POTH INDEPENDENT SCHOOL DISTRICT

Understanding the
2026 VATRE - Proposition A

Town Hall ¢ Community Information Session

School funding e Defeasance ® VATRE e District plan

November 3, 2026 election




Why is Poth ISD calling a Voter Approved Tax Rate Elections (VATRE)?

Deficit Budget? — No. The district adopted balanced budgets for the current school year while
providing an average 2% raise to all staff members. The past seven (7) Financial Integrity Rating
System of Texas (FIRST) ratings for Poth ISD have been an A = Superior Achievement. The
district’s fund balance exceeds the Texas Legislative Board’s recommended fund balance of
three months of operating expenditures with a balance of $4,625,793, or 170.2% of the
recommendation.

Increase taxes for the community? — No. The proposed Proposition A / VATRE states a total tax
rate for 2026 of $0.95540, the same overall tax rate as the previous two years.

Plans for the additional $1,350,000 annual recurring revenue? — The district intends to use the

funds to improve staff compensation and complete facility and maintenance projects around
the district beginning immediatelyin 2026-2027 upon a successful VATRE election.
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POTH ISD ¢ VATRE TOWN HALL

One school tax rate is divided into two distinct funds

MAINTENANCE & OPERATIONS

Pays for the work of operating
schools

Staff salaries

Utilities and supplies

Routine maintenance

Student programs and services

=TT
&S

Pays principal and interest on voter-
approved debt

Bond payments
Debt-service schedules
Restricted to eligible debt purposes

02



Penny swapping does not permit VATRE funding to pay bond debt

PROHIBITED USE POTH ISD’S PLAN
Move pennies to M&O Last 3 years: Defease selected debt
J | \
Generate Tier Il funding from the state This year: End defeasance, reduce the
I&S rate
v J
Use that funding for bond debt Use VATRE resources for salaries and
facilities

NOT ALLOWED NO VATRE FUNDS FOR BOND PAYMENTS

Texas Education Code §48.201: Tier Il guaranteed-yield funding may not be used for debt service.
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Defeasance reduces the debt that must be supported by I&S taxes

Set aside funds

Funds are committed
to selected future
bond obligations
under the defeasance
transaction.

Legally secure
payment

Funds are placed
under anirrevocable
arrangement for
principal and interest.

Remove debt
burden

The selected debt is
treated as paid for
financial purposes,
even before final
maturity.

Lower I&S need

With less annual debt
service to cover, the
district canadopt a
lower I&S rate.

Defeased Bonds Net D/S
Maturities Call Date Interest Rates Principal
8/27/24 Portion of S-2018 2043 8/15/25 3.50% 515,000 329,713
8/27/25 Portion of S-2018 2041 - 2043 9/16/25 3.50% $80,000 558,626
8/27/26 Portion of S-2018 2040 - 2041 9/21/26 3.50% 390,000 189,265

$ 1,885,000 $ 1,077,604
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POTH ISD ¢ VATRE TOWN HALL

The proposal shifts 12 cents between funds—not the total rate

CURRENT WITH VATRE

M&O M&O
$0.66690 $0.78690
$0.95540 total $0.95540 total
I&S -$0.12 | M&O +$0.12 | TOTAL $0.00 change

Rates shown per $100 of taxable value
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The VATRE changes both sides of the state—local funding partnership

CURRENT FOR 26-27 ¢ WITHOUT VATRE

Local M&O taxes $3,009,686
State funding $9,322,718
Total partnership $12,332,404

= $535,000 shifted into M&O

<+

WITH VATRE
Local M&O taxes $3,544,978
State funding $10,137,668
Total partnership $13,682,646

=~ $815,000 additional state funding

= approximately $1.35 million more for Poth ISD

Exact district estimates: +5535,292 local M&O and +$814,950 state funding

Why does the VATRE generate additional state funding? Poth ISD’s Maximum Compressed Rate is $0.6169. The district school board currently adopts five
M&O pennies above that rate. The VATRE would add 12 more, bringing Poth ISD to 17 enrichment pennies—eight “golden pennies” and nine “copper
pennies.” Each group has a state-guaranteed funding yield per penny per weighted student. When local tax collections do not produce the guaranteed

amount, the state provides additional funding to make up the difference. I&S pennies do not generate this M&O formula funding.
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A VATRE asks voters to authorize an M&O rate above the voter-approval
threshold

What voters decide

VATRE

Whether Poth ISD may adopt the proposed
$0.78690 M&O rate as part of the $0.95540 total

Voter-Approval
school tax rate.

