Annual Reports

The District will provide updated financial information and operating data to the MSRB annually via EMMA. The information to be
updated includes all quantitative financial information and operating data of the general type included in this Official Statement in
APPENDIX A, Tables 1 through 5 and Tables 7 through 10, and APPENDIX B. The District will update and provide this information
within six months after the end of each fiscal year.

The District may provide updated information in full text or may incorporate by reference other publicly available documents, as permitted
by SEC Rule 15¢2-12 (the “Rule”). The updated information will include audited financial statements if the District commissions an audit
and the audit is completed by the required time. If audited financial statements are not available by the required time, the District will
provide such financial statements on an unaudited basis within the required time and audited financial statements when they become
available. Any such financial statements will be prepared in accordance with the accounting principles described in APPENDIX B or such
other accounting principles as the District may be required to employ from time to time pursuant to State law or regulation.

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

Material Event Notices

The District shall notify the MSRB, in a timely manner not in excess of ten business days after the occurrence of the event, of any of the
following events with respect to the Note: (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 Notes, or other material events affecting the tax status of the Notes;
(7) modifications to rights of holders of the Notes, if material; (8) bond calls, if material, and tender offers; (9) defeasances; (10) release,
substitution, or sale of property securing repayment of the Notes, if material; (11) rating changes; (12) bankruptcy, insolvency,
receivership or similar event of the District; (13) the consummation of a merger, consolidation, or acquisition involving the District or the
System or the sale of all or substantially all of the assets of the District, other than in the ordinary course of business, the entry into a
definitive agreement to undertake such an action or the termination of a definitive agreement relating to any such actions, other than
pursuant to its terms, if material; and (14) appointment of a successor or additional trustee or the change of hame of trustee, if material.

Limitations and Amendments

The District has agreed to update information and to provide notices of material events only as described above. The District has not agreed
to provide other information that may be relevant or material to a complete presentation of its financial results of operations, condition, or
prospects or agreed to update any information that 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 Notes at any future date. The District
disclaims any contractual or tort liability for damages resulting in whole or in part from any breach of its continuing disclosure agreement
or from any statement made pursuant to its agreement, although holders of Notes may seek a writ of mandamus to compel the District to
comply with its agreement. Nothing in this paragraph is intended or shall act to disclaim, waive or limit the District’s duties under federal
or state securities laws.

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 Notes 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 Notes consent 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 Notes. 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 its continuing disclosure agreements in accordance with
the Rule.
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OTHER INFORMATION
Rating

Standard & Poor’s Ratings Services, a Standard & Poor’s Financial Services LLC business, (“S&P”) has assigned its municipal ratings of
“S&P” to the Notes. An explanation of the ratings may be obtained from S&P. The rating reflects only the view of S&P and the District
makes no representation as to the appropriateness of the rating. There is no assurance that such rating will continue for any given period of
time or that they will not be revised downward or withdrawn entirely by such rating company if in the judgment of the company
circumstances so warrant. Any such downward revision or withdrawal of such rating may have an adverse effect on the market price of the
Notes.

No Litigation Certificate

At Closing, the District will furnish to the Initial Purchaser a certificate, dated as of the date of delivery of the Notes, executed by an
authorized officer of the Board, to the effect that no litigation of any nature has been filed or is then pending or threatened, either in state or
federal courts, contesting or attacking the Notes; restraining or enjoining the issuance, execution or delivery of the Notes; affecting the
provisions made for the payment of or security for the Notes; in any manner questioning the authority or proceedings for the issuance,
execution, or delivery of the Notes; or affecting the validity of the Notes.

No Material Adverse Change

The obligation of the Initial Purchaser to take up and pay for the Notes, and of the District to deliver the Notes, are subject to the condition
that, up to the time of delivery of and receipt of payment for the Notes, there shall have been no material adverse change in the condition
(financial or otherwise) of the District subsequent to the date of sale from that set forth or contemplated in the Official Statement, as it may
have been supplemented or amended through the date of sale.

Registration and Qualification of Notes for Sale

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

The Notes as Legal Investments in Texas

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

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

Legal Matters

The District will furnish a complete transcript of proceedings had incident to the authorization and issuance of the Notes, including the
unqualified approving legal opinion of the Attorney General of Texas to the effect that the Notes are valid and legally binding obligations
of the District payable from the proceeds of an annual ad valorem tax levied, within the limits prescribed by law, upon all taxable property
in the District, and the legal opinion of Naman Howell Smith & Lee, PLLC, and Powell & Leon, L.L.P., Co-Bond Counsel, a copy of the
proposed form of which is attached as Appendix C. Bond Counsel was not requested to participate, and did not take part, in the preparation
of the Official Statement, and such firm has not assumed any responsibility with respect thereto or undertaken independently to verify any
of the information contained therein, except that, in its capacity as Bond Counsel, such firm has reviewed the information describing the
Notes in the Official Statement to verify that such description conforms to the provisions of the Resolution and is correct as to matters of
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law. The legal fee to be paid Bond Counsel for services rendered in connection with the issuance of the Notes is contingent on the sale and
delivery of the Notes.

Sale of Notes

After requesting competitive bids for the Notes, the District has accepted a bid tendered by (the “Initial Purchaser”) to
purchase the Notes at the rates shown on the inside cover page of this Official Statement at a price of $ plus accrued
interest from their date to the date of delivery. No assurance can be given that any trading market will be developed for the Notes after
their initial sale by the District. The District has no control over the prices at which the Notes will initially be re-offered to the public.

Financial Advisor

Coastal Securities, Inc. (“Coastal”) is employed as Financial Advisor to the District in connection with the issuance of the Notes. The
Financial Advisor’s fee for services rendered with respect to the sale of the Notes is contingent upon the issuance and delivery of the Notes.
Coastal, in its capacity as Financial Advisor, has not verified and does not assume any responsibility for the information, covenants and
representations contained in any of the legal documents with respect to the federal income tax status of the Notes, or the possible impact of
any present, pending or future actions taken by any legislative or judicial bodies.

CERTIFICATION OF THE OFFICIAL STATEMENT
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.

Miscellaneous

All information contained in this Official Statement is subject, in all respects, to the complete body of information contained in the original
sources thereof and no guaranty, warranty or other representation is made concerning the accuracy or completeness of the information
herein. In particular, no opinion or representation is rendered as to whether any projection will approximate actual results, and all opinions,
estimates and assumptions, whether or not expressly identified as such, should not be considered statements of fact.

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.

Authorization of the Official Statement

At the time of payment for and delivery of the Notes, the Initial Purchaser will be furnished a certificate, executed by a proper officer
acting in his or her official capacity, to the effect that to the best of his or her knowledge and belief: (a) the descriptions and statements of
or pertaining to the District contained in this Official Statement, and any addenda, supplement or amendment thereto, on the date of such
Official Statement, on the date of sale of said Notes and the acceptance of the best bid therefore, 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 any untrue statements 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 the date of the last audited financial statements of the District.

21



The Resolution authorizing the issuance of the Notes will also approve the form and content of this Official Statement, and any addenda,
supplement or amendment thereto, and authorize its further use in the reoffering of the Notes by the Initial Purchaser.

LINDEN-KILDARE CONSOLIDATED
INDEPENDENT SCHOOL DISTRICT

President, Board of Trustees
ATTEST:

Secretary, Board of Trustees
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TABLE1 - VALUATION, EXEMPTIONS AND TAX-SUPPORTED DEBT

District Direct Debt

2011 Preliminary Net Taxable Valuation
(100% of Estimated Market Value)
Outstanding Debt (May 1, 2011)
Plus: The Notes
Total Direct Debt
As a % of Assessed Valuation

$ 237,857,586

80,000 @
1,330,000 ®

1,410,000

0.59%

@ The district has a non-tax backed capital lease outstanding in the amount of $192,500 in addition to the outstanding debt service shown.

® preliminary, subject to change.

TABLE?2 - TAXABLE ASSESSED VALUATIONS BY CATEGORY @

Tax Year Tax Year Tax Year Tax Year Tax Year
2010 2009 2008 2007 2006
Real Property $ 437,729,928 $ 431,860,850 $ 425,980,436 $ 384,460,580 $ 352,000,390
Personal Property 76,985,506 60,814,770 54,185,673 52,034,719 49,700,518
Gross Value $  514,715434 $ 492,675,620 $ 480,166,109 $ 436,495,299 $ 401,700,908
Less Exemptions 272,625,545 286,563,469 290,855,428 263,360,694 240,717,566
Net Taxable Value $ 242,089,889 $ 206,112,151 $ 189,310,681 $ 173,134,605 $ 160,983,342

@ Values may differ from those shown elsewhere in the document due to subsequent additions, deletions, and adjustments to the tax rolls.

TABLE3 - TAX RATE LEVY AND COLLECTION HISTORY; TAX RATEDISTRIBUTION

Taxable

Fiscal Tax Assessed Tax Tax Percent Collected

Year End  Year Valuation ® Rate Lewy Current Total ®
2007 2006 $ 154,912,461 $ 1.3500 $ 2,083,882 95.13% 99.14%
2008 2007 165,455,983 1.7000 1,920,784 94.65% 98.17%
2009 2008 180,406,205 1.7000 2,058,603 94.44% 99.44%
2010 2009 195,478,298 1.7000 2,287,096 95.36% 100.28%
2011 2010 242,089,889 1.7000 2,597,068 90.39% © 94.42% ©
2012 2011 237,857,586 @

@ Net of exemptions. Assessed valuations include adjustments in supplemental rolls made after the end of each fiscal year.

® Excludes penalties and interest.

© Ppartial collections through April 29, 2011.

@ Preliminary 2011 net taxable value.

Tax Rate Distribution ©

2010 2009 2008 2007 2006
Maintenance 3 1.1700 $ 1.1700 $ 1.1700 $ 1.1700 $ 1.3500
Debt Service - - - - -
Total 3 1.1700 $ 1.1700 $ 1.1700 3$ 1.1700 $ 1.3500

@ The District approved a tax ratification election on November 6, 2007 allowing a maximum M&O tax rate of $1.17.



