975,842, 16,297,018 678,824 o
1100 Excess (D“’ﬁ"le“c)’) OfRe"e““eS 0"“” (Under) Ce i 492,189) 1,128,803 ]_"_'-:71,620,'99'2
o~ Expenditures - | ' L S L e

g OTHERFINANCINGSOURCES(USES) T T R e
Z__..._:.sgu Transfers Ol.lt (USE) S e R : ..: el .-::._ (42 1}3) S (42 113) :_.: : B

' :';_ :0100 Fund Balance September 1 (Begmnmg) i :_: 7,628,412 '-:j_:..'.."7,628,412__ ' 7628 412 = SN

; “3669 fa_:@d_salaﬁéeémggsfai (Er:idmg')"_g'; Ls 1684125 7136223 § 8',"1'1'5_,10_2' - '$ Clasmeem



o BXHBITGS

LUUFY2016 Y2015
" Plan Year 2015 ~ Plan Year 2014 ..o

S 00065702% o 00027257% . oo
s 234788 Tase2

gm0 sgsses

S8 05188 5 | 6383,100 ot

s emos s osmam

s 2518% 806% Bl




2193008 194546
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o .”_' Dlstnct‘s Covered Payrcll

R SPRING HILL INDEPENDENT SCHOOL DISTRICT R e
SCHEDULE OF THE DISTRICT'S PROPORTIONATE SHARE OF THE NET OPEB LIABILITY SRS
 TEACHER RETIREMENT SYSTEM OF TEXAS R
_FOR THE YEAR ENDED AUGUST 31,2019

N FY2019 :_- FY2018
Plan Year 2018 Plan Yeaz 2017 o

'.Distr:ict'_s_ Pmpo'rt_ioh_o'f;ne N;'é Liabi_lity (As'sct) for o;t_ie_r_ Pos_t_e_:ﬁmoymeﬁt_aenaﬁ;s 0.0_11_95733_9% e 0._0_1__10486_4%_'. i

e Dlstncts Proportaonate ShareofNetOPEB Llablllty (Asset) s 5970 659 $ 4804 639

S -State s Propomonatc Sharc of tha Net OPEB Liablhty (Asset) Assnmated thh the Dlstrlct RN : 9 027 858 7 862 837

Total ek - s 14,998,51’_7_'-.&3_ B :2_,_66_7,476,

S 10322660 5 0803834
. Dlstnct’s Propornonatc Share of tthet OPEB Llablllty (Assct) asaPcrcentage of lts Covered I57.84% 490!%
-'_"Payroll L E _ SR L L R s e
) _:.: Plan Fldumary th PosumnasaPerccntagc ofthe 'I‘otal OPEB Llabxhty :. i R ..: : l.zj_’]% SHIE 091% o
it 'Note GASB Cod;ﬁcatmn, Vol 2, PSO 238 states that the mfomlatlon on thls schcdulc should bc detenmncd asof the measuremenl date i

- {Therefore the amounts reported for FY 2019 are for the measurcment date August 31,2018, The amounts for FY 2018 are bascd on thc T
: :_-August31 20i7measurcment dale s Sl o = : I

" L ':. iTh:s schcdu]e shows on!y the years for whlch thlS mformatlon is avat!able Addltlonat 1nformanon w:ll bc added untll IO ycars of data are
: "-'avallabic and rcponed ik S i : : SRR : SR




% : - EXHIBIT G-ﬁ9_ '
PR mMUNGIHLLINDEPENDENTSCHOOLtnSHUCT - il =
SCHBDULB OF DISTRICT S CONTRIBUTIONS FOR OTHER POSTEMPLOYMENT BENEFITS (OPEB)
i TEACHERRETHUHWENTSYSH%&OFTBXAS B
" FOR FISCAL YEAR 2019 -

2019 RS 2018

'_Comnbutmn in Relatlon to the ContractuallyRequlred Contnbuuon (85 310) (82 496)_ '_

