LIMITED OFFERING MEMORANDUM

Dated June 25, 2001

NEW ISSUE - Book-Entry-Only

In the opinion of Bond Counsel, interest on the Certificates will be excludable from gross income for federal income tax
purposes under existing law, subject to the matters described under "Tax Excmption” herein, including the alternative minimum
tax on corporations.

THE CERTIFICATES WILL BE DESIGNATED AS "QUALIFIED TAX-EXEMPT OBLIGATIONS"
FOR FINANCIAL INSTITUTIONS

$2,400,000
LYNN COUNTY, TEXAS
CERTIFICATES OF OBLIGATION, SERIES 2001

Dated Date: June 15,2001 Due: February 15, as shown on inside cover

PAvMENT TERMS . . . Interest on the $2,400,000 Lynn County, Texas, Certificates of Obligation, Series 2001 (the "Certificates”)
will accrue from the date of delivery and will be payable February 15 and August 15 of each year commencing February 15,
2002. and will be calculated on the basis of a 360-day year consisting of twelve 30-day months. The definitive Certificates will
be initially registered and delivered only to Cede & Co., the nominee of The Depository Trust Company ("DTC") pursuant to the
Book-Entry-Only System described herein. Beneficial ownership of the Certificates may be acquired in denominations of
$5.000 or integral multiples thereof. No physical delivery of the Certificates will be made to the owners thereof. Principal
of. premium. if any, and interest on the Certificates will be payable by the Paying Agent/Registrar to Cede & Co., which will
make distribution of the amounts so paid to the participating members of DTC for subsequent payment to the beneficial owners
of the Certificates. See "The Certificates - Book-Entry-Only System" herein. The initial Paying Agent/Registrar is U.S. Trust
Company, Texas N.A_, Dallas, Texas (see "The Certificates - Paying Agent/Registrar”).

AUTHORITY FOR ISSUANCE . . . The Certificates are issued pursuant to the Constitution and general laws of the State of Texas,
(the "State") particularly Subchapter C of Chapter 271, Texas Local Government Code (the Certificate of Obligation Act of
1971), as amended, and constitute direct obligations of Lynn County. Texas (the "County"), payable from a continuing ad
valorem tax levied on all taxable property within the County, within the limits prescribed by law. as provided in the order
authorizing the Certificates (the "Order") (see "The Certificates - Authority for Issuance").

PURPOSE . . . Proceeds from the sale of the Certificates will be used for acquisition. renovation, improvement and equipping of a
building for use as a County Jail and for professional services associated thereto and for issuance of the Certificates.

SEE MATURITY SCHEDULE AND REDEMPTION PROVISIONS ON THE REVERSE OF THIS PAGE

LEGALITY . . . The Certificates are offered for delivery when, as and if issued and received by the initial purchaser and subject to
the approving opinion of the Attorney General of Texas and the opinion of Bickerstaff, Heath. Smiley, Pollan, Kever &
McDaniel, L.L.P., Bond Counsel. Austin, Texas (see Appendix C, "Form of Bond Counsel's Opinion™).

DELIVERY . . . It is expected that the Certificates will be available for delivery through The Depository Trust Company on or
about July 25, 2001.

FIRST SOUTHWEST COMPANY



MATURITY SCHEDULE

Maturity Price or Maturity Price or

Amount (February 15) Rate Yield Amount (February 15) Rate Yield
$ 65,000 2003 3.70% 3.70% $ 110,000 2012 5.00% 5.00%
70.000 2004 3.90% 3.90% 115,000 2013 5.10% 5.10%
70,000 2005 4.10% 4.10% 125,000 2014 5.20% 5.20%
75,000 2006 4.25% 4.25% 130.000 2015 5.30% 5.30%
80,000 2007 4.40% 4.40% 140,000 2016 5.40% 5.40%
85,000 2008 4.50% 4.50% 150.000 2017 5.50% 5.50%
90.000 2009 4.65% 4.65% 155,000 2018 5.60% 5.60%
100,000 2010 4.80% 4.80% 165,000 2019 5.65% 5.65%
105,000 2011 4.90% 4.90% 180.000 2020 5.70% 5.70%

$390,000 at 5.75% Term Certificate Due February 15, 2022 Priced to Yield 5.75%

(Accrued Interest from date of delivery)

OPTIONAL REDEMPTION . .. The County reserves the right. at its option. to redeem Certificates having stated maturities on and
after February 15, 2010, in whole or in part in principal amounts of $5.000 or any integral multiple thereof. on February 15,
2009. or any date thereafter. at the par value thereof plus accrued interest to the date of redemption (see "The Certificates -
Optional Redemption").