Tax Rate Election

The election concerns tax-rate authority. Itis separatefroma

bond election and does not authorize new bonded debt. November 3, 2026
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The district identifies two uses for the additional M&O funding

STAFF SALARIES

Recruit and retain
employees

Pay increases for teachers and staff are the
first stated fundingpriority.

Year 1 School Board Intention with
successful VATRE election:

$3,000 mid year retention stipends to all
employees

Address projects beyond
the annual maintenance
budget

Larger maintenance and smaller construction-
related improvements are the second stated
priority.

Poth ISD Facility Committee has reviewed and
ranked 30+ maintenance projects for the district

Estimated annual funds: approximately $1.35 million
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First 20 District Projects

In no particular order

- Kindergarten buildingroof replacement - Administration office renovation and board room

- Practice field shade coverings - Dumpsterrelocation behind HS student parking

- Cafeteria HVAC replacement - L-Wingroofreplacement

- Elementary playground turfinstallation - Buses with seat belts. Compliance by 2029

- JH and Elementary ceiling tile replacement - Field house upgrades: female spaces for trainers and referees
- HS gym roof-over - Retainingwall at JH library, across from JH gym

- Retaining wall from HS main side door to HS gym - CTE storage and overhangbehind or near CTE building

- HS gym storage building behind weight room - Enclose pavilion cover

- Elementary office access from L-Wing / nurse office sidewalk - Restroom in Elementary office

- HS parking lot expansion - Districtwide parking lot asphaltrepairand resurfacing



POTH ISD ¢ VATRE TOWN HALL

The allocation shifts toward salaries over three years

YEAR1 Salaries 40%

YEAR 2 Salaries 50%

YEAR 3+ Salaries 60%

Planned distribution of estimated VATRE-related funds. Equates to approximately $135,000 shift per year.
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The rate is unchanged; an individual tax bill can still change with changes to
taxable value (but not because of the VATRE election)

$0.95540 $955.40

per $100 taxable value school district tax on $100,000
under either rate structure of taxable value at $0.95540

Actual bills depend on taxable value, exemptions, and other applicable tax-rate changes. Thus, if your property value
increases from 2025 to 2026, your bill may increase but not as a result of the VATRE. The example is not a tax estimate for a
specific property.
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The November vote determines which M&O rate the district may adopt

IF APPROVED IFNOT APPROVED

The district may not use the proposed
voter-approved M&O rate; The M&O rate
will return to the $0.6669 rate of the prior
year; budgeting proceeds without the
estimated VATRE-related funding.

The district may use the $0.78690 M&O
rate within the $0.95540 total rate and
implement the stated salary/facility
plan.

Registration deadline Early voting begins Early voting ends Election Day

Questions: Braden Lyssy, CFO ¢ blyssy@pothisd.us ¢ 830-484-3330
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POTH ISD ¢ VATRE TOWN HALL

Sample Ballot

On the official election ballot, you will see THIS IS A
PROPERTY TAXINCREASE. This is mandated verbiage
required by the state on all Voter Approved Tax Rate Elections
(VATRE).

While the propertytaxes are increasing on the M&O side of the
tax rate, the districtis unable to show on the ballot the
decrease intaxes on the 1&S side of the tax rate. Between the
two rates, there is a zero tax rate increase but the statement
must remain.

The $535,292 shown on the ballot is the total increase in M&O
tax revenue for the district as a result of the $0.12 (12-cent)
shift. That same amount of tax revenue was reduced from the
|1&S side of the tax rate for a net zero change, but it legally
cannot be expressed on the ballot.

Poth Independent School District
(Distrito Escolar Independiente de Poth)

Propos—ition A
THIS IS A PROPERTY TAX INCREASE.

Ratifying the ad valorem tax rate of $0.9554 per
$100 taxable assessed valuation in Poth
Independent School District for the cdrrentyear,
a rate that will result in an increase of 18 percent
in maintenance and operations.tax revenue for
the district for the current yearas.compared to
the preceding year, which-is an additional
$535,292.

(Proposicion A)

(ESTE ES'UN AUMENTO DEL IMPUESTO
PREDIAL.)

(Se ratifica latasa del impuesto ad valorem de
$0.9554 por cada $100 de valor catastral
imponible en el Distrito Escolar Independiente
de Poth para el afio en curso, una tasa que
resultara en un aumento del 18 por ciento en los
ingresos por impuestos de mantenimiento y
operaciones para el distrito durante el ario en
curso en comparacion con el ano anterior, lo que
representa $535,292 adicionales.)

