CITY OF WHARTON
FINANCE COMMITTEE MEETING

Monday, August 10, 2026
6:30 PM

CITY HALL 120 EAST CANLY STREET
WHARTON, TEXAS 77488



NOTICE OF
CITY OF WHARTON
FINANCE COMMITTEE MEETING

Notice is hereby given that a Finance Committee Meeting will be held on Monday, August
10, 2026, at 6:30 p.m. at the Wharton City Hall, 120 East Caney Street, Wharton, Texas, at which
time the following subjects will be discussed, to-wit:
SEE ATTACHED AGENDA

Dated this 4th day of August 2026.

BY: W 7C / “4@

Jovseph R. Pace, City Manager

I, the undersigned authority, do hereby certify that the above Notice of Meeting of the
Finance Committee Meeting is a true and correct copy of said Notice and that | posted a true and
correct copy of said Notice on the bulletin board, at City Hall of said City or Town in Wharton,
Texas, a place convenient and readily accessible to the general public at all times, and said Notice
was posted on August 4, 2026, at 4:30 p.m. and remained so posted continuously for at least three
(3) business days preceding the scheduled time of said meeting.

The Wharton City Hall is wheelchair accessible. Access to the building and special parking
are available at the primary entrance. Persons with disabilities who plan to attend this meeting and
may need auxiliary aids or services, such as interpreters for individuals who are deaf or hearing
impaired, readers, or large print, are requested to contact the City Secretary's Office at (979) 532-
4811, Ext. 225 or by FAX (979) 532-0181 at least two (2) days prior to the meeting date. BRAILLE
IS NOT AVAILABLE.

Dated this 4th day of August 2026.

CITY OF WHARTON

By:

Paula Favors
City Secretary



AGENDA
CITY OF WHARTON
Finance Committee Meeting
Monday, August 10, 2026
City Hall - 6:30 PM

Call to Order.

Roll Call.

Public Comments.
Review & Consider:

Minutes from the meeting held on July 27, 2026.

=

Ordinance: An ordinance of the City of Wharton approving the annual update of the
service and assessment plan and assessment roll for the Wharton Public Improvement
District No. 2 in accordance with Texas Local Government Code §372.013, as amended;
containing a cumulative clause; containing a savings and severability clause; and providing
an effective date.

I

Adjournment.



City of Wharton
120 E. Caney Street
Wharton, TX 77488

FINANCE COMMITTEE

Meeting 8/10/2026
Date:

Agenda
ltem:

Minutes from the meeting held on July 27, 2026.

Attached are the draft minutes from the meeting held on July 27, 2026.

City Manager: Joseph R. Pace

Approval: | f’ijﬂA ' \3/5)474_

Mayor: Tim Barker

Date: Tuesday, August 4, 2026




MINUTES
OF
CITY OF WHARTON
FINANCE COMMITTEE MEETING
120 EAST CANEY STREET
WHARTON, TEXAS 77488
Monday, July 27, 2026-6:00 p.m.

City Manager Joseph R. Pace declared a meeting of the City Council Finance Committee duly open for
the transaction of business at 5:35 p.m.

Committee Members present: Mayor Tim Barker, Councilmember Russell Machann, and
Councilmember Larry Pittman.

Committee Members absent: None.

City Council Members present: Councilmembers Terry Freese, Amber Barbee, Burnell Neal, and
Greg Hippel.

Staff members present: City Manager Joseph R. Pace, Assistant to the City Manager

Brandi Jimenez, City Secretary Paula Favors, Finance Director
London Davis, Building Official Claudia Velasquez, Public
Works Director Roderick Semien, Part-Time Finance Joan Andel,
Director of Planning & Development Gwyn Teves, and Civic
Center Manager Makyla Monroe.

Staff members absent: None.

Visitors: Mr. Alec Becker with Enterprise Fleet Management, Inc.

Public Comments. There were no public comments.

The first item on the agenda was to review and consider the minutes from the meeting held on July 13,
2026. Councilmember Larry Pittman made a motion to approve the minutes as presented. Councilmember
Russell Machann seconded the motion. All voted in favor.

The second item on the agenda was to review and consider a Presentation of Lease Program with Enterprise
Fleet. Mr. Alec Becker with Enterprise Fleet Management made a presentation to the
Committee. After some discussion, no action was taken.

The third item on the agenda was to review and consider a Request from the City Staff to solicit proposals
to provide Bank Depository Services for the City of Wharton. Finance Director London Davis stated to the
Committee that the Bank Depository Agreement between the City of Wharton and Prosperity Bank would
expire on September 30, 2026. He stated that the City Staff was requesting that the City Council authorize
the solicitation of proposals for banking depository services. He stated that the contract would be for a total
of three (3) years with the option to renew for two (2) consecutive one (1) year periods. After some
discussion, Councilmember Russell Machann moved to recommend to the City Council to approve the City
Staff to solicit proposals for Bank Depository Service for the City of Wharton. Councilmember Larry
Pittman seconded the motion. All voted in favor.

The fourth item on the agenda was to review and consider a Discussion on the City of Wharton Fiscal Year
2026-2027 Budget. City Secretary Paula Favors presented a follow-up to the Committee on the
compensation study. The City Staff presented the funding requests for the Fiscal Year 2026-2027 Proposed
Budget. After some discussion, no action was taken.