TABLE 4 - TEN LARGEST TAXPAYERS

2010 Net Taxable % of Total 2010

Name Assessed Valuation Assessed Valuation
MIDCONTINENT EXPRESS $ 14,009,580 5.89%
GULF CROSSING PIPELINE CO LP 11,721,850 4.93%
NATURAL GAS PIPELINE CO 6,331,400 2.66%
STETSON PETROLEUM CORP 4,673,860 1.96%
TIMBERSTAR TEXARKANA LP 3,710,900 1.56%
BOREAN OIL COMPANY (WI) 3,351,700 1.41%
AEP SOUTHWESTERN ELECTRIC POWEF 3,275,580 1.38%
WARD TIMBER LTD 3,245,690 1.36%
UNION PACIFIC RAILROAD CO 2,651,740 1.11%
RODESSA OPERATING CO 2,301,530 0.97%

$ 55,273,830 23.24%

TABLE 5- TAX ADEQUACY @

Limited Tax Bonds

Estimated Average Annual Debt Service Requirements (2011-2026): $ 130,806 @
$0.0564 per $100 AV against the 2011 Preliminary AV, at 97.5% collection, produces $ 130,819
Estimated Maximum Annual Debt Service Requirements (2024): $ 149,250 @
$0.0644 per $100 AV against the 2011 Preliminary AV, at 97.5% collection, produces $ 149,265

@ Includes the Notes. Preliminary, subject to change.
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TABLE 6 - ESTIMATED OVERLAPPING DEBT

The following summary of estimated outstanding ad valorem tax bonds of taxing entities in the District was compiled from
a variety of sources listed below. No representation is made with respect to the accuracy or completeness of information
obtained from sources other than the District. Furthermore, certain entities listed below may have issued substantial
amounts of bonds since the dates shown in this table and may have capital improvement programs requiring the issuance
of substantial amounts of additional bonds. Sources include: Texas Municipal Reports compiled and published by the

Municipal Advisory Council of Texas and the Cass County Appraisal District.

Estimated % Overlapping
Taxing Jurisdiction Total Debt @ Overlapping Debt
Cass Co $ 6,915,000 967,409
Linden, City of - -
Estimated Overlapping Debt $ 967,409
The District $ 1,410,000 ©® 1,410,000
Total Direct & Estimated Overlapping Debt $ 2,377,409
As a % of 2011 Preliminary Taxable Assessed Valuation 1.00%

@ Gross Debt.
® Includes the Notes. Preliminary, subject to change.
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TABLE 7 - PROFORMA TAX SUPPORTED DEBT SERVICE REQUIREMENTS

Maintenance Tax Notes

FYE Outstanding The Notes @ Total
31-Aug Debt Service © Principal Interest © Total Debt Service

2011 $ 76,000 $ - $ - $ - $ 76,000
2012 80,000 - 66,323 66,323 146,323
2013 - 60,000 59,100 119,100 119,100
2014 - 65,000 57,300 122,300 122,300
2015 - 65,000 55,350 120,350 120,350
2016 - 65,000 53,400 118,400 118,400
2017 - 70,000 50,800 120,800 120,800
2018 - 70,000 48,000 118,000 118,000
2019 - 100,000 45,200 145,200 145,200
2020 - 105,000 40,950 145,950 145,950
2021 - 110,000 36,225 146,225 146,225
2022 - 115,000 31,000 146,000 146,000
2023 - 120,000 25,250 145,250 145,250
2024 - 130,000 19,250 149,250 149,250
2025 - 135,000 12,750 147,750 147,750
2026 - 120,000 6,000 126,000 126,000
$ 156,000 $ 1,330,000 $ 606,898 $ 1,936,898 $ 2,092,898
Estimated Average Annual Debt Service Requirements (2011-2026): $ 130,806
Estimated Maximum Annual Debt Service Requirements (2024): $ 149,250

@ The district has a non-tax backed capital lease outstanding in the amount of $192,500 in addition to the outstanding debt service shown.
® preliminary, subject to change.
© Interest shown at market rates for illustration purposes only.
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TABLE 8 - AUTHORIZED BUT UNISSUED UNLIMITED TAX BONDS

Amount Heretofore
Date Authorized Purpose Authorized Issued

Authorized
But Unissued

The District currently has no authorized but unissued debt outstanding.

TABLE 9 - INTEREST AND SINKING FUND BUDGET PROJECTION

Estimated Tax Supported Debt Service Requirements, FYE August 31, 2011
Estimated Debt Service Fund, August 31, 2010
Interest and Sinking Fund Tax Levy @ 97.5%

Estimated Balance, August 31, 2011
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TABLE 10 - GENERAL FUND REVENUES AND EXPENDITURE HISTORY @

For Fiscal Year Ended August 31st

REVENUES
Local and Intermediate Sources
State Program Revenues
Federal Program Revenues
Total Rewvenues

EXPENDITURES
Instruction
Instructional Resources and Media
Curriculum & Staff Dev.
School Leadership
Guidance, Counsel & Evaluation. Serv.
Social Work Services
Health Services
Student (Pupil) Transportation
Extracurricular Activities
General Administration
Plant Maintenance and Operations
Security and Monitoring Services
Data Processing Services
Debt Service
Principal on Long-Term Debt
Interest on Long-Term Debt
Bond Issuance Cost and Fees
Capital Outlay
Facilities Acquisition and Construction
Intergovernmental
Pmts related to Shared Serv. Arrang.
Other Intergovernmental
Pmts to Juvenile Justice Alt. Ed. Prog.
Total Expenditures

Excess (Deficiency) Rev. Over BExp.

Other Resources

Sale of Real and Personal Property

Transfers Out (Use)

Excess (Deficiency) of Rev. and Other
Resources Over Bxp. and Other Uses

Fund Balance - (Beginning)
Increase (Decrease) in Fund Balance
Fund Balance - (Ending)

2010 2009 008 2007 2006
$ 2386630 $ 2200979 $ 2074620 $ 2215599 $ 2,084,658
4,767,325 5,065,400 4,790,638 4,598,835 3,968,579
$ 7153955 $ 7,066379 $ 6865258 $ 6814434 $ 6,053,237
$ 3923178 $ 3986373 $ 3829374 $ 3714265 $ 3,643,709
115,279 118,635 128,518 211,115 207,314
85,010 91,200 111,703 78,496 102,701
369,484 346,603 310,196 340,167 301,209
143,021 171,335 157,959 189,994 181,797

2,772 2,250 - - -
76,447 75,766 67,049 60,265 55,877
434,776 405,543 522,183 350,531 461,121
505,919 484,917 470,338 387,017 419,536
295,317 283,201 297,480 343,681 305,567
567,080 750,790 650,583 662,017 1,070,546
23,577 8,434 5,528 16,548 5,200
18,950 19,080 18,775 19,540 18,950
17,261 35,933 34,078 32,289 30,718
33,686 35,118 36,980 38,769 40,840

- 623 750 500 -

- 112,943 7,100 8,076 -
- 72,747 67,987 74,467 66,150

48,983 57,598 50,837 - -
- - - 27,921 29,564
$ 6660740 $ 7,059089 $ 6767418 $ 6555658 $ 6,940,889
$ 493215 $ 207,290 $ 97,840 $ 258776 $ (887,652

- - - 136 -

- - 6,000 - -

- - - (1,138) -
$ 493215 $ 207200 $ 103840 $ 257,774 $ (887,652
$ 1715852 $ 1508562 $ 1404722 $ 1146948 $ 2,034,600
$ 2209067 $ 1715852 $ 1508562 $ 1404722 $ 1,146,948

® Source: District's audited financial reports. See "Appendix B -- EXCERPTS FROM THE DISTRICT'S AUDITED FINANCIAL REPORTS."
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Management’s Discussion and Analysis
Linden-Kildare Consolidated Independent School District
For the Fiscal Year Ended August 31, 2010

-UNAUDITED-

Governmental activities—most of the District's basic services are reported here, including the instruction,
counseling, co-curricular activities, food services, transportation, maintenance, community services, and
general administration, Property taxes, tuition, fees, and state and federal grants finance most of these
activities.

Reporting the District's Most Significant Funds
Fund Financial Statements

The fund financial statements begin on page 16 and provide detailed information about the most
significant funds-not the District as a whole. Laws and contracts require the District to establish some
funds, such as grants received from the U.S. Department of Education. The District's administration
establishes many other funds to help it control and manage money for particular purposes (like campus
activities). The District's two kinds of funds-governmental and proprietary—use different accounting
approaches.

Governmental funds-most of the District's basic services are reported in governmental funds. These use
modified accrual accounting (a method that measures the receipt and disbursement of cash and all other
financial assets that can be readily converted to cash) and report balances that are available for future
spending. The governmental fund statements provide a detailed short-term view of the District's general
operations and the basic services it provides. We describe the differences between governmental
activities (reported in the Statement of Net Assets and the Statement of Activities) and governmental
funds in reconciliation schedules following each of the fund financial statements.

Proprietary funds-the internal service funds report activities that provide supplies and services for the
District's other programs and activities-such as the District's self-insurance programs.

The District as Trustee
Reporting the District's F iduciary Responsibilities

The District is the trustee, or fiduciary, for money raised by student activities and alumnae scholarship
programs. All of the District's fiduciary activities are reported in separate Statements of Fiduciary Net
Assets on page 23. We exclude these resources from the District's other financial statements because the
District cannot use these assets to finance its operations. The District is only responsible for ensuring that
the assets reported in these funds are used for their intended purposes.

Net assets of the District's governmental activities increased from $5,200,556 to $5.548.777. Unrestricted
net assets — the part of net assets that can be used to finance day-to-day operations without constraints
cstablished by debt covenants, cnabling legislation, or other legal requirements - were $2,197.803 at
August 31, 2010.