MANDATORY SINKING FUND REDEMPTION ... The Certificate maturing February 15, 2022 (the "Term Certificate") shall be

subject to mandatory redemption prior to maturity at the price of par plus accrued interest to the mandatory redemption date in
the principal amounts as follows:

Term Certificate due February 15,2022

Redemption Date Principal Amount
February 15,2021 $ 190.000
February 15,2022 200,000 *

* Maturity.



This Limited Offering Memorandum, which includes the cover page and the Appendices hereto, does 1ot constitute an offer to

sell or the solicitation of an offer to buy in any jurisdiction to any

or sale.

No dealer, broker, salesperson or other person has been authoriz
than those contained in this Limited Offering Memorandum, and,

must not be relied upon,

person to whom it is unlawful to make such offer, solicitation

ed to give information or to make any representation other
if given or made, such other information or representations

The information set Jorth herein has been obtained from the C. ounty and other sources believed to be reliable, bur such
information is not guaranteed as to accuracy or completeness and is not 1o be construed as the promise or guarantee of the

Undervriter. This Limited Offering Memorandum contains, in part,
statements of fact, and no representation is made as to the correc

realized.

vstimates and matters of opinion which are not intended as
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The information and expressions of opinion contained herein are subject 10 change without notice, and neither the delivery of

this Limited Offering Memorandum nor any sale made hereund,
there has been no change in the affairs of the County or other m

er shall, under any circumstances, create any implication that
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LIMITED OFFERING MEMORANDUM SUMMARY

This summary is subject in all respects to the more complete information and definitions contained or incorporated in this
Limited Offering Memorandum.  The offering of the Certiticates to potential investors is made only by means of this entire
Limited Offering Memorandum. No person is authorized to detach this summary from this Limited Offering Memorandum or to
otherwise use it without the entire Limited Offering Memoraniem.

THE COUNTY oo The County is a legal subdivision of the State. located in northwest Texas.  The County
covers approximately 891.9 square miles. The City of Tahoka is the County Scat.

THE CERTIFICATES ...t The Certificates are issued as $2.400.000 Certificates of Obligation, Series 2001, The
Certificates are issued as serial certificates maturing February 15. 2003 through February 15.
2020 and as a Term Certificate maturing February 15. 2022 (see "The Certificates -
Description of the Certiticates™).

PAYMENT OF INTEREST .............. Interest on the Certificat accrues from the date of delivery. and is payable February 15,
2002, and cach August 1. and February 15 thereafter until maturity or prior redemption (see
“The Certifcates - Deseription of the Certificates” and "The Certificates - Optional
Redemption™).

AUTHORITY FOR ISSUANCE ......... The Certificates are issued pursuant to the general laws of the State, including particularly
Subchapter C of Chapter 271, Texas Local Government Code (the Certificate of Obligation
Act of 1971). as amended. and an Order passed by the Commissioners Court of the County
(see “The Certificates - Ai thority tor Issuance™).

SECURITY FOR THE

CERTIFICATES Lo The Certificates constitute direct obligations of the County. payable from the levy and
collection of 4 direet and continuing ad valorem tax. within the limits preseribed by Taw. on
all taxable property located within the County (see "The Certificates - Security and Source of
Payment”).