- Cpnt_r_ibution'D_eﬁci_cﬁby (_Ex'c:ess:) Ny
-Dlstnct‘s Covcred Payroll . s e o o ; $ 10 631 614 $ 10,322,664

.Z.ComnbunonsasaPerccntageofCoveredPayrou L esw o 080%

Note GASB Codlﬁcatlon Vol 2 P50 238 reqmrcs that the data in thls schedule bc presentcd as of the Dlstrlct’s rf:spectlvc ﬂscal ycars as RIS
: opposed to thc tune penods covered by thc measuremcnt dates cndmg August 31 of thc preccdmg ycar S AN G

Informatlon in th:s schcdulc should bc prov:ded only for the ycass wherc data is avallablc Evemua!ly 10 ycars of data shoutd be prcscnled




S " SPRING HILL INDEPENDENT SCHOOL DISTRICT - -
e NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
'  FOR THE YEAR ENDED AUGUST31,2019

i -:'A Notes to Schedules for the TRS Pensnon Plan

" _:.Changes of benef t terms

'_ _' _' _'_There WEFE No changes of beneﬁt texms that affectcd measurement of the total pens1on hablllty durmg the' hnt
B -’-_'measurement period : o : : S R

_Changes ofassumpuons I R AN S : - ;
271 Assumptions, methods, and plan changes whlch ale spec1ﬁc to the Pensron Trust Fund wele updated from EREER
- “the prior year’s report. The Net Pension Liability increased s1gn1ﬁcantly sance the prror measurement date LRy

' 'due toa change in the followmg actuaual assumptlons SO S SR EA

the August 31,2017,

31,2017,

-~ based on the same experience study. -

Sk _'_dlscount rate was the przmary reason for the increase in the net pensron Ilablllty

B ;Notes to Sclledules fol the TRS OPEB Plan ':_ L

S -.Clmnges af benef i

- . The 85" Legislature, Regular Sessron passed the followmg statutm y. changes whlch became effectwe on '; ;':
-':_'_Septemberl2017 o i o : _ R

Created a hlgh-deduotlble health plan that prov1des a zero cost for gene: ic prescrlptrons for certam E

preventatrve drugs and- provrdes a zero ‘premium for disability retirees who. ret_lred as a drsabrhty-__ R

~retiree on or before January 1,2017 and are not eligible to enroll in Medicare,

» Created a single Medicare Advantage plan and Medlcare PFCScrlpnon drug plan for all i

i Medicare-eligible participants. -

B enrollees cligible for Medicare.

» Allowed the system to provide othe1 app10p1 1ate health beneﬁt plans to address the needs of S

e Allowed eligible refirees and their ellgrble dependents to emoll in TRS Caie when the retnee
“reaches 65 years of age, rather than waiting for the next enrollment period. . Rt

Ehmmated free coverage under TRS-Care, except for certain dlsab:lrty retirees enrolled durmg Plan '_: S e

‘Years 2018 through 2021 requrrmg members to contrlbute $200 per month toward therr health S
1nsuranceprem1ums AT L SR 5 . &

" :' 'I‘ he total pensron habrlrty as of August 31 2018 was developed usmg a 1oll forward method from.: :_ X e ! i

-"'Demographlc assumptrons' mcludmg post—retirement mortality term:natron rates and rates of . o . :
v _'retlrement were updated on the experrence study perfonned for TRS for the perlod endrng August SRR

"_.Economrc assumptlons mcludmg rates of salary 1ncrease for mdmdual partlcipants were updated i _f _-

-~ “The d1scount rate changed from 8.0 percent as of August 31 2017 to 6 907 percent as of August i

31,2018, N _ S '

- The long term assumed 1ate of retum changed from 8. 0 to 7. 25 pelcent : T A s
The change in the long~te1m assumed rate of . return ‘combined .with the change in the smgle R




