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Independent Auditor’s Report

Board of Trustees
Mabank Independent School District
Mabank, Texas

Opinions

We have audited the accompanying financial statements of the governmental activities, each major fund and the aggregate
remaining fund information of the Mabank Independent School District as of and for the year ended August 31, 2025, and the
related notes to the financial statements, which collectively comprise Mabank Independent School District’s basic financial
statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the governmental activities, each major fund and the aggregate remaining fund information of Mabank Independent
School District as of August 31, 2025, and the respective changes in financial position and, where applicable, cash flows
thereof for the year then ended in accordance with accounting principles generally accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States. Our responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit
of the Financial Statements section of our report. We are required to be independent of Mabank Independent School District
and to meet our other ethical responsibilities in accordance with the relevant ethical requirements relating to our audit. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions.

Emphasis of a Matter — Change in Accounting Principle Pertaining to Compensated Absences

As discussed in Note 19 to the financial statements, the District has changed its accounting for compensated absences, which
was required by Governmental Accounting Standards Board (GASB) Statement No. 101 that became effective for fiscal years
beginning after December 15, 2023. Our opinions are not modified with respect to this matter.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with accounting
principles generally accepted in the United States of America, and for the design, implementation, and maintenance of internal
control relevant to the preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or events, considered in
the aggregate, that raise substantial doubt about Mabank Independent School District’s ability to continue as a going concern
for twelve months beyond the financial statement date, including any currently known information that may raise substantial
doubt shortly thereafter.

Auditor's Responsibility for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinions. Reasonable assurance
is a high level of assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted in accordance
with generally accepted auditing standards and Government Auditing Standards will always detect a material misstatement
when it exists. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if there is a substantial likelihood that, individually or in the aggregate, they would
influence the judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards and Government Auditing Standards, we:



Exercise professional judgment and maintain professional skepticism throughout the audit.

Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, and design and
perform audit procedures responsive to those risks. Such procedures include examining, on a test basis, evidence regarding the
amounts and disclosures in the financial statements.

Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of Mabank Independent School District’s
internal control. Accordingly, no such opinion is expressed.

Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluate the overall presentation of the financial statements.

Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise substantial doubt
about Mabank Independent School District’s ability to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit, significant audit findings, and certain internal control-related matters that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion and
analysis on pages 7 through 13 and the Teacher Retirement System schedules on page 58 through 66 be presented to
supplement the basic financial statements. Such information is the responsibility of management and, although not a part of
the basic financial statements, is required by the Governmental Accounting Standards Board who considers it to be an essential
part of financial reporting for placing the basic financial statements in an appropriate operational, economic, or historical
context. We have applied certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of management about the methods
of preparing the information and comparing the information for consistency with management’s responses to our inquiries, the
basic financial statements, and other knowledge we obtained during our audit of the basic financial statements. We do not
express an opinion or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise Mabank
Independent School District’s basic financial statements. The combining and individual nonmajor fund financial statements,
the required TEA schedules listed in the table of contents, and the schedule of expenditures of federal awards, as required by
Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards, are presented for purposes of additional analysis and are not a required part of the basic
financial statements. Such information is the responsibility of management and was derived from and relates directly to the
underlying accounting and other records used to prepare the basic financial statements. The information has been subjected to
the auditing procedures applied in the audit of the basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to prepare the basic
financial statements or to the basic financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the combining and individual nonmajor
fund financial statements, the required TEA schedules, and the Schedule of Expenditures of Federal Awards are fairly stated in
all material respects in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 10, 2026, on our
consideration of Mabank Independent School District’s internal control over financial reporting and on our tests of the
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of
that report is solely to describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of Mabank Independent School District’s internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering Mabank Independent School District’s internal control over financial reporting
and compliance.
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Hankins, Eastup, Deaton, Tonn, Seay & Scarborough, LLC
Denton, Texas

January 10, 2026



MABANK INDEPENDENT SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED AUGUST 31, 2025
(UNAUDITED)

As management of Mabank Independent School District, we offer readers of the District’s financial statement
this narrative overview and analysis of the financial activities of the District for the year ended August 31,
2025. Please read this narrative in conjunction with the independent auditors' report on page 5, and the
District's Basic Financial Statements that begin on page 17.