QUALIFIED TAX-EXEMPT
OBLIGATIONS

The County will designate the Certificates as "Qualified Tax-Exempt Obligations” for

financial institutions (se¢ "Tax Matters - Qualified Tax-Exempt Obligations for Financial
Institutions™)

REDEMPTION ..o Ihe Counts reserses the right at its option. 1o redeem Certificates having stated maturities on
and after Februany 130 20100 in whole or in part in principal amounts of §$5.000 or any
integral muluple thereof. on February 15, 2009. or any date thereafter. at the par value thereof
plus accrued nterest to the date of redemption. Additionally. the Term Centificate is subject
1o mandatory redemption in part prior to maturity (see "The Certificates - Optional
Redemption” and "The Certificates - Mandatory Redemption™).

TAX EXEMPTION ... ... CIn the opinion of Bond Ceunscel the interest on the Certificates will be excludable from cross
income for federa! incam  tax purposes under existing law. subject to the matters deseribed
under the caption "lax Mutters™ herein. including the alternative minimum  we o
corporations

USE OF PROCEEDS .. ..o Proceeds from the sale of the Certificates will be used for acquisition. renovation.
improvement and cyuipping of 2 building for use as a County Jait and for professional
cervices associated thereto and for issuance of the Certificates.

RATINGS oiiiiieeie e A rating on the Certificates has not been requested.

BOOK-ENTRY-ONLY

SYSTEM Lo e defimtive Certiticates will be initially registered and deliv ered only to Cede & Co.. the
nomince of DTC pursuant to the Book-Entry-Only System described herein. Beneticial
ownership of the Certificates may he acquired in denominations of $5.000 or integral
multiples thercof. No physical delivery of the Certificates will be made to the beneficial
owners thereof, Principal of, premium. it any. and interest on the Certificates will be payable
by the Paying Agent/Registrar to Cede & Ce. which will make distribution of the amounts so
paid to the participating members of DTC for subsequent payment 10 the beneficial owners of
the Certificates (see "The Certificates - Book-Entry-Only System™) .
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PAYMENT RECORD

The County has never defaulted in payment of its general obligation tax debt.

SELECTED FINANCIAL INFORMATION

Ratio

G.0.
Fiscal Per Capita General Per Tax Debt
Year Estimated Taxable Taxable Obligation Capita to Taxable % of
Inded County Assessed Assessed (G.O) G.0. Tax Assessed Total Tax
12/31 Population'” Valuation Valuation Tax Deb Debt Valuation Collections
1997 6,758 $ 213,656,150 $ 31615 $ - $ - 0.00% 98.55%
1998 6,758 215,219,810 31,847 - - 0.00% 95.55%
1999 6,758 234,851,973 34,752 - - 0.00% 96.28%
2000 6,550 224,073,621 34,210 - - 0.00% 89.66%
2001 6.550 222,295,801 33,938 2,400,000 * 366 Y 1.08% P 65.73% O

EI') Source: County Officials.
(2) Projected; includes the Certificates.
(3) Partial collections January 1 through April 30, 2001.

GENERAL FUND CONSOLIDATED STATEMENT SUMMARY

Fiscal Year Ended December 31,

2000 1999 1998 1997 1996
FFund Balance, Beginning of Year $ 344758 $ 333833 $ 282921 $ 247,799 $ 265949
Total Revenues 1,523,636 1,365,807 1,269,111 1,169,778 1,179,421
I'otal Expenditures 1.393.012 1,354,882 1,240,949 1.159.656 1,222,146
Total Other Financing Sources (Uses) - - 22,750 25,000 24,575
Prior Period Adjustments (53,945) - - - -
Ending Balance $ 421,437 $ 344758 $ 333,833 $ 282,921 $ 247799

For additional information regarding the County, please contact:

Honorable J.F. Brandon

County Judge

Lynn County or
P.O. Box 1256

Tahoka, Texas 79373

Phone: (806) 998-4222

Fax: (806) 998-4277

Mr. Vince Viaille

Vice President

First Southwest Company
1001 Main Street, Suite 802
Lubbock, Texas 79401
Phone: (806) 749-3792
Fax: (806) 749-3793



