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Afirst lien on the authority’s net revenue derived from contract payments by the district secures

the bonds. Per the contract between GTUA and the district, payments from the district to the
authority are considered operating expenses of the district’s waterworks system. The rating
reflects our view of the district’s general creditworthiness.

GTUA effectively serves as a conduit issuer, and its revenue and expenses related to the district
are limited to contract payments and related debt service. The district’s payments under the
contract consist of monthly principal and interest amortization payments, any required reserve
fund deposits, and any administrative payments. We understand that GTUA’s administrative
expenses for the project are related to servicing the district’s debt. In addition, we understand
that GTUA does not commingle funds across its various project funds. The 2026 bonds benefit
from a reserve fund required to be funded at 100% of average annual debt service. The reserve
fund is held with GTUA. As of fiscal 2025, the special utility district had $8.8 million in debt
outstanding.

GTUA and the district covenant to set charges and rate sufficient to cover operations-and-
maintenance expenses and debt service. Additional parity bonds may be issued under what is
effectively sufficiency under an additional bonds test.

Bond proceeds will fund waterline replacements, pump stations, and elevated storage facilities
among other improvements to accommodate anticipated long-term population growth,
ultimately providing service for an additional 25,000 connections.

Credit highlights
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Lake Kiowa Special Utility District, TX Series 2026 Contract Revenue Bonds Assigned 'A’ Rating

The rating reflects our view of the district’s primarily residential and affluent customer base,
which, in our view, provides more stable cash flow than do industrial or commercial customer
bases. Also, the special utility district has maintained strong all-in debt service coverage figures
that have averaged 1.93x in the past three years. We expect coverage to remain robust through
2026 and then, as debt service obligations increase, weaken to about the 1.2x-1.3x range.
Management’s internal rate analysis supports at least 5% annual rate increases to maintain cost
recovery as larger principal and interest payments follow. We will monitor the efficacy of planned
rate increases to maintain health coverage.

Management’s capital improvement plan focuses on aging infrastructure, namely waterline
replacements as well as additional storage capacity. Multiple phases were completed recently;
two more will follow and will be completed in the next five years, which will result in a completely
upgraded distribution infrastructure. A limiting credit factor is the utility’s smaller operational
footprint (1,400 connections), which limits its economies of scale and revenue diversification.

The rating further reflects our view of the district’s:

e Pliant rate-raising flexibility supported by elevated household incomes despite nominally high
water bills and high poverty rates in the county;

e Healthy liquidity position based on persistently high days' cash of more than 550, totaling
more than $2 million in reserves as of 2025, which is in line with management’s liquidity target
($1.5 million); and

e High leverage position with a debt-to-capitalization ratio of more than 50%, offset by a lack of
additional debt plans in the near term given the focus on funding projects outstanding.

Environmental, social, and governance

In our opinion, the utility’s environmental risk factors are neutral given its sufficient water
capacity and environmental compliance. While Lake Kiowa and the region are not experiencing
any major drought conditions, the state has periods of drought, which, with potential water
scarcity, could hinder growth. Partly tempering this, in our view, is the district’s drought
management plan. We also view governance risk factors as neutral, given the system’s long-term
capital planning and internal rate efficacy analyses to maintain ample cost recovery and liquidity
reserves. Some operational management practices could be better codified. Social risks, while
neutral, could become elevated if financial capital improvements pressures rate affordability
through additional rate increases to support unbudgeted capital project cost overruns.

Outlook

The stable outlook reflects our expectation that annual rate increase plans and management’s
monitoring of cost recovery will support healthy debt service coverage as debt obligations
increase after 2026. We also expect cash flow to support liquidity well above the management’s
targeted reserve minimums. We believe the affluent customer base also presents stability in cash
flow and helps temper affordability concerns.

Downside scenario

We could lower the rating if coverage decreases as a result of consistently higher-than-expected
project costs that lead to insufficient cost recovery, weakening coverage, and/or lower-than-
projected liquidity in the next few years.
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Lake Kiowa Special Utility District, TX Series 2026 Contract Revenue Bonds Assigned 'A’ Rating

Given the system’s future capital needs and high leverage position, we believe the potential for a
higher rating would be low within the next two years. Any upward credit movement could follow
consistent overperformance of coverage expectations as annual debt service payments ramp up,
amid maintenance of healthy liquidity reserves and completion of capital projects outstanding.
Over the longer term, if growth trends outpace expectations and lead to significant financial

performance, we may consider raising the rating.