Management’s Discussion and Analysis
Linden-Kildare Consolidated Independent School District
For the Fiscal Year Ended August 31, 2010

b -UNAUDITED-

Table I
Linden-Kildare Consolidated
Independent School District

NET ASSETS
Governmental  Governmental
% Activities Activities
- Change 2009 2010

Current and other assets 10% $ 1,942,130 $2,144,054

Capital assets (1%) 4,771,758 4,742,999

E Total assets 3% 6,713,888 6,887,053

Long-term habilities (2%) 1,032,513 1,015,259

Other liabilities (33%) 480,819 323,017

Total liabilities (12%) 1,513,332 1,338,276
Net Assets:

Invested in capital assets net of related debt 3,018,793 2,948,029

Restricted 601,709 402,945

Unrestricted 1,139,285 2,197,803

Total net assets 5,200,556 5,548,777
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Management’s Discussion and Analysis
Linden-Kildare Consolidated Independent School District
For the Fiscal Year Ended August 31, 2010

-UNAUDITED-

Table I
Linden-Kildare Consolidated
Independent School District

CHANGES IN NET ASSETS

Governmental  Governmental

% Activities Activities
Change 2009 2010
Revenues:
Program Revenues:
g Charges for Services 19% $ 116,913 $ 139,138
Operating grants and contributions 35% 1,017,874 1,376,214
General Revenues:

Maintenance and operations taxes 9% 2,040,111 2,215,708
Grants and contributions - not restricted (5%) 4,807,888 4,583,323
Investment Earnings (27%) 12,026 3,242
Miscellaneous 100% -0- 93
Total Revenue 4% 7,994,812 8,317,718

Expenses:
Instruction, curriculum and media services 1% 5,005,298 5.044917
Instructional and school leadership 6% 352,339 373,621
Student support services (18%) 308,577 223,096
i Transportation 10% 405,905 448,340
Co-curricular activities 6% 504,893 536,965
General administration 2% 298,593 303,242

Plant maintenance, acquisition, security

& data processing 6% 827,209 872,966
Debt Service (6%) 35,741 33,692
Payments to fiscal agents and miscellaneous (8%) 144,080 132,658
Total Expenses 1% 7,882,635 7,969,497
Increase in net assets before transfers and special items 112,177 348,221
Adjustments - prior period 49,002 -0-
Net assets at 9/1 5,039,377 5,200,556
Net assets at 8/31 $ 5,200,556 $ 5,548,777
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Management’s Discussion and Analysis
Linden-Kildare Consolidated Independent School District
For the Fiscal Year Ended August 31, 2010

-UNAUDITED-
TABLE 1
CHART A - REVENUES
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Investment Earnings 0% Charges for Services .
0% N 2% Operating Grants and
/ / ~  Contributions
2 e 17%

~

[
'
i
I
|
i

G}rant‘s and Taxes - M&O
Conmbutl‘ons - Not 27%
Restricted
54%
TABLE Il

CHART B - EXPENSES

General

cr . Plant Maintenance, Debt Services .
Administration =] Security and Data / 0% Payments to Fiscal
4% | 1% / P Agents and SSAs
\E\ } / ////’/ 2%
Co-curricular \ j / ///
Activities N ! ; _—
7% i
Transportation _
6% :

"«\ Instruction,
Student Support |

‘ ; Curriculum and
Services ’ Instructional and Media Services
3% " School Leadership 62%

5%

SN ..*ag A4 "’ 3 _, tpd wf_ ,‘iiP-. ff'i;-‘-"'




Management’s Discussion and Analysis
Linden-Kildare Consolidated Independent Scheol District
For the Fiscal Year Ended August 31, 2010

-UNAUDITED-

The cost of all governmental activities this year was $7,969,497. However, as shown in the Statement of
Activities on page 15, the amount that our taxpayers ultimately financed for these activities through
District taxes was $1,867,487 because some of the costs were paid by those who directly benefited from
the programs ($139,138) or by other governments and organizations that subsidized certain programs with
grants and contributions ($1,376,214) or by unrestricted grants and other revenue ($4,586,658).

THE DISTRICT'S FUNDS

As the District completed the year, its governmental funds (as presented in the balance sheet on pages 16)
reported a combined fund balance of $2,268,106, which is above last year's total of $1,771,636. Included
in this year's total change in fund balance is a increase of $493,215 in the District's General Fund. The
primary reasons for the General Fund's gain resulted from decreased capital improvement expenditures.

Over the course of the year, the Board of Trustees revised the District's budget several times. These
budget amendments fall into two categories. The first category includes amendments and supplemental
appropriations that were approved shortly after the beginning of the year and reflect the actual beginning
balances (versus the amounts we estimated in August 2009). The second category mvolved amendments
moving funds from programs that did not need all the resources originally appropriated to them to
programs with resource needs.

The District's General Fund balance of $2,209,067 reported on pages 16 and 42 differs from the General
Fund's budgetary fund balance of $1,879,804 reported in the budgetary comparison schedule on page 42.
CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

At the end of 2010, the District had $1 1,126,981 invested in a broad range of capital assets, including
facilities and equipment for instruction, transportation, athletics, administration, and maintenance.

The District's fiscal year 2011 has no plans for any major capital asset expenditures. More detailed
information about the District's capital assets is presented in Note IV-F to the financial statements.

Debt

At year-end, the District had outstanding bonds and capital leases of $1,015,259, which was a decrease of
$17,255 or 1.67% of the beginning balance.

Linden-Kildate Consolidated Independent Schiool Districe .
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Management’s Discussion and Analysis
Linden-Kildare Consolidated [ndependent School District
For the Fiscal Year Ended August 31, 2010

-UNAUDITED-

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

The District's elected and appointed officials reviewed and considered various indicators, which were
taken into account when adopting the General Fund budget for 2011. Amounts available for appropriation
in the General Fund budget are $7.460 million, a increase of 4.3 % over the final 2010 budget of $7.154
million. The District will use its revenues to finance programs we currently offer. Budgeted expenditures
are expected to increase 9 percent to $7.275 million from $6.661 million in 2010.

If these estimates are realized, the Center's budgetary General Fund balance is expected to increase
$184,309 as of the close of 2011.

CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and investors and creditors
with a general overview of the District's finances and to show the District's accountability for the money it
receives. If you have questions about this report or need additional financial information, contact the
District's business office, at Linden-Kildare Consolidated Independent School District, 205 Kildare Rd,
Linden, Texas 75661.

Linden-Kildare Consolidated Independent School Districe = - =+ .-
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EXHIBIT A-1
LINDEN-KILDARE CONSOLIDTED SCHOOL DISTRICT
STATEMENT OF NET ASSETS
AUGUST 31, 2010

g Primary Government
Data
Cf’mml Governmental
Codes Activities
ASSETS
1110 Cash and Cash Equivalents $ 67,594
1120 Current Investments 900.248
1220 Property Taxes Receivable (Delinquent) 383,459
1230 Allowance for Uncollectible Taxes (26,842)
1240 Due from Other Governments 814,697
1360 [nventories 4,898
Capital Assets:
1510 Land 78,588
5 1520 Buildings, Net 3,290,775
1830 Furniture and Equipment, Net 521,567
1550 Leased Property Under Capital Leases, Net 72,358
1800  Restricted Assets 779,711
1000 Total Assets 6,887,053
LIABILITIES
2110 Accounts Payable 32,531
2150 Payroll Deductions & Withholdings - 67
2160 Accrued Wages Payable 271,508
2177 Due to Fiduciary Funds 4,877
2200 Accrued Expenses 4,090
» 2300  Deferred Revenues 9,944
. Noncurrent Liabilities
~ 2501 Due Within One Year 18,167
2502 Due in More Than One Year 997.092
2000 Total Liabilities 1,338,276
NET ASSETS
3200 Invested in Capital Assets, Net of Related Debt 2,948,029
3850  Restricted for Debt Service 402,945
3900 Unrestricted Net Assets 2,197,803
E 3000 Total Net Assets : $ 5,548,777

The notes to the financial statements are an integral part of this statement.
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LINDEN-KILDARE CONSOLIDTED SCHOOL DISTRICT EXHIBIT B-1
STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED AUGUST 31, 2010

Net (Expense)
Revenue and
Changes in Net
Data e PopamReennes 0 A
Control ! 3 4 ‘ ‘ 6
- Operating Primary Gov.
Codes Charges for Grants and Governmental
Expenses Services Contributions Activities
Primary Government:
GOVERNMENTAL ACTIVITIES:
11 Instruction $ 4,836,879 $ 60,522 § 943,020 § (3,833,337
12 Instructional Resources and Media Services 115,279 3,363 5,990 (105.926)
13 Curriculum and Staff Development 92,759 1,120 11,026 (80,613)
23 School Leadership 373,621 4,483 18,148 (350,990)
31" Guidance, Counseling and Evaluation Services 143,071 1,483 5,986 (132,602)
32 Social Work Services 2,772 - 33 (2,739)
33 Health Services 77.253 - 5,582 (71,671)
34 Student (Pupil) Transportation 448,340 7,846 25,063 (415,431)
36 Extracurricular Activities 536.965 34,905 11,167 (490,893)
41 General Administration 303,242 4,483 11,617 (287,142)
51 Plant Maintenance and Operations 824,695 17,933 253,966 (552,796)
52 Security and Monitoring Services 26,779 - 808 (25,971)
53 Data Processing Services 21,359 - - (21,359)
72 Debt Service - Interest on Long Term Debt 33,692 - - (33,692)
8t Capital Outlay 133 - 133 -
93 Payments related to Shared Services Arrangements 83,675 - 83,675 -
99 Other Intergovernmental Charges 48,983 - - (48,983)
[TP] TOTAL PRIMARY GOVERNMENT: $ 7,969,497 $ 139,138 % 1,376,214 (6,454,145)
Data T - '
Control
Codes General Revenues:
Taxes:
MT Property Taxes, Levied for General Purposes 2,215,708
GC Grants and Contributions not Restricted 4,583,323
IE Investment Earnings 3,242
MI Miscellaneous Local and Intermediate Revenue 93
TR Total General Revenues 6,802,366
CN Change in Net Assets 348,221
NB Net Assets--Beginning 3,200,556
NE Net Assets--Ending $ 5,548,777