COUNTY OFFICIALS, STAFF AND CONSULTANTS

ELECTED OFFICIALS

Length of Term
Commisstoners Court Service Expires

J.F. Brandon 18 Years December. 2002
County Judge

Don Morton 4 Years December, 2004
Commissioner. Precinet |

Mike Braddock 4 Years December. 2002
Commissioner, Precinet 2

Don Blair ['ook oftice 1-1-01 December, 2004
Commissioner, Precinet 3

J.T. Miller 16 Years December, 2002

Commissioner, Precinct 4

OTHER ELECTED OFFICIALS

l.ength of

Service to Term
Name Position County Expires
Susan Tipton County Clerk 4 Years December, 2002
Janet Porterfield County Treasurer 10 Years December, 2002
James Napper County Attorney 1 Year December, 2004
CONSULTANTS AND ADVISORS
AUAILOTS oo e Jim Kingery. CPA

Certified Public Accountant
L.ubbock, Texas

Bond Counsel ... e Bickerstatt, Heath. Smiley. Pollan, Kever & McDaniel, T.[..P.
Austin. Texas



LIMITED OFFERING MEMORANDUM
RELATING TO

$2,400,000
LYNN COUNTY, TEXAS
CERTIFICATES OF OBLIGATION, SERIES 2001

INTRODUCTION

I'his Limited Offering Memorandum, which includes the Appendices hereto. provides certain information regarding the issuance
ol $2.400.000 Lynn County, Texas, Certificates of Obligation, Series 2001, Capitalized terms used in this Limited Offering
Memorandum have the same meanings assigned to such terms in the Order to be adopted on the date of sale of the Certificates
which will authorize the issuance of the Certificates, except as otherwise indicated herein.

Ihere follows in this Limited Offering Memorandum descriptions of the Certificates and certain information regarding the
County and its finances. All descriptions of documents contained herein are only summaries and are qualified in their entirety by
reference to each such document. Copies of such documents may be obtained from the Underwriter.

DESCRIPTION OF THE COUNTY . .. The County was organized in 1903 and operates as specified under the Constitution of the State
of Texas and statutes which provide for a Commissioners Court consisting of the County Judge and four Commissioners. one from
cach of four geographical Commissioners Precincts. The County Judge is clected for a term of four years and the Commissioners for
four year staggered terms.  Other major County elective officers include the County Clerk and County Treasurer. The County
Auditor is appointed for a term of two years by and serves at the will of the District Judges whose courts are located in Lynn County.
The 2000 Census population for the County was 6,550. The County covers approximately 891.9 square miles. The City of
Tahoka is the County Seat.

THE CERTIFICATES

DESCRIPTION OF THE CERTIFICATES . .. The Certificates are dated June 15. 2001. and mature on February 15 in each of the
years and in the amounts shown on the inside cover page hereof. Interest will be computed on the basis of a 360-day year of
twelve 30-day months, and will be payable on February 15 and August 15, commencing February 15, 2002. The definitive
Certificates will be issued only in fully registered form in any integral multiple of $5.000 for any one maturity and will be
initially registered and delivered only to Cede & Co., the nominee of The Depository Trust Company ("DTC") pursuant to the
Book-Entry-Only System described herein. No physical delivery of the Certificates will be made to the owners thereof.

Principal of, premium, if any, and interest on the Certificates will be payable by the Paying Agent/Registrar to Cede & Co..
which will make distribution of the amounts so paid to the participating members of DTC for subsequent payment to the
heneficial owners of the Certificates. See "Book-Entry-Only System” herein.

AUTHORITY FOR ISSUANCE . . .The Certificates are being issued pursuant to the Constitution and general laws of the State of Texas.
particularly Subchapter C of Chapter 271, Texas Local Government Code (the Certificate of Obligation Act of 1971), as amended,
and an Order passed by the Commissioners Court.

SECURITY AND SOURCE OF PAYMENT . . . All taxable property within the County is subject to a continuing direct annual ad valorem
tax tevied by the County sufficient to provide for the payment of principal of and interest on all obligations payable in whole or in
part from ad valorem taxes, which tax must be levied within limits prescribed by law.