B '.’_Cimnges m Assumptmns

S The followmg were changes to the actuarral assumptrons or other mputs that affected measurement of the Sann -_
S T otal OPEB Lrabrhty since the prior measuxement peuod Hin T R LR SOCE R E

e Adjustments were made for 1etnees that were known to have drseontmued heaIth care covel age m
.o fiscal year 2018, This change increased the Total OPEB Liability. - -
e The health care trend rate assumption was. updated to reflect the antlmpated letum of the Health
RO Insurer Fee (HIF) in 2020. This change increased the Total OPEB Liability. - ' :

[y Demographlc and economic assumptrons Were updated based on the experience study performed fm .' L S

. ~'TRS for the- penod ending August 31,2017. This change increased the Total OPEB Liability.
" e The discount rate changed from 3.42 percent as of August 31, 2017 to 3.69. percent as of August
31 2018 Thrs ehange Eowered the Total OPEB Llablllty $2 3 brlhon ERRA T

: In tlns valuatlon the 1mpact of the Cadlilac tax has been calculated asa portron of the trend assumptron :;._" .
NS Assumptlons and methods used to detetmlne the 1mpact of the Cadlllac Tax :nclude L L

. 201 8 t!u esholds of sssorsz 292 were mdexed annually by 2.50 percent . S
L. Paemrum data submitted was not adJusted for the permlss1ble exclusions to the Cadlllac Tax SRS
- » There were no specmi adjustments to the doﬂar Irmlt othea than those permlssrble for non—Medrcare_ e '

o retrrees over 55

'.:.'.Results rndlcate that the value of the excise. tax would be 1easonably represented by a 25 basrs pomt
i ddltlon to the long—term trend rate assumptlon R TR ST Sl

T R







255 o aB9 T U410 46l Total :

© . ESEAILA  OtherFederal . . Stafe '~ Campus = ‘Nonmgjor - -
.. Trainingand . - Special - Instructional . Activity . . Governmental &' . :

. “Recruiting - Revenue Funds .-~ ‘Materials . % Funds .. Funds

L% 27577 8196371
e T L L R B S T T S
C§ s RS L g e g 75,637 08 BT0827 e

el e R A6t e

L o aser 1567




o EXHBITH2

T e e T L
.7 ESEAILA  OtherFederal ' State "~ Campus. . Nonmajor ' . = 0.

% Trainingand - Special " . Instructional . Aclivity .. Governmental .
" Recruiting . Revenue Funds . . Materials = . Funds .~ Funds 0 0o

e e 328,008 it 3384
CUS4,607 20,184 Eo e L 033337 0
US4607 21,184 0 328,098 169,723 0 LTB4790 o

54607 2101840000 328,098 052,835 L 17,786
el e e g TRl
S B T R e
S D LT T AR BET e ABS6T
L L A4 T AR T
Co21,184 0000 328,098 L 170,565 L TITT62

LS g g s s EaT s 0664

siigg L L







Ty (20) - _:..(.31)._-_:;:5-___ (32) _:(40);-""'-_-'"_”_'_"'-”:”" 0

e CBeginning i Current -l o UEntiee i Endmg ]

. Balance '_ ~Year's . Maintenance - _Debt Serwce Sy Year's . Balance

9/1/2018 Totathvy .:_-._-"'-'Qo.lle_:c.;.tion.s' e '.-_-colh_:cnons .' Ad_;ustmcnts }'8131/2019 S
s $ s wms 0 sis o ox9s 4o

s 396 '3f*7;;?iL ;L'f;?f}ﬁf5ﬁhlff)"2- ;'35';;fi= ?:;f ui?i :i5f1-i:i‘7ugir;'g{(l2){ :i. 5f7?ff3s,337 L
'" ;f¥?¥?3Sﬁfl5;f;i;f*f ;5 ﬁ :ff”f ffﬁi4§éiJ.:if{j;” f2$2§$?  ”f E (130565ff,ffffx;fiéAEOf-.ffff*
Comm g 8922 -'(14,9__59.)"13.' o omem

S BOAZ380 . SAIOESL. 2316175 QUL 100286

1254338 § 8,047,380 $ 5430996 $ . 2320940 $ . (284463)§ 265318 .