The notes to the financial statements are an integral part of this statement.
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LINDEN-KILDARE CONSOLIDTED SCHOOL DISTRICT

GOVERNMENTAL FUNDS

Data
Control
Codes

ASSETS
110 Cash and Cash Equivalents
1120 Investments - Current
1220 Property Taxes - Delinquent
1230 Allowance for Uncollectible Taxes (Credit)
1240 Receivables from Other Governments
1260 Due from Other Funds
1300 Inventories
1800  Restricted Assets

1000 Total Assets

LIABILITIES AND FUND BALANCES
Liabilities:
2110 Accounts Payable
2150 Payroll Deductions and Withholdings Payable
2160 Accrued Wages Payable
2170 Due to Other Funds
2200 Accrued Expenditures
2300 Deferred Revenues

2000 Total Liabilities

Fund Balances:

Reserved For:

3410 Investments in Inventory

3420 Retirement of Long Term Debt
Unreserved Designated For:

3510 Construction

3540 Self Insurance
Unreserved and Undesignated:

3600 Reported in the General Fund

3610 Reported in Special Revenue Funds

3000 Total Fund Balances

4000 Total Liabilities and Fund Balances

BALANCE SHEET

AUGUST 31, 2010

$,,

$

10
Ceneral
Fund

67 $
900,248
383,459
(26,842)
428,686
348,018

4,898
779,711

2,818,245 §

31,465 §
67
240,914

4,089
332,642

609,177

4,898
400,260

600,000
24,325

1,179,585

2,209,068

2,818,245 §

The notes to the financial statements are an integral part of this statement,
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Other
Funds

67,527 §

386,011
14,882

468,420 $

1,066 %

30,594
367,777
|

9,944

409,382

2,685

56,353
59.038

468,420 §

Fotal
Governmental
Funds

67,594
900,248
383,459
(26,842)
814,697
362,900

4,898
779,711

3?286,665

32,531
67
271,508
367,777
4,090
342,586

1,018,559

4,898
402,945

600,000
24,325

1,179,585
56,353
2,268,106

3,286,665

EXHIBIT C-1



EXHIBIT C-2
LINDEN-KILDARE CONSOLIDTED SCHOOL DISTRICT
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO THE
STATEMENT OF NET ASSETS
AUGUST 31, 2010

Total Fund Balances - Governmental Funds $ 2,268,106

I The District uses internal service funds to charge the costs of certain activities, such as R
self-insurance and printing, to appropriate functions in other funds. The assets and
liabilities of the internal service funds are included in governmental activities in the

g statement of net assets. The net effect of this consolidation is to increase(decrease)

net assets.

2 Capital assets used in governmental activities are not financial resources and therefore 3,110,790
are not reported in governmental funds. At the beginning of the year, the cost of these
assets was $10,978,367 and the accumulated depreciation was $6,835,873. In
addition, long-term liabilities, including bonds payable, are not due and payable in the
current period, and, therefore are not reported as liabilities in the funds. The net effect
of including the beginning balances for capital assets (net of depreciation) and long-
term debt in the governmental activities is to increase (decrease) net assets.

3 Current year capital outlays and long-term debt principal payments are expenditures in 165,059
the fund financial statements,but they should be shown as increases in capital assets
and reductions in long-term debt in the government-wide financial statements. The
net effect of including the 2010 capital outlays and debt principal payments is to
increase (decrease) net assets. ‘

4 The 2010 depreciation expense increases accumulated depreciation. The net effect of (327,820)
the current year's depreciation is to decrease net assets.

i 5 Various other reclassifications and eliminations are necessary to convert from the 332,642
modified accrual basis of accounting to accrual basis of accounting. These include

recognizing deferred revenue as revenue, eliminating interfund transactions,

reclassifying the proceeds of bond sales as an increase in bonds payable, and

recognizing the liabilities associated with maturing long-term debt and interest. The

net effect of these reclassifications and recognitions is to increase (decrease) net

assets.

19 Net Assets of Governmental Activities $ ' 5 548,777

The notes to the financial statements are an integral part of this statement,
17
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EXHIBIT C-3
LINDEN-KILDARE CONSOLIDTED SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED AUGUST 31, 2010

Data 10 Total
Control General Other Governmental
Codes Fund Funds Funds
REVENUES:
5700 Total Local and Intermediate Sources $ 2,386,630 $ 89,803 $ 2,476,433
5800 State Program Revenues 4,767,325 28,679 4,796,004
5900 Federal Program Revenues - 1,030,768 1,030,768
5020 Total Revenues 7,153,955 1,149,250 8,303,205
EXPENDITURES:
Current:
0011 Instruction 3,923,178 796,708 4,719,886
0012 Instructional Resources and Media Services 115.279 - 115,279
0013 Curriculum and Instructional Staff Development 85,010 7,749 92,759
0023 School Leadership 369,484 - 369,484
0031 Guidance, Counseling and Evaluation Services 143,021 50 143,071
0032 Social Work Services 2,772 - 2,772
0033 Health Services 76,447 806 77.253
0034 Student (Pupil) Transportation 434,776 11,747 446,523
0036  Extracurricular Activities 505,919 - 505,919
0041 General Administration 295,317 - 295,317
0051 Facilities Maintenance and Operations 567,080 235,300 802,380
0052 Security and Monitoring Services 23.577 - 23,577
0053 Data Processing Services 18,950 - 18,950
Debt Service:
0071 Debt Service - Principal on Long Term Debt 17,261 - 17.261
0072 Debt Service - Interest on Long Term Debt 33,686 - 33,686
Capital Outlay:
i 0081 Facilities Acquisition and Construction . - 9,961 9,961
Intergovernmental:
0093 Payments to Fiscal Agent/Member Districts of SSA - 83,675 83,675
0099 Other Intergovernmental Charges 48,983 - 48,983
6030 Total Expenditures 6,660,740 1,145,996 7,806,736
1200 Net Change in Fund Balances 493,215 3,254 496,469
V100 Fund Balance - September 1 (Beginning) 1,715,852 55,784 1,771,636
000 Fund Balance - August 31 {Ending) $ 2209067 s 59,038 $ 2,268,105

The notes to the financial statements are an integral part of this statement.
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EXHIBIT C-4
LINDEN-KILDARE CONSOLIDTED SCHOOL DISTRICT

RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED AUGUST 31,2010

Total Net Change in Fund Balances - Governmental Funds $ 496,469

The District uses internal service funds to charge the costs of certain activities, such as
self-insurance and printing, to appropriate functions in other funds. The net income
(loss) of internal service funds are reported with governmental activities. The net effect
of this consolidation is to increase (decrease) net assets.

Current year capital outlays and long-term debt principal payments are expenditures in 165,059
the fund financial statements, but they should be shown as increases in capital assets

and reductions in long-term debt in the government-wide financial statements. The net

effect of removing the 2010 capital outlays and debt principal payments is to increase

(decrease) net assets.

Depreciation is not recognized as an expense in governmental funds since it does not (327,820)
require the use of current financial resources. The net effect of the current year's
depreciation is to decrease net assets.

Various other reclassifications and eliminations are necessary to convert from the 14,513
modified accrual basis of accounting to accrual basis of accounting. These include

recognizing deferred revenue as revenue, adjusting current year revenue to show the

revenue earned from the current year's tax levy, eliminating interfund transactions,

reclassifying the proceeds of bond sales, and recognizing the liabilities associated with

maturing long-term debt and interest. The net effect of these reclassifications and

recognitions is to increase (decrease) net assets.

E Change in Net Assets of Governmental Activities $ . 348;221
e

The notes to the financial statements are an integral part of this statement.
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EXHIBIT D-1{
LINDEN-KILDARE CONSOLIDTED SCHOOL DISTRICT

STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
AUGUST 31, 2010

Gosernmental

Activities -
[nternal
Service Fund
ASSETS
Current Assets:
Cash and Cash Equivalents $ -

Total Assets

NET ASSETS
Unrestricted Net Assets

Total Net Assets

2 The notes to the financial statements are an integral part of this statement,
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OPERATING REVENUES:
Local and Intermediate Sources

Total Operating Revenues

OPERATING EXPENSES:
Payroll Costs

Total Operating Expenses

Operating Income

Total Net Assets - September | (Beginning)
Prior Period Adjustment

Total Net Assets - August 31 (Ending)

Eig

e

b

1
E

bl

LINDEN-KILDARE CONSOLIDTED SCHOOL DISTRICT
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUN
PROPRIETARY FUNDS
FOR THE YEAR ENDED AUGUST 31,2010

The notes to the financial statements are an integral part of this statement.
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D NET ASSETS

Internal
Service Fund

S S

$ 5799
5,799
5,799
5,799



EXHIBIT D-3
LINDEN-KILDARE CONSOLIDTED SCHOOL DISTRICT
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED AUGUST 31. 2010

E — S . S

Gavernmental Activities

Internal
Service Fund

Net Increase in Cash and Cash Equivalents -
Cash and Cash Equivalents at Beginning of the Year:

Cash and Cash Equivalents at the End of the Year: $

Reconciliation of Operatine Income (Loss) to Net Cash
Provided By (Used For) Operating Activities:

Operating Income (Loss): 3 e

The notes to the financial statements are an integral part of this statement.
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EXHIBIT E-1
LINDEN-KILDARE CONSOLIDTED SCHOOL DISTRICT

STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
AUGUST 31, 2010

Private
Purpose Agency
Trust Fund Fund
ASSETS
Cash and Cash Equivalents $ 741 % 19,751
Due from Other Funds 4,877 -
Total Assets 5618 § 19,751
LIABILITIES
Due to Student Groups - $ 19,751
Total Liabilities - $ 19.751
NET ASSETS
Restricted for Scholarships 5618
Total Net Assets $ 5618

The notes to the financial statements are an integral part of this statement,
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EXHIBITE-2

LINDEN-KILDARE CONSOLIDTED SCHOOL DISTRICT
STATEMENT OF CHANGES IN FIDUCIARY FUND NET ASSETS
FIDUCIARY FUNDS
FOR THE YEAR ENDED AUGUST 31,2010

Private
Purpose
Trust Fund
e e TustPund
ADDITIONS:
Local and Intermediate Sources $ -
Total Additions 7 o
DEDUCTIONS:
Supplies and Materials -
Total Deductions -
Change in Net Assets -
Total Net Assets - Septemiber | (Beginning) o 561787
Total Net Assets - August 31 (Ending) $ 5,618

The notes to the financial statements are an integral part of this statement.
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LINDEN-KILDARE CONSOLIDATED INDEPENDENT SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED AUGUST 31, 2010

NOTE I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Linden-Kildare Consolidated Independent School District (the “District") is a public education agency
operating under the applicable laws and regulations of the state of Texas. It is governed by a seven
member Board of Trustees (the “Board”) elected by registered voters of the District. The District
prepares its general purpose financial statements in conformity with generally accepted accounting
principles promulgated by Governmental Accounting Standards Board and other authoritative sources
identified in Statements on Auditing Standards No. 69 of the American Institute of Public
Accountants and it complies with the requirements of the appropriate version of Texas Education
Agency's Financial Accountability System Resource Guide (the “Resource Guide”) and the
requirements of contracts and grants of agencies from which it receives funds.