TAXRATE LIMITATION . . . Texas Constitution (Article VIII, Section 9) imposes a limit of $0.80 per $100 assessed valuation for all
purposes of General Fund, Permanent Improvement Fund, Road and Bridge Fund and Jury Fund, including debt service of bonds,
warrants or certificates of obligation issued against such funds. The Attorney General of Texas will not approve limited tax bonds in
an amount which produces debt service requirements exceeding that which can be paid from $0.40 of the foregoing $0.80 maximum
tax rate calculated at 90% collection. The Certificates are limited tax obligations payable from the constitutional tax rate.

OPTIONAL REDEMPTION . .. The County reserves the right, at its option, to redeem Certificates having stated maturities on and
after February 15. 2010, in whole or in part in principal amounts of $5.000 or any integral multiple thereof, on February 15,
2009. or any date thereafter, at the par value thereof plus accrued interest to the date of redemption. If less than all of the
Certificates are to be redeemed, the County may select the maturitics of Certificates to be redeemed. If less than all the
Certificates of any maturity are to be redeemed, the Paying Agent/Registrar (or DTC while the Certificates are in Book-Entry-
Only form) shall determine by lot the Certificates. or portions thereof, within such maturity to be redeemed. If a Certificate (or
any portion of the principal sum thercof) shall have been called for redemption and notice of such redemption shall have been
given, such Certificate (or the principal amount thereof to be redecemed) shall become due and payable on such redemption date
and interest thereon shall cease to accrue from and after the redemption date. provided funds for the payment of the redemption
price and accrued interest thereon are held by the Paying Agent/Registrar on the redemption date.
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MANDATORY REDEMPTION ... The Certificate maturing Pebruary 150 2022 (the "Term Certificate”) shall be subject to
mandatory redemption prior to maturity at the price of par plus accrued interest to the mandatory redemption date on the
respective dates and in principal amounts as follows:

Term Certificate due February 15,2022

Redemption Date Principal Amount
February 15,2021 $ 190.000
February 15,2022 200,000 *

* Maturity.

NOTICE OF REDEMPTION . . . Not less than 30 davs prior to a redemption date tor the Certificates. the County shall cause a notice
of redemption to be sent by United States mail. first class. postage prepaid. to the registered owners of the Certificates to be
redeemed. in whole or in part, at the address of the registered owner appearing on the registration books of the Paying
Agent/Registrar at the close of business on the business day next preceding the date of mailing such notice. ANY NOTICE SO
MAILED SHALL BE CONCLUSIVELY PRESUMED TO HAVE BEEN DULY GIVEN, WHETHER OR NOT THE
REGISTERED OWNER RECEIVES SUCH NOTICE. NOTICE HAVING BEEN SO GIVEN, THE CERTIFICATES CALLED
FOR REDEMPTION SHALL BECOME DUE AND PAYABLE ON THE SPECIFIED REDEMPTION DATE. AND
NOTWITHSTANDING THAT ANY CERTIFICATE OR PORTION THEREOF HAS NOT BEEN SURRENDERED FOR
PAYMENT, INTEREST ON SUCH CERTIFICATE OR PORTION THEREOF SHALL CEASE TO ACCRULE.

DEFEASANCE . . . The Order provides for the defeasance of the Certificates when the payment of the principal of and premium,
if any, on the Certificates, plus interest thercon to the due date thereof (whether such due date be by reason of maturity.
redemption, or otherwise). is provided by irrevocably depositing with a paying agent. in trust (1) money sufficient to muke such
payment or (2) Defeasance Securitics. certitied by an independent public accounting firm of national reputation to mature as to
principal and interest in such amounts and at such times o insure the availability. without reinvestment. of sufficient money to
make such payment. and all necessary and proper fees, compensation and expenses of the paying agent for the Certificates. The
Order provides that "Defeasance Securitics” means () direct. noncallable vbligations of the United States of America. including
obligations that are unconditionally guaranteed by the United States of America, (b) noncallable obligations of an agency or
instrumentality of the United States of America, including obligations that arc unconditionally guaranteed or insured by the
agency or instrumentality and that arc rated as to investment quality by a nationally recognized investment rating firm not less
than AAA or its equivalent, and (¢) noncallable obligations ol a state or an agency or a county, municipality. or other political
subdivision of a state that have been refunded and that are rated as to investment quality by a nationally recognized investment
rating firm not less than AAA or its equivalent. ‘The County has additienally reserved the right, subject to satistying the
requirements of (1) and (2) above. to substitute other Defeasance Securities for the Deteasance Securities originally deposited. to
reinvest the uninvested moneys on deposit for such defeasance and to withdraw tor the benefit of the County moneys in exeess
of the amount required for such defeasance.