The fifth item on the agenda was adjournment.
The meeting was adjourned at 6:55 p.m.

Joseph R. Pace, City Manager



City of Wharton
120 E. Caney Street

Wharton, TX 77488
FINANCE COMMITTEE
Meeting 8/10/2026 Agenda Ordinance: An ordinance of the City of Wharton
Date: Item: approving the annual update of the service and

assessment plan and assessment roll for the
Wharton Public Improvement District No. 2 in
accordance with Texas Local Government Code
§372.013, as amended; containing a cumulative
clause; containing a savings and severability
clause; and providing an effective date.

On October 5, 2023, the City Council approved City Staff to create the Wharton Public Improvement
District (PID) No. 2 for Wharton Lakes. One requirement is to provide an Annual Service Plan Report to

the public.

Attached is the Annual Service Plan Update Report that was completed by Municap, the City’s PID
Administration Company. At this time, | would like to request City Council approval to accept the 2026-
2027 Annual Service Plan Update Report and to place the report on the City of Wharton’s website.

Mr. Mark Pfirrman and Mr. Michael Lee from Municap will be here to present the report.

City Manager: Joseph R. Pace

Approval: | f}jfrﬂﬂ ' \j/‘g)(’é_

Mayor: Tim Barker

Date: Tuesday, August 4, 2026




City of Wharton

120 E. Caney Street ° Wharton, TX
77488
Phone (979) 532-2491° Fax (979) 532-
0181

MEMORANDUM

To: Mr. Joseph R. Pace
City Manager

From: London Davis

Date: August 3, 2026

Re: Wharton PID No.2 2026-2027 Annual Service Plan Update Report

On October 5, 2023, when the City Council approved City Staff to create the Wharton Public
Improvement District (PID) No.2 for Wharton Lakes, one of our requirements was to provide an
Annual Service Plan Report to the public. Attached is the Annual Service Plan Update Report that
was completed by Municap, the City’s PID Administration Company. At this time, [ would like to
request City Council approval to accept the 2026-2027 Annual Service Plan Update Report and to
place the report on the City of Wharton’s website.

Mark Pfirrman and Michael Lee from Municap will be here to present the report.

I would like to place this item on the Finance Committee on August 10, 2026, and, if approved,
forward it to the City Council for final approval.

Should you have any questions, please contact me.

Thank you.



WHARTON
PuBLIC IMPROVEMENT DISTRICT NO. 2

CITY OF WHARTON, TEXAS

ANNUAL SERVICE PLAN UPDATE
(ASSESSMENT YEAR 9/16/26 —9/15/27)

AS APPROVED BY CITY COUNCIL ON:
AUGUST 10, 2026

PREPARED By:
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I. INTRODUCTION

Wharton Public Improvement District (the “PID”) was created pursuant to the PID Act and
Resolution No. 2023-88 of the City Council on October 23, 2023, to finance certain public
improvement projects for the benefit of the property in the PID.

A service and assessment plan dated May 13, 2024, and updated for Phase #2 on June 23, 2025
(the “Amended and Restated Service and Assessment Plan™) was prepared at the direction of the
City identifying the public improvements (the “Authorized Improvements”) to be provided by the
PID, the costs of the Authorized Improvements, the indebtedness to be incurred for the Authorized
Improvements, and the manner of assessing the property in the PID for the costs of the Authorized
Improvements. Pursuant to Chapter 372 of the Texas Local Government Code, as amended (the
“PID Act”), the Service and Assessment Plan must be reviewed and updated annually for the
purpose of determining the annual budget for the Authorized Improvements. This document is the
annual update of the Service and Assessment Plan for 2026-27 (the “Annual Service Plan
Update™).

On June 23, 2025, the City approved issuance of the City of Wharton, Texas Special Assessment
Revenue Bonds, Series 2025 (Wharton Public Improvement District No. 2 Phase #1 Project and
Phase #2 Project) (the “Phases #1-2 Bonds”) in the aggregate principal amount of $9,690,000 to
finance, refinance, provide or otherwise assist in the acquisition, construction and maintenance of
the public improvements provided for the benefit of the property in the PID.

The City also adopted the assessment rolls for Phase #1 and Phase #2 the PID attached as Appendix
F and Appendix G, respectively, to the Amended and Restated Service and Assessment Plan (the
“Assessment Rolls”) identifying the Assessments on each Parcel of Assessed Property, based on
the method of assessment identified in the Amended and Restated Service and Assessment Plan.
This Annual Service Plan Update also updates the Assessment Roll for 2026-27.

The Texas legislature passed House Bill 1543 as an amendment to the PID Act, requiring, among
other things, (1) all Service and Assessment Plans and Annual Service Plan Updates be approved
through City ordinance or order to be filed with the county clerk of each county in which all or
part of the PID is located within seven days and (ii) include a copy of the notice form required by
Section 5.014 of the Texas Property Code (the “PID Assessment Notice™) as disclosure of the
obligation to pay PID Assessments. In light of these amendments to the PID Act, this Annual
Service Plan Update includes a copy of the PID Assessment Notice as Appendix E and projected
Annual Installment Schedules as shown in Appendix C-3 and D-3. This Annual Service Plan
Update will be filed with the county clerk in each county in which all or a part of the PID is located
not later than seven (7) days after the date the governing body of the City approves this Annual
Service Plan Update.