St ‘Control . g a1 : B .. ! o Budgeted Amoums

EXI—HBIT J-z L

: : S SPRING HILL INDEPENDENT SCHOOL DISTRICT ' R EEE

SCHEDULE OF REVENU"ES EXPENDITURES, AND CHANGES IN FUND BALANCE
" BUDGET AND ACTUAL - FOOD SERVICE FUND PR

: FOR THE YEARENDED AUGUST 31,2019 -

Daa L D B T - Actual Amounts 'Variahcé'wm_z_'_';f S

: ' : (GAAPBAS!S) FinalBudgct_ SRR

. - — SRR : Pcsutwcor B
i Ongmal i '_ Final ° L  (Nepative)

s

._';5700 Total Localand Intermedlate Sources SR -'_$. 256 500 $ 256 500 $ 243,006 - $ . (13494)

'+ 5800 State Program Revenues .0 4,300 043000 10,626 6326

- 20 Fedefale"gfamRe\'en“es 536,693 7 546,693 ."-595,'434.-_ ST R P
."{5020 Total Revcnues Sl 797493 07,4930 0 8SOMI6 42623

S Cument: ST s R
' --0035 FO""SGW‘“S CORE T 797,493 T LB07,493 L o TBR246 25247

- -"36”30 Totai Expeﬂdltures :'-'f ST onams 07493 T2 246'__”'_--'-.5 Las2dT

o0 Nﬁt ChangemFund Balances L e 67 870 S ergm0

i : 0100 Fund Balance September 1 (Begmnmg) o 153,087 :'_'."'-'__15:3.,05.7 153,05_7_ A A N

-_":-3_0.00' :Fuﬁ_d'_Bjal_anc'c - August 31 (Ending) C$ 153057 % 13057 0 220927 80 67800 L
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SCHEDULE OF REVENUES, EXPENDITURES, AND.CHANGES IN FUND BALANCE
' BUDGET AN"D ACTUAL - DEBT SERVICE FUND

FORTHEYEARENDEDAUGUSTSI 2019 S

EX[—IIBIT J-3

B Data B

.--.'__Codcs

Budgetchmounts ERR

Actual Amounts .. ;
" (GAAPBASIS) -

Variance With - © 0
‘Final Budget <o
“Positiveor 00

. REVENUES:. S
7125700 Total Local and Intermedlate Sources _': SRS
h .5800 State Program Revenues IR

s 5020 S Total Revenues

EXPENDITURES
Debt Service: . -

3 i '_00” Principal on Long—Term Debt
~-.0072: Interest on Long-Term Debt .~

. o 0073 Bond Issuance Cost and Fees

B 6030 . Total Expendntures

i 1100 Excess cf Revenues Over Expendltures

S OTHER FINANCING SOURCES (USES)
E 7911 Capital Related Debt Issued (Regular Bends)

L :_. 7916, Premium or Discount on Issuance ofBonds - S
o 8049 Other (Uses) PRI '

R 7080 Tctal Other Fmancmg Sources (Uses)_-':_..f':' R

E .:.-'1200 Net Change in Fund Balances Z

._ fomo Fund Balance Septemher 1 (Begmnmg)

: Orlgmal

ﬁ”$ 2313537 s

537,644 -

B Fmal

j2313537 $ 2382575 $

612,644 907030.-' :

.(Negativé) S

G 69,038 Lo
oazss

1,008,536

_2 BSLIBL

1,469,000
e
" a0

1,469,000 % - 1,469,000

1382781 1,376,007 .

74,400 69,199

2,026,181 3,289,605

i gs1181

2926181 2,914,206

Coen 375300

LIUUIBTA98 0 187408 o e
- g '(2 978 125) .(2 o”,125) -
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WILF & HENDERSON, P.C.