REPORTING ENTITY

The Board of Trustees (the “Board”) is elected by the public and it has the authority to make decisions,
appoint administrators and managers, and significantly influence operations. It also has the primary
accountability for fiscal matters. Therefore, the District is a financial reporting entity as defined by the
Governmental Accounting Standards Board (“GASB”) in its Statement No. 14, “The Financial
Reporting Entity.” There are no component units included within the reporting unit,

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

The Statement of Activities demonstrates how other people or entities that participate in programs the
District operates have shared in the payment of the direct costs. The "charges 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 the District. Examples include tuition paid by students not
residing in the district, school lunch charges, etc. The “grants and contributions” column includes
amounts paid by organizations outside the District to help meet the operational or capital requirements
of a given function. Examples include grants under the Elementary and Secondary Education Act. If
revenue is not classifies as a program revenue, it is a general revenue used to support all of the
District's functions. Taxes are always general revenues.

Interfund activities between governmental funds appear as due to/due from on the Governmental Fund
Balance Sheet and as other resources and other uses on the governmental fund Statement of Revenues,

eliminated on the government-wide statements. Interfund activities between governmental funds and
fiduciary funds remain as due to/due from on the government-wide Statement of Activities,

The fund financial statements provide reports on the financial condition and results of operations for
three fund categories - governmental, proprietary, and fiduciary. Since the resources in the fiduciary
funds cannot be used for District operations, they are not included in the government-wide statements.
The District considers some governmental funds major and reports their financial condition and results
of operations in a separate column.
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LINDEN-KILDARE CONSOLIDATED INDEPENDENT SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED AUGUST 31, 2010

MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND FINANCIAL STATEMENT
PRESENTATION

The government-wide financial statements use the economic resources measurement focus and the
accrual basis of accounting, as do fiduciary fund financial statements, Revenues are recorded when
earned and expenses are recorded when a liability is incurred, regardless of the timing of the related
cash flows. Property taxes are recognized as revenues in the year for which they are levied. Grants
and similar items are recognized as revenue as soon as all eligibility requirements imposed by the
provider have been met.

Governmental fund financial statements use the current financial resources measurement focus and the
modified accrual accounting. With this measurement focus, only current assets, current tiabilities and
fund balances are included on the balance sheet, Operating statements of these funds present increases
(revenues and other financing sources) and decreases (expenditures and other financing uses) in net
current assets.

The modified accrual basis of accounting recognizes revenues in the accounting period in which they
become both measurable and available, and it recognizes expenditures in the accounting period in
which the fund liability is incurred, if measurable, except for unmatured interest on General Long-
Term Debt, which is recognized when due. The expenditures related to certain compensated absences
and claims and judgments are recognized when the obligations are expected to be liquidated with
expendable available financial resources. The District considers all revenues available if they are
collectible within 60 days after year-end.

Revenues from local sources consist primarily of property taxes. Property tax revenues and revenues
received from the State are recognized under the susceptible-to-accrual concept. Miscellaneous
revenues are recorded as revenue when received in cash because they are generally not measurable
until actually received. Investment earnings are recorded as earned, since they are both measurable
and available.

Grant funds are considered to be earned to the extent of expenditures made under the provisions of the
grant. Accordingly, when such funds are received, they are recorded as deferred revenues until related

and authorized expenditures have been made. If balances have not been expended by the end of the
project period, grantors sometimes require the District to refund al{ or part of the unused amount,

FUND ACCOUNTING
The District reports the following major governmental funds:

The General Fund - The general fund is the District's primary operating fund. It accounts for
all financial resources except those required to be accounted for in another fund.

Additionally, the District reports the following fund type(s):

Governmental Funds:

I. Special Revenue Funds - The District accounts for resources restricted to, or designated for,
specific purposes by the District or a grantor in a special revenue fund. Most Federal and some

State financial assistance is accounted for in a Special Revenue Fund, and unused balances are
sometimes required to be returned to the grantor at the close of specified project periods.
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;"“'3 LINDEN-KILDARE CONSOLIDATED INDEPENDENT SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED AUGUST 312010

M

2. Debt Service Funds - The District accounts for resources accumulated and payments made for
principal and interest on long-term general obligation debt of governmental funds in a debt service
fund.

3. Internal Service Funds — Revenues and expenses related to services provided to organizations
inside the District on a cost reimbursement basis are accounted for in an internal service fund.
The District's Internal Service Fund is Worker’s Compensation Self-funded Insurance.

Fiduciary Funds:

4. Private Purpose Trust Funds — The District accounts for donations for which the donor has
stipulated that both the principal and the income may be used for purposes that benefit parties
outside the District. The District's Private Purpose Trust Fund is the Alumni Scholarship Fund.

5. Agency Funds — The District accounts for resources held for others in a custodial capacity in
agency funds. The District's Agency Fund is the Student Activity Fund.

E. OTHER ACCOUNTING POLICIES

1. Cash Equivalents

For purposes of the statement of cash flows for proprietary and similar fund-types, the District
considers highly liquid investments to be cash equivalents if they have a maturity of three months
or less when purchased.

2. Inventories

- Inventories of supplies on the balance sheet are stated at FIFO cost and they include consumable
E maintenance, instructional, and office items. Supplies are recorded as expenditures when they are
consumed. The District uses a contracted provider for its food service, as such it has no inventories
of food commodities to be recorded or accounted for.

3. Long-term Debt

4. Personal Days (Vacation and Sick Leave)

Personal time off (“PTO”) are to be taken within the same year they are earned, and any unused
days at the end of the year are forfeited. Therefore, no liability has been accrued in the
accompanying general-purpose financial statements. Employees of the District are entitled to PTO
based on category/class of employment. PTO - sick leave is allowed to be accumulated but does
not vest. Therefore, a liability for unused PTO - sick leave has not been recorded in the
accompanying general-purpose financial statements.

3

5. General Fixed Assets

R it

Capital assets, which include land, buildings, furniture and equipment, are reported in the
applicable governmental activities 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

Ut b
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LINDEN-KILDARE CONSOLIDATED INDEPENDENT SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED AUGUST 31, 2010

an estimated useful life in excess of two years. Such assets are recorded at historical cost or
estimated historical cost if purchased or constructed. Donated capital assets are recorded at
estimated fair market value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend assets lives are not capitalized. Major outlays for capital assets and improvements are
capitalized as projects are constructed.

Buildings, furniture and equipment of the District are depreciated using the straight-line method
over the following estimated useful lives:

Buildings 40 years
Buses 20 - 40 years
Other Vehicles 8 years
Fumiture 5 - 20 years
Computer Equipment 5 years

The District has no restriction on any assets.

- Self-Insured Workers’ Compensation

In the prior year, the District provided workers’ compensation coverage through a modified self-
insurance plan. Transactions related to the plan are accounted for in the workers’ compensation
fund, an internal service fund and for the year ended August 31, 2010, had fixed costs of $12,591.
The loss maximum estimated for 2009-10 s approximately $32,416. The workers’ compensation
fund has a cash balance of $-0- as of August 31, 2010. Estimates of claims payable and of claims
incurred but not reported as of August 31, 2010 are reflected, if any, as accounts payable of the
fund. The plan is funded to discharge liabilities of the Fund as they become due. Changes in the
balance of claims liabilities during the past year are:

Unpaid claims, beginning of the year 513,604
Incurred claims 16,342
Claim payments (5.621)
Unpaid claims, end of year $24,325

. Due From (To) Other Funds

[nterfund receivables and payables arise from interfund transactions and are recorded in all affected
funds in the period in which transactions are executed in the normal course of operations. See Note
IV-E for additional discussion of interfund receivables and payables.

. Fund Equity

Unreserved undesignated fund equity for governmental funds indicate available amounts for the
budgeting of future operations. The unreserved designated fund equity for governmental funds
indicates unreserved funds that have been earmarked by Board Resolution for specific purposes and
are therefore not available for general expenditures to be appropriated in the following period
unless amended by future Board action. Reserved fund balance is that portion of fund equity that is
not available for appropriation that has been legally separated for specific purposes. As of August
31, 2010, Reserved Fund Balance (Debt Service) included $2,685 for retirement of long-term debt.
The General Fund includes a designation of fund balance for inventories of $4,898, retirement of
long-term debt $400,260, for future construction $600,000 and, $24,325 for insurance.
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LINDEN-KILDARE CONSOLIDATED INDEPENDENT SCHOOL DISTRICT
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9. Risk Management

The District is exposed to various risks of loss related to torts theft of, damage to and destruction of
assets; errors and omissions: injuries to employees; and natural disasters. During fiscal 2010, the
District purchased commercial insurance to cover general liabilities. There were no significant
reductions in coverage in the past fiscal year, and no settlements exceeding insurance coverage for
each of the past three fiscal years.

3

1 . . .

E In management’s estimation, there are no current loss claims that exceed the maximum coverage or
any material unfunded claim benefit obligation for self-insured insurance risk pools.