Section 372.013 of the PID Act, as amended, stipulates that a person who proposes to sell or
otherwise convey real property that is located in the PID, except in certain situation described in
the PID Act, shall first give to the purchaser of the property a copy of the completed PID

MuniCap |1



Assessment Notice. The PID Assessment Notice shall be given to a prospective purchaser before
the execution of a binding contract of purchase and sale, either separately or as an addendum or
paragraph of a purchase contract. In the event a contract of purchase and sale is entered into without
the seller provided the required notice, the purchaser, subject to certain exceptions described in the
PID Act, is entitled to terminate the contract.

The PID Assessment Notice shall be executed by the seller and must be filed in the real property
records of the County in which the property is located at the closing of the purchase and sale of

the property.

Capitalized terms shall have the meanings set forth in the Amended and Restated Service and
Assessment Plan unless otherwise defined herein.

(remainder of page left intentionally blank)
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II. UPDATE OF THE SERVICE PLAN

A. UPDATED SOURCES AND USES FOR PUBLIC IMPROVEMENTS

Phase #1 Sources and Uses

Pursuant to the Amended and Restated Service and Assessment Plan adopted on June 23, 2025,
the initial total estimated costs of the Phase #1 Improvements, excluding Phase #1 share of the
Phase #1-2 Bonds issuance costs, were equal to $4,887,790. According to Requisition #2 approved
by the City on September 18, 2025, the actual costs of the Phase #1 Improvements are $4,443,187.

Table 11-A-1 on the following page summarizes the updated sources and uses of funds required to

(1) construct the Phase #1 Improvements, (2) establish the PID, and (3) issue the Phase #1 share
of the Phase #1-2 Bonds.

(remainder of page left intentionally blank)
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Table 11-A-1
Sources and Uses — Phase #1

Ph #1 Initial
Estimated Budget Updated Remaining to
Sources of Funds Budget' Revisions Budget Spent to Date? Draw
Par amount $4,319,000 $0 $4,319,000 $4,319,000 §0
Other funding sources $1,292,679 $197,175 $1,489.854 $848.076 $641,778
Total Sources $5,611,679 $197,175 $5,808,854 $5,167,076 $641,778
Uses of Funds
Major Improvements
Road Improvements $89,195 $5 $89.200 $84,980 $4,220
Water Improvements $102.416 $0 $102,416 $19,408 $83,008
Wastewater Improvements $96,271 $8,033 $104.305 $99,370 $4,935
Storm Drainage Improvements $584,365 S0 $584,365 $490,823 $93,542
Landscaping & Retaining Walls $356,781 $0 $356,781 $208,781 $148,000
Other Soft and Miscellaneous Costs $779.214 ($8.038) $771.176 $500.419 $270,757
Subtotal: Major Improvements 2,008,243 $0 $2,008,243 31,403,780 $604,463
Phase #1 Improvements
Road Improvements $905.361 $19,493 $924.854 $924,854 S0
Water Improvements $261.456 $111,977 $373.433 $373,433 $0
Wastewater Improvements $247,678 ($41,500) §206,178 $206,178 $0
Storm Drainage Improvements $490,974 $123,109 $614,083 $614,084 $0
Other Soft and Miscellaneous Costs $974,078 ($15,904) $958,174 $920,858 $37,316
Subtotal: Phase #1 Improvements $2,879,548 §$197,175 $£3,076,723 33,039,407 337,315
imate: I osts:
Issuance costs $195,786 $0 $195,786 $195,786 $0
Administrative expenses $25,000 $0 $25,000 $25,000 $0
Underwriter's discount $129,570 $0 $129,570 $£129.570 $0
Capitalized interest $35,660 $0 $35,660 $35,660 $0
Reserve fund $314,186 $0 $314,186 $314,186 30
Subtotal: Bond Issuance Costs §700,202 30 5700202 §700,202 50
Original Issue Discount $23,686 30 $23,686 $23,686 30
Total Uses $5.611,679 $197,175 $5,808.854 85,167,076 $641.778

1 - According to the Amended and Restated Service and Assessment Plan adopted on June 23, 2025.

2 - According to Requisition #2 approved by the City on September |8, 2025.

Phase #1 Cost Variances

As shown in Table II-A-1 above, the actual cost increases of $197,175 were funded by the
Developer and interest incomes earned within the Phase #1 project fund.

(remainder of page left intentionally blank)
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Phase #2 Sources and Uses

Pursuant to the Amended and Restated Service and Assessment Plan adopted on June 23, 2025,
the initial total estimated costs of the Phase #2 Improvements, excluding Phase #2 share of the
Phase #1-2 Bonds issuance costs, were equal to $6,329,288. According to Requisition #2 approved
by the City on September 18, 2025, the updated actual costs of the Phase #2 Improvements are
$1,896,483.

Table 11-A-2 on the following page summarizes the updated sources and uses of funds required to

(1) construct the Phase #2 Improvements, (2) establish the PID, and (3) issue the Phase #2 share
of the Phase #1-2 Bonds.