FINANCIAL HIGHLIGHTS

e The assets and deferred outflows of resources of the District exceeded its liabilities and deferred inflows
of resources at the close of the most recent fiscal year by $35,548,826 (net position). Of this amount,
$2,574,728 represents unrestricted net position.

e The District’s total net position increased by $7,632,888 during the current fiscal year.

e As of the close of the current fiscal year, the District’s governmental funds reported combined ending
fund balances of $139,274,388 an increase of $105,926,562 from the prior year. The large increase in
governmental fund balances was due primarily to the September 2024 bond issue.

e At the end of the current fiscal year, unassigned fund balance for the general fund was $18,287,687
or 40.74% of the total general fund expenditures.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of a series of financial statements. The government-wide financial statements
include the Statement of Net Position and the Statement of Activities (on pages 16 and 17). These provide
information about the activities of the District as a whole and present a longer-term view of the District's
property and debt obligations and other financial matters. They reflect the flow of total economic resources
in a manner similar to the financial reports of a business enterprise.

Fund financial statements (starting on page 18) report the District's operations in more detail than the
government-wide statements by providing information about the District's most significant funds. For
governmental activities, these statements tell how services were financed in the short term as well as what
resources remain for future spending. They reflect the flow of current financial resources and supply the
basis for tax levies and the appropriations budget. For proprietary activities, fund financial statements tell
how goods or services of the District were sold to departments within the District or to external customers
and how the sales revenues covered the expenses of the goods or services. The remaining statements,
fiduciary statements, provide financial information about activities for which the District acts solely as a
trustee or agent for the benefit of those outside of the District.

The notes to the financial statements (starting on page 30) provide narrative explanations or additional data
needed for full disclosure in the government-wide statements or the fund financial statements.

The combining statements for nonmajor funds contain even more information about the District's individual
funds. The sections labeled TEA Required Schedules and Federal Awards Section contain data used by
monitoring or regulatory agencies for assurance that the District is using funds supplied in compliance with
the terms of grants.



Reporting the District as a Whole
The Statement of Net Position and the Statement of Activities

The analysis of the District's overall financial condition and operations begins on page 16. Its primary
purpose is to show whether the District is better off or worse off as a result of the year's activities. The
Statement of Net Position includes all of the District's assets and deferred outflows of resources; and
liabilities and deferred inflows of resources at the end of the year while the Statement of Activities includes
all revenues and expenses generated by the District's operations during the year. These apply the accrual
basis of accounting (the basis used by private sector companies).

All of the current year's revenues and expenses are taken into account regardless of when cash is received or
paid. The District's revenues are divided into those provided by outside parties who share the costs of some
programs, such as tuition received from students from outside the district and grants provided by the U.S.
Department of Education to assist children with disabilities or from disadvantaged backgrounds (program
revenues), and revenues provided by the taxpayers or by TEA in equalization funding processes (general
revenues). All the District's assets and deferred outflows of resources are reported whether they serve the
current year or future years. Liabilities and deferred inflows of resources are considered regardless of
whether they must be paid in the current or future years.

These two statements report the District's net position and changes in them. The District's net position (the
difference between assets and deferred outflows of resources; less liabilities and deferred inflows of
resources) provide one measure of the District's financial health, or financial position. Over time, increases or
decreases in the District's net position is one indicator of whether its financial health is improving or
deteriorating. To fully assess the overall health of the District, however, you should consider nonfinancial
factors as well, such as changes in the District's average daily attendance or its property tax base and the
condition of the District's facilities.

In the Statement of Net Position and the Statement of Activities, we divide the District into two kinds of
activities:

e  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.

e Business-type activities—The District does not have any programs in which it charges a fee to
“customers” to help it cover all or most of the cost of services it provides. Thus, the District had no
business-type activities during the current fiscal year.