CERTIFIED PUBLIC A © COUNTANTS  Memberof American Institute of Certified Public Accountants

Member of Private Company Practice Section
Member of AICPA Governmental Audit Quality Center

| REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENTAL AUDITING STANDARDS

Independent Auditor’s Report

Board of Trustees

Spring Hill Independent School District
3101 Spring Hill Road

Longview, TX 75605

Members of the Board:

We have audited, in accordance with the 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, the financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of Spring Hill Independent School District (the District) as of and for the
year ended August 31, 2019, and the related notes to the financial statements, which collectively compromise the
District’s basic financial statements, and have issued our report thereon dated November 21, 2019,

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered Spring Hill Independent School
District’s internal control over financial reporting (internal control) to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial statements, but not for
the purpose of expressing an opinion on the effectiveness of the District’s internal control. Accordingly, we do not
express an opinion on the effectiveness of the District’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough to
merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and
was not designed to identify all deficiencies in internal control that might be material weaknesses or significant
deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal control that
we consider to be material weaknesses. However, material weaknesses may exist that have not been identified.
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- . Certified Public Accountants
L Texarkana, Texas

" November 21,2019 |

¥ c'ommim;ce'ana Other .Matters 2

"-:'As part of obtammg reasonable assurance about whether the Drstrrct 5 ﬂnanclal statements are free from mateuai

i _ misstatement, ‘we performed tests of its compllance with certain :provisions of laws, regulations, contracts, and =
U igrant agreements noneompllance with wh1ch ‘could have a drrect and ‘material effect on the determmataon of s

ﬂnancral statement amounts. However provrdmg an. opmlon on comphance with those provisions was not an

IO :_:5 objectrve of our audit, and accordmgly, we do not express such ‘an opinion. * The results of onr fests. dlsciosed no - s o
i anstances of noncomphance or other matters that are requu ed to be reported under Gover nment Audmng Standar a’s DR

'.'Purpose of tlns Report

_-.-__'The purpose of thrs report is solely to descube the sc0pe of our testmg of mternal eontrot and complrance and the' -:.
- resulis of that testmg, and not to provide an opinion on the effectiveness of the entity’s internal control or ‘on

i '_.comphance This report is an integral part of an audit ‘performed in . -accordance with Govemment Audatmg

. Standards in_considering the entity §. mtemal control and comphance Accozdmgiy, this commumcatton is not_ = o

-'fsuttable for any 0 other purpose

. WILF & HENDERSON, P.C.




WILF & HENDERSON, P.C.

CERTIFIED PUBLIC ACCOUNTANTS  Memberof American Institute of Certified Public Accountants

Member of Private Company Practice Section
Member of AICPA Governmental Audit Quality Center

REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE
REQUIRED BY UNIFORM GUIDANCE

Independent Auditor's Report

Board of Trustees

Spring Hill Independent School District
3101 Spring Hill Road

Longview, TX 75605

Members of the Board:
Report on Compliance for Each Major Federal Program

We have audited Spring Hill Independent School District’s (the District) compliance with the types of compliance
requirements described in the OMB Compliance Supplement that could have a direct and material effect on each of
the District’s major federal programs for the year ended August 31, 2019. The District's major federal programs are
identified in the summary of auditor's results section of the accompanying schedule of findings and questioned costs,

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and conditions of its
federal awards applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of Spring Hill Independent School District’s
major federal programs based on our audit of the types of compliance requirements referred to above. We
conducted our audit of compliance in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code of Federal Regulations
Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards
(Uniform Guidance). Those standards and the Uniform Guidance require that we plan and perform the audit to
obtain reasonable assurance about whether noncompliance with the types of compliance requirements referred to
above that could have a direct and material effect on a major federal program occurred. An audit includes
examining, on a test basis, evidence about Spring Hill Independent School District's compliance with those
requirements and performing such other procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal program.
However, our audit does not provide a legal determination of Spring Hill Independent School District's compliance.