10. Data Contro)

The Data Control Codes refer to the account code structure prescribed by TEA in the Financial
Accountability System Resource Guide. Texas Education Agency requires school districts to
display these codes in the financial statements filed with the Agency in order to insure accuracy in
building a statewide database for policy development and funding plans.

11. Total Columns on Combined Financial Statements

These Totals columns do not purport to present financial position, results of okperations, or cash
flows in conformity with generally accepted accounting principles.

12. Allocation of Indirect Expenses to Functions in the Statement of Activities:

Program revenues are derived directly from the program itself or from parties outside the reporting

government taken as a whole, with the effect of reducing the net cost of the function to be financed

s general revenues. The statement of activities should separately report three

; categories of program revenues; (a) charges for services, (b) program-specific operating grants and
contributions, and (c) program-specific capital grants and contributions,

13. Application of Restricted or Unrestricted Resources:

During the budgeting process, allocation of expenses are determined as to whether it originated
following specific guidelines related to restricted assets retained in the fund or whether for other
purposes (non-restricted). Restricted assets will be used before unrestricted assets when payments
are budgeted for an expenditure, which meets the specific guidelines, set forth by the granting
agency.

14. Restricted Assets

The District, in order to properly fund future bond payments, accounts for investments held for this
purpose as restricted assets. As of August 31,2010, these accounts totaled 8779.711.

3
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g NOTE IIl. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL
: STATEMENTS

A. EXPLANATION OF CERTAIN DIFFERENCES BETWEEN THE GOVERNMENTAL FUND
BALANCE SHEET AND THE GOVERNMENT-WIDE STATEMENT OF NET ASSETS

Exhibit C-2 provides the reconciliation between the fund balance for total governmental funds on the
E governmental fund balance sheet and the net assets for governmental activities as reported in the
; government-wide statement of net assets. One element of that reconciliation explains that capital
assets are not financial resources and are therefore not reported in governmental funds. In addition,
long-term liabilities, including bonds payable, are not due and payable in the current period and are not
reported as liabilities in the funds. The details of capital assets and long-term debt at the beginning of
the year are as follows:

Capital Assets Accumulated Net Value at the Change in
at the Beginning of the year Historic Cost  Depreciation Beginning of the Year Net Assets
Land $78,588 $-0- $78.588
Buildings 9,344,747 5,890,899 3,453,848
Furniture & Equipment 1,265,938 756,337 509,601
Capital leases 289,904 188,637 101,267
Change in Net Assets $4,143,304
Net Adjustment to Net Assets 4,143,304
Related Debt 1,032,514 (1,032,514) -
Adjustment, net of related debt $3,110,790
——

B. EXPLANATION OF CERTAIN DIFFERENCES BETWEEN THE GOVERNMENTAL FUND
i STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
AND THE GOVERNMENT-WIDE STATEMENT OF ACTIVITIES

Exhibit C-4 provides a reconciliation between the net changes in fund balance as shown on the
governmental fund statement of revenues, expenditures, and changes in fund balances and the changes
in net assets of governmental activities as reported on the government-wide statement of activities.

payments are expenditures in the fund financial statements, but should be shown as increases in capital
assets and decreases in long-term debt in the government-wide statements. This adjustment affects
both the net asset balance and the change in net assets. The details of this adjustment are as follows:

Adjustments
to Changes in  Adjustments to
Amount Net Assets Net Assets
Current Year - Capital Asset Additions
Capital Outlay (>=$5,000) 147,804  $147.804 $147.804
Capital Leases -0- -0- -0-
i Total Capital Asset Additions 147,804 147,804
- Debt and Debt Principal Payments
Other Debt Principal Pmts -0- -0- -0-
5 Capital Lease Principal Pmts 17,255 17,255 17,255
‘ Total Changes in Debt 17,255 17,255
Total Adjustment to Net Assets $165,059 $165,0359
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Another element of the reconciliation on Exhibit C-4 is described as various other reclassifications and
climinations necessary to convert from the modified accrual basis of accounting to accrual basis of
accounting. This adjustment is the result of several items, The details for this element are as follows:

[ rgnates

Adjustments to  Adjustments

Amount Change in Net to Net
Assets Assets
Adjustments to Revenue and Deferred Revenue
Taxes Collected from Prior Year Levies 112,516 ($112,516)
Uncollected Taxes (assumed collectible) from 84,199 84,199 $84.199
Current Year Levy
Uncollected Taxes (assumed collectible) from Prior 248,443 248 443
Year Levy
Other Adjustments - taxes collected in excess of
estimation and other adjustments 42,830 42,830 -0-
Total $14,513  $332,642

NOTE IIl. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

A. BUDGETARY DATA

The Board of Trustees adopts an “appropriated budget" for the General Fund and the Food Service
Fund, which is included in the Special Revenue Funds. The District is required to present the adopted
and final amended budgeted revenues and expenditures compared to actual revenues and expenditures
for each of these funds. The District compares the final amended budgeted to actual revenues and
expenditures. The General Fund and Debt Service budget reports appear in Exhibit G-1 and Exhibit J-
4.

F The following procedures are followed in establishing the budgetary data reflected in the general-
- purpose financial statements:

l. Prior to August 20 the District prepares a budget for the next succeeding fiscal year beginning
September 1. The operating budget includes proposed expenditures and the means of financing
them.

2. A meeting of the Board is then called for the purpose of adopting the proposed budget. At least
ten days public notice of the meeting must be given,

3. Prior to September 1, the Board legally enacts the budget through passage of a resolution. Once a
budget is approved, it can only be amended at the function and fund level by approval of a
majority of the members of the Board, Amendments are presented to the Board at its regular

3 meetings. Each amendment must have Board approval. As required by law, such amendments are

made before the fact, are reflected in the official minutes of the Board, and are not made after

fiscal year end. Because the District has a policy of careful budgetary control, several
amendments were necessary during the year. There were no significant amendments.

= 4. Each budget is controlled by the budget coordinator at the revenue and expenditure function/object
level. Budgeted amounts are as amended by the Board. All budget appropriations lapse at year-
end. A reconciliation of fund balances for both appropriated budget and nonappropriated budget
2 special revenue funds is as follows:
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August 31, 2010

Fund Balance
Appropriated Budget Funds - Debt Service F und $ 2,685
E Nonappropriated Budget Funds -0-
All Special Revenue Funds $ 2,685

5. Encumbrances for goods or purchased services are documented by purchase orders or contracts.
Under Texas law, appropriations lapse at August 31, and encumbrances outstanding at that time
are to be either canceled or appropriately provided for in the subsequent year’s budget. End-of-
year outstanding encumbrances that were provided for in the subsequent year's budget are
presented below:

General Fund $-0-

A reservation of fund balance equal to outstanding encumbrances at year-end is provided for at August
31,2010.

NOTE IV. DETAILED NOTES ON ALL FUNDS AND ACCOUNT GROUPS

A. DEPOSITORY CONTRACT LAW

5 The funds of the District must be deposited and invested under terms of a contract, contents of which
are set out in the Depository Contract Law. The depository bank places approved pledged securities
for safekeeping and trust with the District’s agency bank in an amount sufficient to protect District
funds on a day-to-day basis during the period of the contract. The pledge of approved securities is
waived only to the extent of the depository bank’s dollar amount of Federal Deposit Insurance
Corporation (“FDIC”) insurance.

In addition, the following is disclosed regarding coverage of combined balances on the date of highest
deposit:

a. Depository: Texana Linden, Texas
b. The fair market value of collateral held by a 3" party bank in the pledging bank’s name and

specifically noted by the 3™ party bank as pledged to the District, as of the date of the highest
combined balance on deposit, was: $1,432,184.

¢. The largest combined balances of cash, savings, and time deposit accounts amounted to
$1,230,095 and occurred during the month of September 2009,

d. The total amount of FDIC coverage at the time of the largest combined balance was $259,257.

e.  The amount of unsecured deposits was $-0-
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Custodial Credit Risk for Deposits State law requires governmental entities to contract with financial

institutions in which funds will be deposited to secure those deposits with insurance or pledged
securities with a fair value equaling or exceeding the amount on deposit at the end of each business
day. The pledged securities must be in the name of the governmental entity and held by the entity or
its agent. Since the district complies with this law, it has no custodial credit risk for deposits.

Foreign Currency Risk The district does not invest in securities relating to foreign currencies.

District Policies and Legal and Contractual Provisions Governing Deposits

The Public Funds Investments Act (Government Code Chapter 2256) contains specific provisions in
the area of investment practice, Mmanagement reports and establishment of appropriate policies. Among
other things, it requires the District to adopt, implement, and publicize an investment policy. That
policy addresses the following areas: (1) safety of principal and liquidity, (2) portfolio diversification,
(3) allowable investments (4) acceptable risk levels, (5) expected rate of return, (6) maximum
allowable stated maturity of portfolio investments, (7) maximum average dollar-weighted maturity
date for the portfolio, (8) investment staff quality and capability, (9) and bid solicitation preferences
for certificate of deposits. Statutes authorize the District to invest in (1) obligation of the U.S.
Treasury, certain U.S. agencies, and the State of Texas; (2) certificate of deposits, (3) certain municipal
securities, (4) money market savings accounts, (5) repurchase agreements, (6) bankers acceptance, (7)
Mutual Funds, (8) Investments pools, (9) guaranteed investment contracts, (10) and common trust
funds. Temporary investments are reported at cost, which approximates market, and are secured, when
necessary, by the Federal Deposit Insurance Corporation (FDIC) or obligations of items -4 above at
103% of the investment's market value. The Act also requires the District to have an independent
auditor perform test procedures related to investment practices as provided by the Act. The District is
in substantial compliance with the requirements of the Act and with local policies,

Both cash deposits and investments held at a financial institution can be categorized according to three
levels of risk. These three levels of risk are:

Category 1 - Cash or investments that are insured, registered, or held by the District or its
agent in the District's name.

Category 2 - Cash or investments that are uninsured and unregistered held by the counter-
party’s trust department or agency in the District’s name.