Reporting the District's Most Significant Funds
Fund Financial Statements

The fund financial statements begin on page 18 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 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.



e  Govermnmental 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 Position and the Statement of Activities) and governmental
funds in reconciliation schedules following each of the fund financial statements.

e Proprietary funds-The District reports the activities for which it charges users (whether outside
customers or other units of the District) in proprietary funds using the same accounting methods
employed in the Statement of Net Position and the Statement of Activities. The internal service fund
reports the District’s self-insurance workers compensation program that provides services for the
District’s other programs and activities.

The District as Trustee
Reporting the District's Fiduciary Responsibilities

The District is the trustee, or custodian, for money raised by student activities. The District's custodial
activity is reported in the Statement of Fiduciary Net Position and Statement of Changes in Fiduciary Net
Position on pages 28 and 29. 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.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

The analysis below presents both current and prior year data and discusses significant changes in the
accounts. Our analysis focuses on the net position (Table I) and changes in net position (Table II) of the
District's governmental activities.

Net position of the District's governmental activities increased from $29,227,952 to $35,548,826.
Unrestricted net position — the part of net position that can be used to finance day-to-day operations without
constraints established by debt covenants, enabling legislation, or other legal requirements — was $2,574,728
at August 31, 2025.



Table I

NET POSITION
Governmental
Activities
2025 2024

Current and other assets $ 145,800,610 $ 39,651,263
Capital assets 59,057,698 50,558,569

Total assets 204,858,308 90,209,832
Deferred outflows of resources 8,323,174 7,687,551
Long-term liabilities 165,519,386 54,769,619
Other liabilities 3,924,753 3,658,559

Total liabilities 169,444,139 58,428,178
Deferred inflows of resources 8,188,517 10,241,253
Net Position:
Net investments in capital assets 27,283,464 13,420,768
Restricted 5,690,634 13,386,640
Unrestricted 2,574,728 2,420,544

Total net position $ 35,548,826 $ 29,227952

At the end of the current fiscal year, the District reports a positive balance in unrestricted net
position, net investments in capital assets, and restricted net position. The District’s net position
increased by $7,632,888 during the current fiscal year.
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Table IT

CHANGES IN NET POSITION
Governmental
Activities
2025 2024
Revenues:
Program Revenues:
Charges for services 3 1,082,719 $ 1,967,124
Operating grants and contributions 8,853,929 10,171,679
Capital grants and contributions - -
General Revenues:
Maintenance and operations taxes 18,163,513 16,583,934
Debt service taxes 7,581,850 6,926,267
State aid 22,339,754 21,903,477
Grants and contributions not restricted - -
Investment earnings 6,679,612 1,877,877
Miscellaneous 118,017 270,448
Total Revenues 64,819,394 59,700,806
Expenses:
Instruction, curriculum and 27,956,882 28,225,755
media services
Instructional and school leadership 2,886,805 2,585,705
Student support services 5,984,444 5,228,726
Food services 3,271,752 2,606,916
Extracurricular activities 2,872,627 2,462,641
General administration 1,454,351 1,481,466
Plant maintenance, security and 5,722,927 6,754,322
data processing
Community services 582,373 510,903
Debt services 5,301,873 1,188,370
Capital outlay 641,167 4,753
Other intergovernmental charges 511,305 482,381
Total Expenses 57,186,506 51,531,938
Increase (Decrease) in Net Position 7,632,888 8,168,868
Net Position - beginning of year 29,227,952 21,059,084
Restatement due to accounting change (1,312,014)
Net Position - end of year $ 35,548,826 $ 29,227,952

Local revenues increased due to increase in taxable property values and investment income on unspent bond

proceeds. In addition, state aid increased by $436,277.

o  The District’s General Fund expenditures increased $2,643,559. This is due primarily to increases in

employee compensation during the fiscal year.

e The District’s maintenance and operations (M&Q) tax rate decreased from $0.6692 per $100
valuation to $0.6669 per $100 valuation as required by the state funding formula. The District’s

debt service tax rate remained the same at $0.2800 per $100 valuation.
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The cost of all governmental activities for the current fiscal year was $57,186,506. However, as shown in the
Statement of Activities on page 17, the amount that District taxpayers ultimately financed for these activities
through District taxes was only $25,745,363 because some of the costs were paid by those who directly
benefited from the programs ($1,082,719) or by other governments and organizations that subsidized certain
programs with grants and contributions ($8,853,929) or by State equalization funding ($22,339,754).