Opinion on Each Major Federal Program
In our opinion, Spring Hill Independent School District complied, in all material respects, with the types of

compliance requirements referred to above that could have a direct and material effect on each of its major federal
programs for the year ended August 31, 2019.
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| . .'Mz.i'nﬁg'er'nént_df Sprmg Hill Il_idépghdehé -Sc_ho_ol_-Distrié_t is responsib.ie'.'f'or fe'stébliéh_ing jand.:'mé\_i.ntainﬁmg effeé_t:iv.é ‘.
. iternal control over compliance with the types of compliance requirements referred to above. * In planning and ~ 3
.+ -performing our audit of compliance, we considered the District's internal control over compliance with the types of <"

. requirements that could have a direct and material effect on each major federal program to determine the auditing = .

. procedures that are appropriate in the circumstances for the purpose of expressing an opinion on compliance for- .
. “each major federal program and to test and report on internal control over -compliance in accordance with the

- Uniform Guidance, but not for the purpose of expressing an opinion on the effectiveness of internal control over -

S compliance. - Accordingly, we do not express an opinion on the effectiveness of the District's intemal control over L

i A deficiency in intefnal _éon_tro)_'_-_bver -c'bhqv_lian_cé,_exi_sts "when_fthe _de_s_ign or, Qperati_on of a control over c_ompliancé:_ '

i er detect and correct, noncompliance with a type of compliance requirement of a federal program on a timely basis, -

s 'Olir.i:o'_r.lsidef_ation :of internal control over gomfj_.liah'ce'_wés for the limited pi;_rp'b'sc described in the ﬂa‘st.parégraﬁh of il

-compliance. © .

" “does not allow management or employees, in the normal course of performing their assigned functions, to prevent, ..

- A material weakness in internal control over compliance is a deficiency, or combination of deficiencies, in internal
‘conirol over compliance, such that there is 2 reasonable possibility that material noncompliance with a type of =
.+ - compliance requirement of a federal program will not be prevented, or detected and corrected, on a timely basis, A .
. significant deficiency in ‘internal control ‘over compliance is"a deficiency, or a combination of deficiencies, in -
- interna] control over compliance with a type of compliance requirement of a federal program that is less severe than -
.. .a material weakness in internal control oygl"c'(_)mp_li_ancé,' yet important enough to merit aftention by those charged

--this section and was not designed to identify all deficiencies in internal .control over compliance that might be ¢ :
" material weaknesses or-significant deficiencies. : We did not identify ‘any deficiencies in internal .control over P
compliance that we consider to be material weaknesses. - However, material weaknesses may exist that have not s

- been identified. - |

< ~This -.PIIHPIC:‘SG ﬁf fhlS féport in mtemal ébnfroi over 60m}ilian¢_e is _sol_eiy ftd_dé,écribe.'ﬁthé scopc of our testhig of ShA s
- internal control over compliance and the results of that testing based on the requircments the Uniform Guidance. .~

2 - Accordingly, this report is not Sui_t_abl_e_ for any_.o_ther purpose, =

| WILF & HENDERSON,P.C. .
-+ Certified Public Accountants =~ ="
.- Texarkana, Texas .

| November21,2019 - .




" SPRING HILL INDEPENDENT SCHOOL DISTRICT -
" SCHEDULE OF FINDINGS AND QUESTIONED COSTS
- FORTHEYEARENDED AUGUST31,2019

. I Summary of the Auditor 's Results s :

i '.:.'_a.':-. The type of report 1ssued on the fi nanc1al statements of the Sprmg Hlll Independent School Dtstnct was an_f.." G
Rt _._unmodtﬁedopmton T . . L EHENE : Lo S

o b ::_No s1gmﬁcant deficxenmes or matet lal weaknesses 1elat1ng to the audlt of the ﬁnanelal statements are 1eported__:';.'g D E
i in the report on mtemal control over financial 1eportmg and on comphanee and other matters requzred by the SRR
o GAOs Govemment Auditmg Standm ds. RN L

: c. No mstance of noncomphance matenal to the f' nancml statements of the Sprmg Hl]i Independent School '_":3
_-Dlstnctwas dlscloseddurmgthe aud;t o IS N : : S