(remainder of page left intentionally blank)
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Table I1-A-2
Sources and Uses — Phase #2

Ph #2 Initial

Estimated Budget Updated Spent to Remaining to
Sources of Funds Budget' Revisions Budget Date? Draw
Par amount $5,371,000 50 $5,371.000 $3,099,674 $2,271,326
Other funding sources $2.161.479 S0 $2,161,479 $0 $2,161,479
Total Sources $7.532479 $0  $7.532479  $3,099,674 $4.432.805
Uses of Funds
Major Improvements
Road Improvements $110,805 $10,715 $121,520 $115,020 $6,500
Water Improvements $127,229 $0 $127,229 $26,268 $£100,961
Wastewater Improvements $119,596 §22.,900 $142.496 $134,496 $8,000
Storm Drainage Improvements $725,942 S0 §725,942 $664,327 $61,615
Landscaping & Retaining Walls $443,219 S0 $443.219 $282,584 $160,636
Other Soft and Miscellaneous Costs $967,998 ($33,615) $934,382 $673,788 $260,594
Subtotal: Major Improvements 82,494,788 30  $2,494,788  §$1,896,483 $598,305
Phase #2 Improvements
Road Improvements $1,200,000 S0 $1,200,000 $0 $1,200,000
Water Improvements $250,000 S0 $250,000 $0 $250,000
Wastewater Improvements $450,000 $0 $450,000 $0 $450,000
Storm Drainage Improvements $625,000 S0 $625,000 $0 $625,000
Other Soft and Miscellaneous Costs $1,309,500 S0 $1,309,500 30 $1,309,500
Subtotal: Authorized Improvements 33,834,500 S0 $3.834,500 30 53,834,500
Estimated Bond Issuance Costs:
Issuance costs $243.474 S0 $243.474 $243.474 $0
Administrative expenses $25,000 $0 $25.000 $25,000 $0
Underwriter's discount $161,130 S0 $161,130 $161,130 $0
Capitalized interest $353,178 S0 §353,178 $353,178 $0
Reserve fund $390,714 S0 $390,714 $390,714 S0
Subtotal: Bond Issuance Costs 81,173,497 30 81,173,497 $1,173,497 30
Original Issue Discount $29,694 30 $29,694 529,694 S0
Total Uses $7,532,479 $0 $7,532.479  $3,099,674 $4,432,805

1 - According to the Amended and Restated Service and Assessment Plan adopted on June 23, 2025.

2 - According to Reguisition #2 approved by the City on September 18, 2025.

Phase #2 Cost Variances

As shown in Table I1I-A-2 above, there have been no changes to the total estimated costs of the

Phase #2 Improvements.

B e ]
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B. FIVE-YEAR SERVICE PLAN

According to the PID Act, a service plan must cover a period of five years. Based upon the actual
budget for the Authorized Improvements as shown in Section ILLA. of this report, the Annual
Installments expected to be collected for those costs during the next five years are shown in Table
11-B-1 below.

Table I1-B-1
Projected Annual Installments (2025-2032)!

Assessment Year Ending Phase #1 Projected Phase #2 Projected

09/15 Annual Installments  Annual Installments
2025-26 $355,380 $0

2027 $340,811 $439,639

2028 $355,790 $442,519

2029 $356,006 $441.895

2030 $356,086 $442.136

2031 $356,030 $442,192

2032 $355,840 $442 064
Total $2,475,943 $2,650,445

1 - Assessment years ending 2025 through 2027 reflect actual Annual Installments and are net of
applicable reserve fund income, capitalized interest credits, and TIRZ Credits, if any. Assessment
years 2028 through 2032 reflect projected Annual Installments and are subject to change.

C. STATUS OF DEVELOPMENT

According to the Amended and Restated Service and Assessment Plan dated June 23, 2025, there
are 223 units expected to be built within the PID. As of June 1, 2026, Wharton Lakes Section 1
and Wharton Lakes Section 2 have been platted according to the Wharton Central Appraisal
District (the “WCAD?). See Table 11-C below for the plat information.

Table 1I-C
Recorded Plats

Number of
Development Phase Plat Filed' Residential Lots!
Wharton Lakes Section 1 03/27/2024 99
Wharton Lakes Section 2 07/11/2025 124
Total 223

1 — According to WCAD online records as of June 2026.
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D. ANNUAL BUDGET — PHASE #1
Annual Installments

The Assessment imposed on any Parcel may be paid in full at any time. If not paid in full, the
Assessment shall be payable in thirty-one (31) annual installments of principal and interest
beginning with the tax year following the issuance of the Phase #1 share of the Phase #1-2 Bonds,
of which twenty-nine (29) Annual Installments remain outstanding.

Pursuant to the Amended and Restated Service and Assessment Plan, each Assessment shall bear
interest at the rate on the Phase #1 share of the Phase #1-2 Bonds commencing with the issuance
of the Phase #1 share of the Phase #1-2 Bonds. The effective interest rate on the Phase #1 share of
the Phase #1-2 Bonds is 5.74 percent for 2026-27. Pursuant to Section 372.018 of the PID Act, the
interest rate for that Assessment may not exceed a rate that is one-half of one percent higher than
the actual interest rate paid on the debt. Accordingly, the effective interest rate on the Phase #1
share of the Phase #1 share of the Phase #1-2 Bonds (5.74 percent) plus an additional interest of
one-half of one percent are used to calculate the interest on the Assessments. These payments, the
“Annual Installments™ of the Assessments, shall be billed by the City, or any other party designated
by the City, in 2026 and will be delinquent on February 1, 2027.