Category 3 - Cash or investments that are uninsured and unregistered held by the counter-

party, its trust department, or its agency, but not in the District’s name,

Based on these three levels of risk, the following table categorizes the District's investments at August
31,2010.

Category  Category C ategory Carrying Market
[ 2 3 Amount Value
Lone Star Pool $1,679,959 $1,679,959 $1,679,959

(Maturity 1-5 years)
(average credit quality rating: 1; weighted average days to maturity is n/a)

Additional policies and contractual provisions governing deposits and investments for Linden-Kildare
Consolidated Independent School District are specified below:

Credit Risk To limit the risk that an issuer or other counterparty to an investment will not fulfill jts

obligations the District limits investments in U.S. Government or Texas or its agencies and
instrumentalities, Certificates of Deposit and share certificates, fully collateralized repurchase
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agreements, banker’s acceptances, commercial paper, mutual funds (only money market mutual funds
and noload mutual funds with an AAA rating), public funds investment pools and, guaranteed
investment contracts. As of August 31, 2010, the District only had investments in Lone Star Pool.

Custodial Credit Risk for Investments To limit the risk that, in the event of the failure of the
counterparty to a transaction, a government will not be able to recover the value of investment or
collateral securities that are in possession of an outside party the District requires counterparties to
register the securities in the name of the district and hand them over to the District or its designated
agent. This includes securities in securities lending transactions.

Concentration of Credit Risk To limit the risk of loss attributed to the magnitude of a government's
investment in a single issuer, the District requires its investments to be diversified so as to reduce risk
of loss resulting from over concentration of assets in one class/type.

Interest Rate Risk To limit the risk that changes in interest rates will adversely affect the fair value of
investments, the District requires that the market rates be monitored monthly and more often as
economic conditions warrant. If economic conditions indicate trends that rates are rising and market
value of rate based investments fall, the board will be notified so as to minimize any loss.

Foreign Currency Risk for Investments The District does not invest in securities that pose a foreign
currency risk.

PROPERTY TAXES

Property taxes are levied by October | on the assessed value listed as of the prior January | for real and
personal property located in the District in conformity with Subtitle E, Texas Property Tax Code.
Taxes are due upon receipt of the tax bill and are delinquent and subject to interest if not paid by
February | of the year following the October | levy date. On June 30 of each year, a tax lien attaches
to the property to secure payment of all taxes, penalties, and interest ultimately imposed. Property tax
revenues are considered available (1) when they become due or past due and receivable within the
current period and (2) when these delinquent taxes are expected to be collected during a 60-day period
after the close of the school fiscal year.

The tax rates assessed for the year ended August 31, 2010, to finance General Fund operations was
$1.1700 per $ 100 valuation. The assessed value of the property tax roll on January 1, 2009, upon
which the levy for the 2009-10 fiscal year was based, was $195,478,298. The roll was subsequently
decreased to a year-end assessed value of $192,198,537.

Current tax collections for the year ended August 31, 2010 were 100.28% of the year-end adjusted tax
levy. As of August 31, 2010, property taxes receivable, net of estimated uncollectible taxes, totaled
$356,617 for the General Fund.

DELINQUENT TAXES RECEIVABLE
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D. DISAGGREGATION OF RECEIVABLES AND PAYABLES

Receivables at August 31, 2010, were as follows:

Other Due From Total
Governments Other Funds Other Receivables
Governmental Activities:
General Fund $ 428,686 $ 348,018 $ -0- $ 776,704
Various Special Revenue Funds 386,011 14,882 __-0- 400,893
Total - Governmental Activities $814,695 $ 362,900 §.-0- £ 1,177,597
Amounts not scheduled for collection $-0- $-0- $-0- $-0-
during the subsequent year
Payables at August 31, 2010, were as follows:
Accrued
Expenditures & Due To Due to Accrued
Accounts Other Other Wages Total
Payable Funds Governments  Payable Payables
Governmental Activities:
General Fund $31.532 $ -0- $-0-  $245,003 $276,535
Various Special Revenue Funds 1,066 367.777 _0- 30.595 399,438
g Total - Gov. Activities $32,598 $367,277 $-0- $275,598 $675973
4 Amounts not scheduled for payment during $-0- $-0- $-0- $-0- 5-0.

the subsequent year

E. INTERFUND PAYABLES AND RECEIVABLES

Interfund balances at August 31, 2010, consisted of the following individual fund receivables and
; payables:
Due to Due from
Other Funds Other Funds

General Fund:

Special Revenue Funds $ 348,018

Debt Service Fund 7.014
Special Revenue;

General Fund $ 348,018

Trust Fund 4,877

Special Revenue 7,868 7,868
Trust Fund;

Special Revenue 4,877
Debt Service Funds;

General Fund __ 1014 .
Total $367,777 $367,7177

F. CAPITAL ASSET ACTIVITY

Capital asset activity for the District for the year ended August 31, 2010, was as follows:

Balance

Balance
s Addition Delgtions 8/31

Land $ 78588 $ -0 s -0 $ 78588

Buildings & Imprv. 9,344,747 29,604 11519 9,385,870

3 Capital Leases 289,904 -0- -0- 289,904

5 Construction in Progress -0- -0- -0- -0-

Fumiture & Equipment _1.26593 118,200 (11,519) 1372619

| Total at Historical Cost $10,979,177 $147,804 $ -0- $11,126,981
4
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Balance Balance
9/1 Additiop Deletions 831
L iati
Buildings & Imprv. 5,890,899 192,677 11,519 6,095,095
Capital Leases 188,637 28,909 -0~ 217,546
Furniture & Equipment 156,337 106,234 {11.519) 851,052
Total Accumulated Depreciation $6,835,873 $327,820 s 0 $7,163,693

Depreciation expense was charged to governmental functions as follows:

Instruction $151,014
School Leadership 4,137
Student Transportation 85,996
Plant Maint. & Operation 42,091
Co-curricular/Extracurricular 31,046
Security and Monitoring 3,202
Data Processing 2,409
General Administration 1,925

Total Depreciation Expense $327,820

LOANS PAYABLE

The District had no loans payable during the fiscal year ended August 31, 2010,

BONDS PAYABLE

During December 1999, the District received proceeds from bonded indebtedness as part of the federal
Qualified Zone Academy Bond (QZAB) program as authorized by Texas Education Code (TEC)
45.103. The District used the bond proceeds for renovation or repair of campus facilities and new
equipment purchases. The bond principal, $840,000, matures December 20] | with interest at 2.77%
payable semiannually..

The following is a summary of the changes in the District's General Long-term Debt Account Group
for the year ended August 31, 2010

Interest Amounts Amounts Amounts

Rate Original Outstanding Outstanding
Description Payable Issue 91 Retired 8/31
1999 QZAB 2.77% 840,000 840 $-0- $ 840,000
Total Bonded Indebtedness £ 840,000 $-0- §.840,000

Debt service requirements are as follows:

Year Ended Total

August 3§ Principal Interest Requirement
2011 $ -0- $23,268 $23.268
2012 840,000 11,634 851,634
2013 -0- -0- -0-
2014 -0- -0~ -0-
2015 -0- -0~ -0-

2016-2020 I 0= R
Totals 3_840,000 $ 34,002 § 874,902
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Bond indebtedness’ current requirements for principal and interest expenditures are accounted for in
the Debt Service Fund. Proceeds of long-term issues are reflected as “Other Resources” in the
Operating statement of the recipient fund.

. COMMITMENTS UNDER LEASES

Capita] Leases

The District entered into a lease purchase agreement dated June 28, 2003 pursuant to TEA Code
Section 45.108. The lease purchase proceeds were used to provide an energy management system for
the District. The lease purchase is payable in annual installments of principal and interest totaling

$27,429 per year beginning November 24, 2003 and ending November 24, 2017. The interest rate
payable is 5.28%.

Presented below is a summary of capital lease requirements to maturity:

Year Ended Total
August 31, Principal [nterest Requirements
201! 18,167 9,262 27,429
2012 19,127 8,302 27,429
2013 20,138 7,291 27,429
2014 21,202 6,227 27429
2015 22,324 5,105 27,429
2016-2020 —74,300 _1.990 82,290
Total $175,258 $44,177 $219.435

J. CHANGES IN LONG-TERM LIABILITIES

Long-term activity for the year ended August 31, 2010, was as follows:

? Beginning Ending Due Within
Balance Additions Reductions Balance One Year

Governmental Activity:

Bon Note lg:

Bonds Payable $_840.000 $ -0- $_ -0- § 840,000 § -0

Total Gov. Long-Term 840,000 -0- -0- 840,000 -0-

Other Liabilities:

Capital Leases 192,514 -0- 17,255 752 18,167
Total Governmental Activities

Long-term Liabilities $1,032,514 30 $17.255 $1,015,259 $18,167

K. DEFINED BENEFIT PENSION PLAN

Plan Description: The District contributes to the Teacher Retirement System of Texas (TRS), a cost
sharing, multiple-employer defined benefit pension plan. TRS administers retirement and disability
annuities, and death and survivor benefits to employees and beneficiaries of the employees of the

That report may be obtained by writing to the TRS Communication Department, 1000 Red River,
Austin, Texas 78701-2600 or by calling (800) 223-8778 or by downloading the report from the TRS
Internet website, Www.trs.state.tx.us, under TRS Publication heading.

?
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Funding Policy. State law provides for fiscal years 2008, 2009 and 2010 a state contribution rate of
7.44% and a member contribution rate of 6.4%. In certain instances the reporting district (1.S.D.,
college, university, or state agency) is required to make all or a portion of the state's 6.0% contribution.
Contribution requirements are not actuarially determined but are legally established each biennium

District's employees for the years ended August 31, 2008, 2009 and 2010 were $319,458, $3 12,334,
and $311,936 respectively. Other contributions made from federal and private grants and from the

District for salaries above the state minimum totaled, for the years ended August 31, 2008, 2009, and
2010, $57,817, $57,093, and $52,699, respectively.