:d.: :No mgmﬁcant deﬁetency or mater1a1 weakness relatlng to the audtt of the major federat award programs are'-. N
D reported in the report on mtemai control over compilance requrred by Unlform Gu:dance 3

The type of report the audltor 1ssued on eomphance for 11‘13_]01‘ programs was an unmod:fied opmton L

| A _No aud;t f"mdmgs relattve to the ma_]or fedet al awards programs wete dlsclosed by the aud1t that were requ:red 5_ _' S
g _-to be reported under2 CFR 200 516(a) : S : SRR EIECS . o S

- g The program tested as ma_lor p1 ograms was

ESEA Tttlel PanA Improvmg Basrc Program : CFDA# 34 OOA S

i :'_ h The doIlar threshold used to distmgmsh between Type A and Type B programs was $750 000

SR General{y Accepred Govemmem Audrtmg Smmlarrls

o : _ﬁ-iNo ﬁndmgs were requlred to be 1eported

: “ . _-Sprmg Hlll Independent School Drstuct was detennmed to be a low-risk audltee : e

i "'3'.'II Fmdmgs Relatmg to the I‘mancnal Statements Wh:ch A:e Requned To Be Reported in Accordance wnth _' .;'5': ISR

| _:: ;No ﬁndmgs were requ1red to be reported

o '.':'III Fmdmgs and Responses for Fedet al Awards Includmg Audlt Fmdmgs as Desenbed in I f above. :;'_ R




. SPRING HILL INDEPENDENT SCHOOL DISTRICT ©~ =~~~ '
' SCHEDULE OF PRIOR AUDIT FINDINGS . =
~ * . FORTHE YEAR ENDED AUGUST 31,2019, "

:r'-_"_.Thefé Wf_ll‘i?..l_l(.)_Pl'_idl'_ Yéaf..ﬁﬁdit :f_m_di_ngs_' or questioned costs. -




s SPRING HILL INDEPENDENT SCHOOL DISTRICT Sty
e 'CORRECTIVE ACTIONPLAN . & o0 o i
FORTI-IE YEARENDED AUGUST31,2019

- There were no current year audit findings or q_u_gstioned_cdsts. R ST




SPR.ING HILL INDEPENDENT SCHOOL DISTRICT
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDBD AUGUST 3 1 2019

- EXHIBITK-1 " |

:FEDERAL GRANTOR/ : Gl RS Federal PaSS-Th.I‘Ollgh

.. PASS-THROUGH GRANTOR/ S 3-;;3' CFDA - EntltyIdentafymg -
' 'PROGRAM or CLUSTERTITLE ";:@ 3 -f:“:ii SO Number _Number -

Federal

Expenditures 3 :- e

- US.DEPARTMENT OF EDUCATION RO
Passed Through State Dcpartment of Educatto Sl

ESEA, Title 1, Part A - Improvmg Bas;cPrograms '_ 84010A :20~610101092907 :_ N
#IDEA - Part B, Preschool 1 o .':'-: Do 84,173 00 20-661000929066610

", Career and Technical - Basic Grant .-\ : L 84.048 - 20-420006092907 -
-+ ESEA, Title 1L, Part A, Teachcr Prmmpal Trammg s 84367A - 20-694501092907

. Tile IV, Part A, Subpart 1. S s 84.424A . 20-68010101092007 -

_ Totai Passcd Through State Dcpartmcnt of Educatlon
’I‘OTAL U S. DEPARTMENT OF EDUCATION &2

B US DEPARTMENT OF AGRICULTU"RE ST TR
Passcd Through thc Statf: Deparlment of Ag[lcultur '.

. *School BreakfastProgram S S -' -::';- 10,553 e
s *Schoo] Break{ast Program - Non CashAssmtancc st 10553
TotalCFDANumber10553 B NI ILIN S M HI LD

*National SchoolLunchProgram CashAsslstancc 10555 R

*Natlona] School Lunch Prog.. Non Cash Ass:stance 10,555 :j. G

“Total CFDA Numbcr 10 555 ERSORRERIE
Total Chlid Nutntlon Ciuster - E -.