Pursuant to the Amended and Restated Service and Assessment Plan, the Annual Service Plan
Update shall show the remaining balance of the Assessments, the Annual Installment due for 2026-
27, and the Administrative Expenses to be collected from each Parcel. Administrative Expenses
shall be allocated to each Parcel pro rata based upon the amount the Annual Instaliment on a Parcel
bears to the total amount of Annual Installments in the PID as a whole that are payable at the time
of such allocation. Each Annual Installment shall be reduced by any credits applied under
applicable documents including the Amended and Restated Service and Assessment Plan, such as
the Tax Increment Reinvestment Zone No. 1 (the “TIRZ”) incremental taxes available to the PID
(the “TIRZ Credit™), capitalized interest and interest earnings on any account balances and by any
other funds available to the PID.

Annual Budget for the Repayment of Indebtedness

Debt service will be paid on the Phase #1 share of the Phase #1-2 Bonds from the collection of the
Annual Installments. In addition, Administrative Expenses are to be collected with the Annual
Installments to pay expenses related to the collection of the Annual Installments. The additional
interest collected with the Annual Installments will be used to pay the Additional Interest Reserve
amounts as described in the Amended and Restated Service and Assessment Plan and applicable
Indenture of Trust.

Annual Installments to be Collected for 2026-27

The budget for Phase #1 of the PID will be paid from the collection of Annual Installments
collected for 2026-27 as shown by Table I1-D-1 on the following page.

D e — ]
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Table I1-D-1

Budget for the Phase #1 Annual Installments

to be Collected for 2026-27

Ph #1 Share of
Ph #1-2 Bonds

Interest payment on March 15, 2027 $121,624
Interest payment on September 15, 2027 $121,624
Principal payment on September 15, 2027 $65,000
Subtotal debt service on bonds $308,249
Excess Interest for Additional Interest Reserves $21,180
Administrative Expenses $29,010

Subtotal Expenses $358,439
Available TIRZ Credit ($14,627)
Available Reserve Fund Income ($3.000)
Available Administrative Expense Account $0
Available Capitalized Interest $0
Subtotal funds available ($17,627)
Annual Installments $340,811

Debt Service Pavments

Annual Installments to be collected for principal and interest on the Phase #1 share of the Phase
#1-2 Bonds include interest due on March 15, 2027, in the amount of $121,624 and September 15,
2027, in the amount of $121,624, which equal interest on the outstanding Phase #1 share of the
Phase #1-2 Bonds of $4,236,000 for six months each and an effective interest rate of 5.74 percent.
Annual Installments to be collected on the Phase #1 share of the Phase #1-2 Bonds include a
principal amount of $65,000 due on September 15, 2027. As a result, the total principal and interest
amount due on the Phase #1 share of the Phase #1-2 Bonds in 2026-27 are estimated to be equal
to $308,249.

Administrative Expenses

Administrative expenses for Phase #1 include the City, Administrator, U.S. Bank Trust Company,
National Association (the “Trustee™), auditor, dissemination agent, and contingency fees. As
shown in Table I1-D-2 on the following page, the administrative expenses to be collected for 2026-
27 are estimated to be $29,010.

(remainder of page left intentionally blank)
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Table 11-D-2
Phase #1 Administrative Budget — 2026-27

Description 2026-27 Estimated Budget

City $3,000
Administrator $18,000
Trustee $1,250
Auditor $2,000
Dissemination Agent $500

Contingency $4,260
Total $29,010

Excess Interest for Additional Interest Reserve

Annual Installments are to be collected for excess interest for additional interest reserves in the
amount of $21,180, which equals 0.5 percent interest on the outstanding Phase #1 share of the
Phase #1-2 Bonds portion of outstanding Phase #1 Assessment balance of $4,236,000.

Available TIRZ Credit

According to the Wharton County Tax Office (the *“Tax Office”), there have been TIRZ increments
collected in 2025 in the amount of $14,627 that are available to be used as TIRZ Credit in 2026-
27 for Parcels within Phase #1. This TIRZ Credit amount is allocated to each of the 99 Parcels
within Phase #1 that generated the TIRZ Revenues in 2025 as shown in Appendix C-2.

Available Reserve Fund Income

As of May 31, 2026, there is an excess balance in the Principal and Interest Account due to
transfers of interest earnings in the Reserve Fund. In addition, the balance in the Reserve Fund is
greater than the Reserve Fund Requirement. As a result, there is $3,000 available between the
Principal and Interest Account and the Reserve Fund to pay a portion of the Phase #1 share of the
Phase #1-2 Bonds debt service.

Available Capitalized Interest Account

As of May 31, 2026, and in accordance with Section 6.4(c) of the Trust Indenture, all Capitalized
Interest funds available for Phase #1’s share of the Phases #1-2 Bonds are fully expended. As a
result, there is no credit to reduce the 2026-27 Phase #1 Annual Installment.