THE DISTRICT'S FUNDS

As the District completed the year, its governmental funds (as presented in the balance sheet on page 18)
reported a combined fund balance of $139,274,388, which is $105,926,562 more than last year's total of
$33,347,826. The large increase in governmental fund balances was due primarily to the September 2024
bond issue.

Over the course of the year, the Board of Trustees revised the District's budget several times. These budget
amendments fall into three 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 2024). The second category includes changes that the
Board made during the year to reflect new information regarding revenue sources and expenditure needs.
The principal amendments in this case were amendments to reflect additional revenues and personnel and
other costs. The third category involves 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 $19,505,785 reported on page 18 differs from the General Fund's
budgetary fund balance of $17,362,235 reported in the budgetary comparison schedule on page 57. This is
principally due to cost savings achieved during the year based on the final amended budget and revenues in
excess of budgeted amounts.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At August 31, 2025, the District had $59,057,698 invested in a broad range of capital assets, including
facilities and equipment for instruction, transportation, athletics, administration, and maintenance. This
amount represents a net increase of $8,499,129, or 16.8% more than last year.

More detailed information about the District’s capital assets is presented in Note 4 to the financial statements.
Debt Administration

At year-end, the District had $165,509,386 in long-term debt outstanding (including accreted interest on
bonds) versus $54,769,619 last year—an increase of $110,739,767. The District’s general obligation bond
rating is AAA (as a result of guarantees of the Texas Permanent School Fund) according to national rating

agencies.

More detailed information about the District’s long-term liabilities is presented in Note 5 to the financial
statements.

12



ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

e The District’s General Fund expenditures are budgeted to increase approximately $5.8 million. This is
due primarily to increases in state funding for teacher salaries.

e The 2025-2026 General Fund budget has budgeted revenues equal to budgeted expenditures
($46,984,817).

e The District’s 2025-2026 maintenance and operations tax rate remained the same at $0.6669 per $100
taxable value to $0.6669 per $100 taxable value. Also, the debt service tax rate remained at $0.2800 per
$100 taxable value. The total tax rate is $0.9469 per $100 taxable value.

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 Mabank Independent School District, 310 E. Market St., Mabank, Texas 75147,
(903) 880-1300.
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BASIC FINANCIAL STATEMENTS



MABANK INDEPENDENT SCHOOL DISTRICT
STATEMENT OF NET POSITION

AUGUST 31, 2025

EXHIBIT A-1

Data Primary Government
Control Governmental
Codes Activities
ASSETS

1110 Cash and Cash Equivalents
1220 Property Taxes - Delinquent
1230 Allowance for Uncollectible Taxes
1240 Due from Other Governments
1290 Other Receivables, Net
1300 Inventories
1410 Prepayments
1490 Other Current Assets

Capital Assets:
1510 Land
1520 Buildings, Net
1530 Furniture and Equipment, Net
1580 Construction in Progress

1000 Total Assets

DEFERRED OUTFLOWS OF RESOURCES

1705 Deferred Outflow Related to TRS Pension
1706 Deferred Outflow Related to TRS OPEB

1700 Total Deferred Outflows of Resources

LIABILITIES

2110 Accounts Payable

2140 Interest Payable

2160 Accrued Wages Payable

2180 Due to Other Governments

2300 Unearned Revenue
Noncurrent Liabilities:

2501 Due Within One Year: Loans, Note, Leases, etc.

Due in More than One Year:

2502 Bonds, Notes, Loans, Leases, etc.
2511 Deferred Gain on Defeasance of Bonds
2540 Net Pension Liability (District's Share)
2545 Net OPEB Liability (District's Share)

2000 Total Liabilities

DEFERRED INFLOWS OF RESOURCES

2605 Deferred Inflow Related to TRS Pension
2606 Deferred Inflow Related to TRS OPEB

2600 Total Deferred Inflows of Resources
NET POSITION

3200 Net Investment in Capital Assets and Right-to-Use Lease Assets

Restricted:

3820 Restricted for Federal and State Programs
3850 Restricted for Debt Service
3900 Unrestricted

3000 Total Net Position

The notes to the financial statements are an integral part of this statement.
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$ 138,192,025
2,877,558
(128,217)
4,585,580

51,131

11,822

206,276

4,435

3,436,990
44,880,465
4,037,783
6,702,460

204,858,308

3,629,222
4,693,952

8,323,174

697,342
287,119
2,817,344
75,105
47,843

3,885,908

141,964,021
258,916
11,295,282
8,115,259

169,444,139

561,380
7,627,137

8,188,517

27,283,464

1,271,526
4,419,108
2,574,728

$ 35,548,826




MABANK INDEPENDENT SCHOOL DISTRICT

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED AUGUST 31, 2025

EXHIBIT B-1

Net (Expense)
Revenue and
Changes in Net

Data Program Revenues Position
Control ! 2 . . 8
Codes Operating Primary Gov.
Charges for Grants and Governmental
Expenses Services Contributions Activities
Primary Government:
GOVERNMENTAL ACTIVITIES:
11 Instruction $ 26,328,794 $ 47,571 § 2,147,434 $  (24,133,789)
12 Instructional Resources and Media Services 494,327 - 7,595 (486,732)
13 Curriculum and Instructional Staff Development 1,133,760 - 464,739 (669,021)
21 Instructional Leadership 363,992 - 5,789 (358,203)
23 School Leadership 2,522,813 - 45,245 (2,477,568)
31 Guidance, Counseling, and Evaluation Services 1,869,307 - 739,676 (1,129,631)
33 Health Services 884,798 - 291,640 (593,158)
34 Student (Pupil) Transportation 3,230,339 - 57,640 (3,172,699)
35  Food Services 3,271,752 182,596 2,952,371 (136,785)
36  Extracurricular Activities 2,872,627 638,629 603,829 (1,630,169)
41  General Administration 1,454,351 - 26,059 (1,428,292)
51 Facilities Maintenance and Operations 4,009,271 182,889 238,873 (3,587,509)
52 Security and Monitoring Services 736,618 - 99,650 (636,968)
53 Data Processing Services 977,040 - 17,646 (959,394)
61  Community Services 582,372 31,034 9,836 (541,502)
72 Debt Service - Interest on Long-Term Debt 4,316,780 - 504,740 (3,812,040)
73 Debt Service - Bond Issuance Cost and Fees 985,093 - - (985,093)
81  Capital Outlay 641,167 - 641,167 -
99  Other Intergovernmental Charges 511,305 - - (511,305)
[TP] TOTAL PRIMARY GOVERNMENT: $ 57,186,506 $ 1,082,719 $ 8,853,929 (47,249,858)
Data
Control  General Revenues:
Codes Taxes:
MT Property Taxes, Levied for General Purposes 18,163,513
DT Property Taxes, Levied for Debt Service 7,581,850
SF State Aid - Formula Grants 22,339,754
IE Investment Earnings 6,679,612
MI Miscellaneous Local and Intermediate Revenue 68,177
FR Transfers In (Out) 49,840
TR Total General Revenues & Transfers 54,882,746
CN Change in Net Position 7,632,888
NB  Net Position - Beginning as Previously Reported 29,227,952
PA  Restatement - New Accounting Standard (1,312,014)
Net Position - Beginning as Restated and Adjusted 27,915,938
NE  Net Position - Ending $ 35,548,826

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