Lake Kiowa Special Utility District, Texas--economic and financial data

Fiscal year-end

Most recent 2025 2024 2023 Median (A)
Economic data
MHHEBI of the service area as % of the U.S. 133.0 86.0
Unemployment rate (%) 3.0 4.0
Poverty rate (%) 1.2 131
Water rate (6,000 gallons or actual; $) 166.3 42.4
Sewer rate (6,000 gallons or actual; $) 0.0 42.0
Annual utility bill as % of MHHEBI 2.2 1.3
Operational management assessment Standard Standard
Financial data
Total operating revenue ($000s) 2,375 1,956 2,037 4,663
Total operating expenses less depreciation ($000s) 1,115 1,039 1,062 3,591
Net revenue available for debt service ($000s) 1,303 956 995 -
Debt service ($000s) 619 625 461 -
S&P Global Ratings-adjusted all-in DSC (x) 2.1 1.5 2.2 1.6
Unrestricted cash ($000s) 2,126 1,839 1,631 3,895
Days' cash 696 646 561 502
Total on-balance-sheet debt ($000s) 15,366 9,200 9,627 11,076
Debt-to-capitalization ratio (%) 69.6 61.0 64.0 45.0
Financial management assessment Standard -- - - Standard

Note: Most recent economic data available from our vendors. DSC--Debt service coverage. MHHEBI--Median

household effective buying income.

Ratings List

New Issue Ratings

US$6,610,000 Greater Texoma Utility Authority, (A political subdivision of the State of Texas located in Grayson, Collin,
Fannin and Cooke Counties), Contract Revenue Bonds, Series 2026, (Lake Kiowa Special Utility District Project), dated:

June 18, 2026, due: August 15, 2056

Long Term Rating A/Stable
New Rating

Water & Sewer

Greater Texoma Utility Authority, TX Water System Revenues A/Stable
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Lake Kiowa Special Utility District, TX Series 2026 Contract Revenue Bonds Assigned 'A' Rating

The ratings appearing below the new issues represent an aggregation of debt issues (ASID) associated with related maturities. The maturities similarly reflect our
opinion about the creditworthiness of the U.S. Public Finance obligor's legal pledge for payment of the financial obligation. Nevertheless, these maturities may have
different credit ratings than the rating presented next to the ASID depending on whether or not additional legal pledge(s) support the specific maturity's payment
obligation, such as credit enhancement, as a result of defeasance, or other factors.

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors, have specific meanings ascribed to them in
our criteria, and should therefore be read in conjunction with such criteria. Please see Ratings Criteria at
https://disclosure.spglobal.com/ratings/en/regulatory/ratings-criteria for further information. A description of each of S&P Global Ratings' rating categories is
contained in "S&P Global Ratings Definitions" at https://disclosure.spglobal.com/ratings/en/regulatory/article/-/view/sourceld/504352. Complete ratings
information is available to RatingsDirect subscribers at www.capitalig.com. All ratings referenced herein can be found on S&P Global Ratings' public website at
www.spglobal.com/ratings.
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be modified, reverse engineered, reproduced, or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of
Standard & Poor's Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be used for any unlawful or unauthorized purposes. S&P and any third-
party providers, as well as their directors, officers, shareholders, employees, or agents (collectively S&P Parties) do not guarantee the accuracy, completeness,
timeliness, or availability of the Content. S&P Parties are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results
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Some of the Content may have been created with the assistance of an artificial intelligence (Al) tool. Published Content created or processed using Al is composed,
reviewed, edited, and approved by S&P personnel.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of
fact. S&P's opinions, analyses, and rating acknowledgment decisions (described below) are not recommendations to purchase, hold, or sell any securities or to make any
investment decisions, and do not address the suitability of any security. S&P assumes no obligation to update the Content following publication in any form or format. The
Content should not be relied on and is not a substitute for the skill, judgment, and experience of the user, its management, employees, advisors, and/or clients when
making investment and other business decisions. S&P does not act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained
information from sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any information
it receives. Rating-related publications may be published for a variety of reasons that are not necessarily dependent on action by rating committees, including, but not
limited to, the publication of a periodic update on a credit rating and related analyses.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain regulatory purposes,
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certain business units of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to maintain the
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S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right to
disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites, www.spglobal.com/ratings (free of charge) and
www.ratingsdirect.com (subscription) and may be distributed through other means, including via S&P publications and third-party redistributors. Additional information
about our ratings fees is available at www.spglobal.com/usratingsfees.
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