Available Administrative Expense Account

As of May 31, 2026, administrative expenses are anticipated to be used for the payment of current
year administrative expenses through January 31, 2027. As a result, there are no funds anticipated

e e
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to be available in the Administrative Expense Account to reduce the 2026-27 Phase #1 Annual
Installment.

E. ANNUAL INSTALLMENTS PER UNIT - PHASE #1

According to the Amended and Restated Service and Assessment Plan, 99 units representing 97.08
total Equivalent Units are estimated to be built within Phase #1 of the PID. There have been no
prepayments of the Phase #1 Assessments. As a result, the outstanding Phase #1 total Equivalent
Units are 97.08 (97.08 - 0.00 =97.08). The Annual Installment due to be collected per Equivalent
Unit within Phase #1 of the PID for 2026-27 is shown in Table 1I-E-1 below.

Table II-E-1
Annual Installment Per Unit — Phase #1

Budget Item Net Budget Amount’ pt:lllill:qalli{:::::!?;?ttz
Principal $65,000 $669.55
Interest $261,429 $2,692.92
Administrative Expenses $29.010 $298.83
Total $355,439 $3,661.30

1 — Refer to Table 1I-D-1 of this report for additional budget details.
2 — Based on the current outstanding 97.08 Equivalent Units.

The Annual Installment due to be collected from each land use class in Phase #1 for 2026-27 is
shown in Table 11-E-2 below.

Table II-E-2
Annual Installment Per Unit — Phase #1

Annual Installment

Per Equivalent Equivalent Annual Installment
Land Use Class Unit Unit Factor Per Unit!
Lot Type 1 (45 Ft) $3,661.30 1.00 $3.661.30
Lot Type 2 (40 Ft) $3,661.30 0.96 $3,514.85

| — Annual Installment per Equivalent Unit and Annual Instaliment per land class use represents the gross Annual
Installment to be billed and does not reflect applicable TIRZ Credits.

The list of Parcels within Phase #1 of the PID, the number of units to be developed on the current
residential Parcels, the corresponding total Equivalent Units, the total outstanding Assessment, the
annual principal and interest, the Administrative Expenses, the TIRZ Credit, and the Annual
Installment to be collected for 2026-27 are shown in the Assessment Roll Summary attached hereto
as Appendix C-1.
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F. ANNUAL BUDGET — PHASE #2
Annual Installments

The Assessment imposed on any Parcel may be paid in full at any time. If not paid in full, the
Assessment shall be payable in thirty-one (31) annual installments of principal and interest
beginning with the tax year following the issuance of the Phase #2 share of the Phase #1-2 Bonds,
of which twenty-nine (29) Annual Installments remain outstanding.

Pursuant to the Amended and Restated Service and Assessment Plan, each Assessment shall bear
interest at the rate on the Phase #2 share of the Phase #1-2 Bonds commencing with the issuance
of the Phase #2 share of the Phase #1-2 Bonds. The effective interest rate on the Phase #2 share of
the Phase #1-2 Bonds is 5.75 percent for 2026-27. Pursuant to Section 372.018 of the PID Act, the
interest rate for that Assessment may not exceed a rate that is one-half of one percent higher than
the actual interest rate paid on the debt. Accordingly, the effective interest rate on the Phase #2
share of the Phase #1-2 Bonds (5.75 percent) plus an additional interest of one-half of one percent
are used to calculate the interest on the Assessments. These payments, the “Annual Installments”
of the Assessments, shall be billed by the City, or any other party designated by the City, in 2026
and will be delinquent on February 1, 2027.

Pursuant to the Amended and Restated Service and Assessment Plan, the Annual Service Plan
Update shall show the remaining balance of the Assessments, the Annual Installment due for 2026-
27, and the Administrative Expenses to be collected from each Parcel. Administrative Expenses
shall be allocated to each Parcel pro rata based upon the amount the Annual Installment on a Parcel
bears to the total amount of Annual Installments in the PID as a whole that are payable at the time
of such allocation. Each Annual Installment shall be reduced by any credits applied under
applicable documents including the Amended and Restated Service and Assessment Plan, such as
the Tax Increment Reinvestment Zone No. | (the “TIRZ") incremental taxes available to the PID
(the “TIRZ Credit™), capitalized interest and interest earnings on any account balances and by any
other funds available to the PID.

Annual Budget for the Repayment of Indebtedness

Debt service will be paid on the Phase #2 share of the Phase #1-2 Bonds from the collection of the
Annual Installments. In addition, Administrative Expenses are to be collected with the Annual
Installments to pay expenses related to the collection of the Annual Installments. The additional
interest collected with the Annual Installments will be used to pay the Additional Interest Reserve
amounts as described in the Amended and Restated Service and Assessment Plan and applicable
Indenture of Trust.