L. HEALTH CARE COVERAGE

During the year ended August 31, 2010, employees of the District were covered by a health insurance
plan (the "plan"). The District's contributions as of year-end, were $225.00. Employees, at their
option, authorize payroll withholdings to Pay contributions or premiums for dependents.  All
contributions were paid to a licensed insurer. The plan was authorized by Texas Education Code,
Article 3.51-2, Texas Insurance Code and was documented by contractual agreement.

The contract between the District and the licensed insurer is renewable S

eptember 1, 2010 and terms of
coverage and premium costs are included in the contractual provisions.

M. DEFERRED REVENUE

Deferred revenue at year-end consisted of the following:

General Sbccia]
Fund " Revenue Total
Net Property Taxes $332,642 $ -0- $ 332642
Deferred Revenues — other -0- 9.944 9.944
$332,642 39,944 $ 342586

N. DUE FROM OTHER GOVERNMENTS

partially or fully finance certain activities. In addition, the District
through the School Foundation and Per Capita Programs.  Amounts due from federal and state
governments as of August 31, 2010, are summarized below. All federal grants shown below are

passed through the TEA and are reported on the combined financial statements as Due from Other

Governments.
State Grants Federal
E Fungd Other & Entitlements Grants Total
General $14.489 $414,197 $ -0- $428.686
g Special Revenue -0- 6,729 379,282 386,011
Total $14,189 $420,926 $379 282 $814.697
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O. REVENUES FROM LOCAL AND INTERMEDIATE SOURCES

During the current year, revenues from local and intermediate sources consisted of the following:

Special Expendable Internal

General Revenue Trust Service

Fund Fund Fund Fund Total

Property Taxes $2,244157 $ -0- $ -0 -0-  $2244,157

E Investment Income 3,242 -0- -0- -0- 3,242
- Penalties, interest and other

tax related income 71,717 -0- -0- -0- 71,717

Co-curricular student activities 27,060 -0- -0- -0- 27,060

Insurance Recoveries 4,724 -0- -0 -0- 4,724

Other 35,730 89,803 (- 5,799 131,332

Total $ 2,386,630 $ 89,803 $ -0- $5799 $2482,232

P. LITIGATION AND CONTINGENCIES

1. As of the report date, the District was not involved any current or pending lawsuits.

2. The District participates in numerous state and federal grant programs, which are governed by
various rules and regulations of the grantor agencies. Costs charged to the respective grant
programs are subject to audit and adjustment by the grantor agencies; therefore, to the extent that

The District is the fiscal agent for one Type 1 Shared Services Arrangements ("SSA"), which
provides various services to member ISDs, and a member District of one Type 3 SSA. . The
following are the SSA’s and accounting treatment of each:

Model #1:

Under the description and procedures for accounting for a SSA, Model #1, as described in
Resource Guide, the fiscal agent receives the program funds from the granting agency and retains
a portion of the monies for administrative services provided by the District. The remainder of the
monies flows to participating member school district(s). The fiscal agent records the receipt of the

Model #3:

The District participates in a cooperative program for Special Education with five other school
districts. Although 18.83 percent of the activity of the cooperative is attributable to Linden-Kildare
Consolidated Independent School District's participation, the District does not account for revenues or
expenditures in this program and does not disclose them in these financial statements.  Atlanta
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Independent School District is the fiscal agent manager and is responsible for all financial activities of
the cooperative. The following table represents the revenues and expenditures attributable to Linden-
Kildare Consolidated Independent School District's participation.

Revenues:
5929 State/Federal Revenue $306,602
Expenditures:
6100 Payroll 191,788
6200 Consultants 42,286
6300 Supplies and Materials 11,574
6400 Other Operating 59,356
6600 Capital 1,598

SSA - Fiscal Agent (Carl Perkins Grant) they are the fiscal agent and only one other school
participates — New Boston ISD

R. SUBSEQUENT EVENTS
None Noted.
S. MEDICARE PART D ON-BEHALF

The Medicare Prescription Drug, Improvement, and Modernization Act of 2003, which was effective
January 1, 2006, established prescription drug coverage for Medicare beneficiaries known as Medicare
Part D. One of the provisions of Medicare Part D allows for the Texas Public School Retired
Employee Group Insurance Program (TRS-Care) to receive retiree drug subsidy payments from the
federal government to offset certain prescription drug expenditures for eligible TRS-Care participants.
These on-behalf payments must be recognized as equal revenues and expenditures/expenses by each
reporting entity. For the year ended August 31, 2010, Linden-Kildare CISD recognized amounts for
Medicare Part D on-behalf payments totaling $14,660
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[Closing Date]

LINDEN-KILDARE CONSOLIDATED INDEPENDENT SCHOOL DISTRICT
MAINTENANCE TAX NOTES, SERIES 2011
IN THE ORIGINAL PRINCIPAL AMOUNT OF $

We have acted as Co-Bond Counsel to Linden-Kildare Consolidated Independent School
District (the “Issuer”) in connection with the issuance of the notes described above (the “Notes™) for
the sole purpose of rendering an opinion with respect to the legality and validity of the Notes under
the Constitution and laws of the State of Texas and with respect to the exclusion of interest on the
Notes from gross income for federal income tax purposes. We have not investigated or verified
original proceedings, records, data, or other material, but we have relied solely upon the transcript of
certified proceedings, certifications, and other documents described in the following paragraph. We
have not assumed any responsibility with respect to the financial condition or capabilities of the
Issuer or the disclosure thereof in connection with the sale of the Notes. We have relied solely on
information and certifications furnished to us by the Issuer with respect to the current outstanding
indebtedness of, and assessed valuation of taxable property within, the Issuer.

In our capacity as Bond Counsel, we have participated in the preparation of and have
examined a transcript of certified proceedings pertaining to the Notes that contains certified copies of
certain proceedings of the Board of Trustees of the Issuer (the “Board”); an resolution of the Board
authorizing the Notes adopted on June __, 2011 (the “Resolution”); the Official Notice of Sale; the
awarded bid; the approving opinion of the Attorney General of the State of Texas; customary
certificates of officers, agents, and representatives of the Issuer, including a “Federal Tax Certificate”,
and other public officials; and other documents relating to the issuance of the Notes. In such
examination, 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 truth and
accuracy of the statements contained in such certificates. We have also examined applicable
provisions of the Internal Revenue Code of 1986, as amended (the “Code™), court decisions, Treasury
Regulations, and published rulings of the Internal Revenue Service as we have deemed relevant. We
have also examined executed Note No. I-1.

Based on said examination, it is our opinion that:

1. The Issuer is a validly existing political subdivision of the State of Texas with power
to adopt the Resolution, perform its agreements therein, and issue the Notes.

2. The Notes have been authorized, sold, and delivered in accordance with law.

3. The Notes constitute valid and legally binding obligations of the Issuer enforceable in
accordance with their terms except as the enforceability thereof may be limited by bankruptcy,
insolvency, reorganization, moratorium, liquidation, and other similar laws now or hereafter enacted
relating to creditors’ rights generally.

4. Ad valorem taxes, within the limit prescribed by law, upon all taxable property
within the Issuer, necessary to pay the interest on and principal of the Notes, have been pledged
irrevocably for such purpose.

Based on the foregoing, it is our opinion that under existing law, interest on the Notes is not
included in gross income for federal income tax purposes pursuant to section 103 of the Code and is
not treated as a preference item in calculating the alternative minimum tax imposed on individuals



and corporations under the Code; such interest, however, is included in the adjusted current earnings
of certain corporations for purposes of calculating the alternative minimum tax imposed on such
corporations. The statutes, regulations, published rulings, and court decisions on which such opinions
are based are subject to change.

In rendering these opinions, we have relied upon the Report and representations and
certifications of the Issuer, with respect to matters solely within the knowledge of the Issuer, which
we have not independently verified, and we assume continuing compliance by the Issuer with
covenants pertaining to those sections of the Code which affect the exclusion from gross income of
interest on the Notes for federal income tax purposes. If such representations and certifications are
determined to be inaccurate or incomplete, or the Issuer fails to comply with the foregoing covenants,
interest on the Notes could become includable in gross income retroactively to the date of issuance of
the Notes, regardless of the date on which the event causing such inclusion occurs.

Except as stated above, we express no opinion as 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, ownership, or disposition of the Notes.

We call your attention to the fact that the ownership of obligations such as the Notes may
result in collateral federal tax consequences to, among others, financial institutions, property and
casualty insurance companies, life insurance companies, certain foreign corporations doing business
in the United States, 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, certain S corporations with Subchapter C earnings and profits,
and taxpayers who may be deemed to have incurred or continued indebtedness to purchase or carry,
or who have paid or incurred expenses allocable to, tax-exempt obligations.

The opinions set forth above are based on existing laws of the United States and the State of
Texas, which are 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 hereafter come to our attention, or to reflect any changes in any law that may
hereafter occur or become effective. Moreover, our opinions are not a guarantee of result and are not
binding on the Internal Revenue Service (the “Service”); rather, such opinions represent our legal
judgment based on our review of existing law, and are made in reliance on the representations and
covenants referenced above that we deem relevant to such opinions.

The Service has an ongoing audit program to determine compliance with rules relating to
whether interest on state or local obligations is excludable from gross income for federal income tax
purposes. No assurance can be given regarding whether or not the Service will commence an audit of
the Notes. If such an audit is commenced, under current procedures, the Service would treat the Issuer
as the taxpayer, and owners of the Notes would have no right to participate in the audit process. We
observe that the Issuer has covenanted not to take any action, or omit to take any action within its
control, that, if taken or omitted, respectively, may result in the treatment of interest on the Notes as
includable in gross income for federal income tax purposes.

This legal opinion expresses the professional judgment of the undersigned firms as to the
legal issues explicitly addressed therein. In rendering a legal opinion, we do not become an insurer or
guarantor of that expression of professional judgment, of the transaction opined upon, or of the future
performance of the parties to the transaction. Nor does the rendering of our opinion guarantee the
outcome of any legal dispute that may arise out of the transaction.

Respectfully submitted,



COASTAL SECURITIES
Financial Advisor to the District