(A Favor)
(En Contra)

O For

< Against




District Flyer

POTH ISD PROPOSITION A

UNDERSTANDING THE BALLOT LANGUAGE

POTH

INDEPENDENT
SCHOOL DISTRICT

VIAYIIR

ELECTION DAY: NOV. 3. ZGZ{J‘JMEH-MPIWMTAI RATE ELECTION

Beneflts of a VATRE
Q% W

MO Increased Tax Increased Teacher Facility Maintain
Burden on & Staff Maintenance and Educational
Taxpayers Compensation Improvements Programs

Tax Rates per $100 Valuation
Current Tax Rate Tax Rate if VATRE Passes Allocation Shift
| & 5 Rate
Db Somice $0.28850 $0.16850 L -12¢
M & O Rate
Operations $0.66690 $0.78690 11 + 12¢
Total Rate $0.95540 $0.95540

VATRE Generated Funding Allocation
Approximation

AVATRE is used to adjust a school district’s tax rate.

A VATRE does not generate debt: it adjusts a district's

Maintenance & Operations (M&O) tax rate for perpetual the Poth ISD

spending flexibility. website for a
comprehensive

VATRE funds are used for day-to-day operating expenses, such look

as staff pay, facility upkeep, campus safety, and more.

ELECTION DAY NOV. 3, 2026

What you'll see at the polls

®  The ballot describes Proposition A as a proparty tax increase because it raises the Maintenance & Operations

{M&D) portion of the school district's tax rate.

®  The ballat language does not separately show the change 1o the
and Sinking (1&5) rate. Poth 15D has proposad a total tax rate th

other portion of the district's tax rate, the Interest
at decreases the 185 rate by 50.1200 per $100 of

taxable value, offsatting the increase on the M&O side for a net zero rate changa.

®  Poth ISD's proposed tax rate will remain at $0.95540 per 5100 of taxable value with the M&O rate changing from
$0.66690 to $0.78690, while the 1&S rate changes from $0.28850 to $0.16850.

®  The district anticipates approximately $1.35 million in additional annual M&D revenue comprised of §535,000 in
local taxes (praviously collected under the 1&5 rate) and 5815000 in new state revenue (triggerad by the
guaranteed yield of the additional 12 pennies). Staff compensation and facility improvements have beean identified

as the funding priorities for this new revanue.

Understanding the two parts of the tax rate

M&O

Maintenance & Operations

1&S

Interest & Sinking

Supports the district's operating
expenses. The proposad
WVATRE increases this portion of

district debt that finances

Used for payments on school

facilities. The proposed VATRE

TOTAL

Combined tax rate

The published figures show the
combined tax rate remaining
%0.95540 per $100 of taxable

the tax rate. decreases this portion of the tax value.
rate.
The numbers in one view
Current VATRE Change
M&O 50.66690 $0.78690 +50.12000
1&5 $0.28850 $0.16850 -50.12000
Total 50.95540 $0.95540 $0.00000

What the ballot language looks like

Ballot wording shown in the sample

"THIS IS A PROPERTY TAX INCREASE."

The sample ballot states that Proposition A would ratify an ad
valorem tax rate of $0.9554 per $100 of taxable value and describes
the resulting increase in maintenance and operations revenue, thus
the stated phrase THIS IS A PROPERTY TAX INCREASE.
However, the ballot language does not separately show the matching
185 tax revenue DECREASE a5 described in Poth ISD%s
VATRE/Proposition A information.

The $535,202 shown on the ballot is the total increase in MEO tax
revenue for the district as a result of the 50.12 [12-cent) shift. That
same amount of tax revenue was reduced from the 1&S side of the
tax rate for a net zero change, bat it legally cannot be expressed on
the ballat.

Poth Independent School District
fINstiin EScolar indenenoienis o Folh]

Proposition A
THIS 15 A PROPERTY TAX INCREASE.

Ratitying thie ad valorem tax rate of 509554 gy 5100 axable
ASSESEY WaIIASON in Poth ndependent Schoglisrial for the
ourent year, a rate that wil resdt in aninorease ol 48 percent in
maintenanoe and operations fan reseno8dor tha Sirict for the
current year as comparned (o the geeosding year. which ks an

additioral §535 252
(Proposition A)

(ESTE E5 UN ALMENTO DEL IMFLUESTO PREDIAL.}
[Se ratifca /2 fasa dei jmpuesc ad valonem de S0 9554 por
cada §100 de vaior cafasial inponitée en ef Disinfo Escolfar
independienis de Aol paa el oo an cwso, una tase gue
FESINITS B LTSN dad 18 DoV CRD &7 IS INDRRSOS B
impuesios T8 masienmients y operaciones paa el tvsinio,
duranfe &l 39BN cwso an comparacidn con & aflo anteror, io
gue FEQneseia S535 297 adiclonales. )

> For {4 Favar)
> Against {En Contra)
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