Annual Installments to be Collected for 2026-27

The budget for Phase #2 of the PID will be paid from the collection of Annual Installments
collected for 2026-27 as shown by Table 1I-F-1 on the following page.

e
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Table I1-F-1
Budget for the Phase #2 Annual Installments
to be Collected for 2026-27

Ph #2 Share
of Ph #1-2
Bonds

Interest payment on March 15, 2027 $154,301
Interest payment on September 15, 2027 $154,301
Principal payment on September 15, 2027 $81,000
Subtotal debt service on bonds $389,603
Excess Interest for Additional Interest Reserves $26,855
Administrative Expenses $29,500
Subtotal Expenses $445,958
Available TIRZ Credit ($2,319)
Available Reserve Fund Income ($4.,000)
Available Administrative Expense Account $0
Available Capitalized Interest $0
Subtotal funds available (86,319)
Annual Installments $439,639

Debt Service Payvments

Annual Installments to be collected for principal and interest on the Phase #2 share of the Phase
#1-2 Bonds include interest due on March 15, 2027, in the amount of $154,301 and September 15,
2027, in the amount of $154,301 which equal interest on the outstanding Phase #2 share of the
Phase #1-2 Bonds of $5,371,000 for six months each and an effective interest rate of 5.75 percent.
Annual Installments to be collected on the Phase #2 share of the Phase #1-2 Bonds include a
principal amount of $81,000 due on September 15, 2027, As a result, the total principal and interest
amount due on the Phase #2 share of the Phase #1-2 Bonds in 2026-27 are estimated to be equal
to $389,603.

Administrative Expenses

Administrative expenses for Phase #2 include the City, Administrator, Trustee, auditor,
dissemination agent, and contingency fees. As shown in Table 1I-F-2 on the following page, the
administrative expenses to be collected for 2026-27 are estimated to be $29,500.

(remainder of page left intentionally blank)
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Table II-F-2
Phase #2 Administrative Budget — 2026-27

Description 2026-27 Estimated Budget

City $3,000
Administrator $18,000
Trustee $1,250
Auditor $2,000
Dissemination Agent $500

Contingency $4,750
Total $29,500

Excess Interest for Additional Interest Reserve

Annual Installments are to be collected for excess interest for additional interest reserves in the
amount of $26,855, which equals 0.5 percent interest on the outstanding Phase #2 share of the
Phase #1-2 Bonds portion of outstanding Phase #2 Assessment balance of $5,371,000.

Available TIRZ Credit

According to the Tax Office, there have been TIRZ increments collected in 2025 in the amount of
$2,319 that are available to be used as TIRZ Credit in 2026-27 for Parcels within Phase #2. This
TIRZ Credit amount is allocated to each of the 124 Parcels within Phase #2 that generated the
TIRZ Revenues in 2025 as shown in Appendix D-2.

Available Reserve Fund Income

As of May 31, 2026, there is an excess balance in the Principal and Interest Account due to
transfers of interest earnings in the Reserve Fund. In addition, the balance in the Reserve Fund is
greater than the Reserve Fund Requirement. As a result, there is $4,000 available between the
Principal and Interest Account and the Reserve Fund to pay a portion of the Phase #2 share of the
Phase #1-2 Bonds debt service.

Available Capitalized Interest Account

As of May 31, 2026, and in accordance with Section 6.4(c) of the Trust Indenture, all Capitalized
Interest funds available for Phase #2’s share of the Phases #1-2 Bonds are fully expended. As a
result, there is no credit to reduce the 2026-27 Phase #2 Annual Installment.

Available Administrative Expense Account

As of May 31, 2026, administrative expenses are anticipated to be used for the payment of current
year administrative expenses through January 31, 2027. As a result, there are no funds anticipated

S —
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to be available in the Administrative Expense Account to reduce the 2026-27 Phase #2 Annual
Installment.

G. ANNUAL INSTALLMENTS PER UNIT - PHASE #2

According to the Amended and Restated Service and Assessment Plan, 124 units representing
120.60 total Equivalent Units are estimated to be built within Phase #2 of the PID. There have
been no prepayments of the Phase #2 Assessments. As a result, the outstanding Phase #2 total
Equivalent Units are 120.60 (120.60 - 0.00 = 120.60). The Annual Installment due to be collected
per Equivalent Unit within Phase #2 of the PID for 2026-27 is shown in Table I1-G-1 below.

Table I1-G-1
Annual Installment Per Unit — Phase #2

Budget Item Net Budget Amount’ p::';;:;ai:iif!;i:::r:l:ilttz
Principal $81,000 $671.64
Interest $331,458 $2,748.40
Administrative Expenses $29.500 $244.61
Total $441,958 $3,664.66

| — Refer to Table II-F-1 of this report for additional budget details.
2 — Based on the current outstanding 120.60 Equivalent Units.

The Annual Installment due to be collected from each land use class in Phase #2 for 2026-27 is
shown in Table [1-G-2 below.

Table 11-G-2
Annual Installment Per Unit — Phase #2

Annual Installment

Per Equivalent Equivalent Annual Installment
Land Use Class Unit Unit Factor Per Unit'
Lot Type 1 (45 Ft) $3.664.66 1.00 $3,664.66
Lot Type 2 (40 Ft) $3,664.66 0.96 $3,518.07

I — Annual Installment per Equivalent Unit and Annual Installment per land class use represents the gross Annual
Installment to be billed and does not reflect applicable TIRZ Credits.