Totak Passed Through the Slatc Departmcnt of Agrlculture S
TOTALU S, DE?ARTMENT OFAGRICULTURE '_ RERSEEANS

TOTAL EX.PENDITURES OF FEDERAL AWARDS

i '._'*Ciustered Programs chulred by Comphance Supplcment 2019 -

e __S¢c Acc_omphhying Notes to the _Sc_h_éd_ulc_ of Expehdittlfes of Federal A\hhrd_s S

$ sy
U295 0
23,600

54,607

el

16,462 0 s
132,624

406,286 o

Ls1sTA

463,860 -
s96484

‘ 5;’:596484.'_75: g
596,484

e 1033337-'5.- B

21,184
4368530




"' SPRING HILL INDEPENDENT SCHOOL DISTRICT =
NOTES ON ACCOUNTING POLICIES FOR FEDERAL AWARDS o
. YEARENDEDAUGUST3L,209 ~

. For all Federal programs, the District "u's'es Ithe fund types speciﬁed in Texas Education Agency's Financial .-

'}Accounmbm{)f System Resource Guide. ‘Special revenue funds are. used to account for resources restricted oy .- S

. _committed to specific purposes by a grantor Federal and stale ﬁnancral assrstance generally is accounted for in PESHRRIT
'aSpeelalRevenueFund PR RN S REREN L N R "

. ..'.The accountmg and ﬁnancral 1eport1ng treatment applled to a fund is deternnned by its measurement focus 'I‘he_._"'- G

-+ Governmental Fund types and Expendable Trust Funds are accounted for using a current financial resources

- measurement focus. With this measurement ‘focus, only . current assets.and - current liabilities .and the fund T :
* " balance are included on the balance sheet Operatmg statements of these funds present mcreases and decreases__"._-'.’ S

B m net current assets

'The modlﬁed accrual basrs of acccuntmg is used for the Governmental Fund types the Expendable Trust 1'3 L
.- Funds, and Agency Funds ‘This basis of accounting recognizes revenues in the accounting period in which they
" become susceptible to accrual i.e., both measurable and available, and expenditures in the accounting periodin .~
" which the fund liability is mcuxred if measurable, except for unmatured interest on General Long-Term Debt, =~ -0 -0
s which Gis reccgmzed when_due, and certain compensated absences and ‘claims and judgments, which are_-_r'._-"'. AR
SO _reccgmzed when the obllgatlons are expected to be l1qu1dated wrth expendabie avallable ﬁnanclal resources

o ' L _Federal grant funds are consrdered to be eamed to the extent of expendltures made under the prov1srons of the. e
L grant and accordmgly, when such funds are recelved they are recorded as deferred revenues unt;l earned S

The Dlstrrct has elected to not use the 10% de mmnnrs mdlrect cost rate as allowed under the Umform L
-Gu[dance S Sl . o . G o Con

The perlod of avarlablhty for federal grant funds for the purpose of irqmdatron of cutstandmg obhgatlons made SEE AT
_-on or before the ending date of the federal project period extended 30 days beyond the federal project period

B ":3endrng date, in accordance with plowsrons m Sectlon H Penod cf Avarlabrhty of Federal Funds Part 3 OMB_ EURRDEETES

: ;Unlform Gurdance Supplement R . o : S

 value of the commodities recewed and drsbursed The revenue and expense are reported in the Food Servrce"-:-:_: S

o Spec1al Revenue Fund

A reconcrlrat:on of federal pl ograrn revenues and expendltures is as follows

General Fund S '_ SO 607 610 G

Other Special Revenue Funds R R -";' 1 1,033.337 ¢ '{': i
S Sub-total . ; L 1640047
i _'r'Less Medicaid Arrangements Payrnents R CR I i : EENE
_Z'SSA School Health&Related Servrces (SI—IARS) (607,6101_: _
Total FederalProgram Expendltules = i I,Q 33,33 AR
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