The list of Parcels within Phase #2 of the PID, the number of units to be developed on the current
residential Parcels, the corresponding total Equivalent Units, the total outstanding Assessment, the
annual principal and interest, the Administrative Expenses, the TIRZ Credit, and the Annual
Installment to be collected for 2026-27 are shown in the Assessment Roll Summary attached hereto
as Appendix D-1.
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H. BOND REDEMPTION RELATED UPDATES
Phase #1-2 Bonds

The Phase #1-2 Bonds were issued in July 2025. Pursuant to Section 4.3 of the Indenture of Trust,
the City reserves the right and option to redeem the Phase #1-2 Bonds before their scheduled
maturity dates, in whole or in part, on any interest payment date on or after September 15, 2033,
such redemption date or dates to be fixed by the City, at the redemption prices and dates shown in
the Indenture of Trust.

The Administrator has conducted a preliminary evaluation of the current refunding market
conditions, recent PID bond refunding transactions, and other relevant factors. Based on this
preliminary evaluation, the Administrator believes a refunding of the Phase #1-2 Bonds does not
appear viable at this time. The Administrator will continue to monitor the refunding market
conditions, applicable PID bond refunding transactions, and other relevant factors to determine if
refunding becomes viable in the future and will inform the City accordingly.

(remainder of page left intentionally blank)
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ITl. UPDATE OF THE ASSESSMENT PLAN

The Amended and Restated Service and Assessment Plan adopted by the City Council provided
that the costs of the Authorized Tmprovements shall be allocated to the Assessed Property equally
on the basis of the Equivalent Units of residential dwelling units anticipated to be built on each
Parcel once such property is fully developed, and that such method of allocation will result in the
imposition of equal shares of the Authorized Improvement Costs to Parcels similarly benefited.

This method of assessing property has not been changed, except for the additional clarifying

provisions above, and Assessed Property will continue to be assessed as provided for in the
Amended and Restated Service and Assessment Plan.

(remainder of this page is intentionally left hlank)
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1V, UPDATE OF THE ASSESSMENT ROLL

Pursuant to the Amended and Restated Service and Assessment Plan, the Assessment Roll shall
be updated each year to reflect:

(1) the identification of each Parcel (ii) the Assessment for each Parcel of Assessed Property,
including any adjustments authorized by the Updated Service and Assessment Plan or in the
PID Act; (111) the Annual Installment for the Assessed Property for the year (if the Assessment
is payable in installments); and (iv) payments of the Assessment, if any, as provided by Section
VLF of the Updated Service and Assessment Plan.

The Assessment Roll Summaries for Phase #1 and Phase #2 are shown in Appendix C-1 and
Appendix D-1, respectively, of the Annual Service Plan Update. Each Parcel in the PID is
identified, along with the Assessment on each Parcel and the Annual Installment to be collected
from each Parcel. Assessments are to be reallocated for the subdivision of any Parcels.

A. PARCEL UPDATES
According to the Amended and Restated Service and Assessment Plan, upon the subdivision of

any Parcel, the Administrator shall reallocate the Assessment for the Parcel prior to the subdivision
among the new subdivided Parcels according to the following formula:

A=Bx(C+D)

Where the terms have the following meanings:

A = the Assessment for each new subdivided Parcel.

B = the Assessment for the Parcel prior to subdivision.

C = the estimated Equivalent Units to be built on each newly subdivided Parcel.

D = the sum of the estimated Equivalent Units to be built on all of the new subdivided

Parcels.

The calculation of the estimated number of units to be built on a Parcel shall be performed by the
Administrator and confirmed by the City Council based on the information available regarding the
use of the Parcel. The estimate as confirmed shall be conclusive. The number of units to be built
on a Parcel may be estimated by net land area and reasonable density ratios.

According to the Developer, 99 residential lots in Phase #1 of the PID were subdivided from Parcel
55729 as shown in the plat recorded on March 27, 2024, respectively and the Assessments
allocated proportionally according to Lot Type as shown in the Amended and Restated Service
and Assessment Plan. The various Phase #1 Lots were subdivided from Parcel 55729.
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According to the Developer, 124 residential lots in Phase #2 of the PID were subdivided from
Parcel 55729 and 31753 as shown in the plat recorded on July 11, 2025, and the Assessments
allocated proportionally according to Lot Type as shown in the 2026-27 Service and Assessment
Plan Update. The various Phase #2 Lots were subdivided from Parcel 55729 and 31753.

Table TV-A-1 below shows a summary of the assessment allocation prior to and after the
subdivision of the parent parcels.

Table IV-A-1
Parcel Subdivision — Phase #2

Prior to subdivision After Subdivision
Projected Total . Equivalent Total Total

l;arenll Number  Equivalent A Tetay ¢ PNcw[ Lot Size :?IT::?:: Unit Equivalent  Assessment Mlom t

RIee of Units Units ABsEssmen Arees Factor Units Per Unit SAESmEN
55729 Various Lot Type 1 (45 Ft) 39 1.00 39.00 $44536  $1,736.891

and 124 120.60 $5,371,000
31753 Various Lot Type 2 (40 Ft) 85 0.96 81.60 $42,754 $3,634,109
Total 124 120.60 §5,371,000 124 120.60 $5,371,000

B. PREPAYMENT OF ASSESSMENTS

According to the Trustee as of June 30, 2026, there have no prepayments of Assessments for any
Parcels within the PID.

For additional prepayment related information, see Appendix B of this report.

The complete Assessment Rolls are available for review at the City Hall, located at 120 East Caney
Street, Wharton, Texas 77488.

(remainder of this page is intentionally left blank)
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