Upon such deposit as described above. such Certificates shall no longer be regarded to be outstanding or unpaid. Provided.
however, the County has reserved the optior, to be exercised at the time of the defeasance of the Certificates. to call for
redemption, at an carlier date. those Certificates w hich have been defeased to their maturity date. if the County: (i} in the
proceedings providing tor the firm banking and financial arrangements, expressly reserves the right to call the Certiticates tor
redemption: (i) gives notice of the reservation of that tight to the owners of the Certiticates immediately following the making
of the firm banking and financial arrangements: and (i) directs that notice of the reservation be included in any redemption
notices that it authorizes.

BOOK-ENTRY-ONLY SYSTEM . .. This section describes how ownership of the Certificates are to be transterred and how the
principal of, premium, if any, and interest on the Certificates are to be paid to and credited by The Depository Trust Company
("DTC"). New York, New York. while the Certificates are registered in its nominee name.  The information in this section
concerning DTC and the Book-Entry-Only System has been provided by DTC for use in disclosure documents such as this
Limited Offering Memorandum. The County believes the soures of such information to be reliable, but takes no responsibility
for the accuracy or completeness thereof.

The County cannot and does not give any assurance that (1) DTC will distribute payments of debt service on the Certificates. or
redemption or other notices, to DTC Participants. (2) DTC Participants ot others will distribute debt service payments paid to
DTC or its nominee (as the registered owner of the Certificates), or redemption or other notices, to the Beneficial Owners. or that
they will do so on a timely basis, or (3) DTC will serve and act in the manner described in this Limited Offering Memorandum.

The current rules applicable to DTC are on file with the Securities and Exchange Commission, and the current procedures of
DTC to be followed in dealing with DTC Participants arc on file with DTC.



DTC will act as securities depository for the Certificates. The Certificates will be issued as fully-registered securities registered
in the name of Cede & Co. (DTC's partnership nominee). One fully-registered certificate will be issued for each maturity of the
Certificates in the aggregate principal amount of each such maturity and will be deposited with DTC.

DTC is a limited-purpose trust company organized under the New York Banking Law, a "banking organization" within the
meaning of the New York Banking Law, a member of the Federal Reserve System, a "clearing corporation” within the meaning
of the New York Uniform Commercial Code, and a "clearing agency” registered pursuant to the provisions of Section 17A of the
Sccurities Exchange Act of 1934, DTC holds securities that its participants ("Direct Participants™) deposit with DTC. DTC also
facilitates the settlement among Participants of securities transactions, such as transfers and pledges. in deposited securities
through electronic computerized book-entry changes in Participants' accounts, thereby eliminating the need for physical
movement of securities certificates. Direct Participants include securities brokers and dealers, banks, trust companies, clearing
corporations, and certain other organizations. DTC is owned by a number of its Direct Participants and by the New York Stock
Exchange, Inc., the American Stock Exchange, Inc., and the National Association of Securities Dealers, Inc. Access to the DTC
system is also available to others such as securities brokers and dealers. banks, and trust companies that clear through or
maintain a custodial relationship with a Direct Participant, either directly or indirectly ("Indirect Participants"). The Rules
applicable to DTC and its Participants are on file with the Securities and Exchange Commission.

Purchases of Certificates under the DTC system must be made by or through DTC Participants, which will receive a credit for
such purchases on DTC's records. The ownership interest of each actual purchaser of each Certificate ("Beneficial Owner") is in
turn to be recorded on the Direct or Indirect Participants' records. Beneficial Owners will not receive written confirmation from
DTC of their purchase, but Beneficial Owners are expected to receive written confirmations providing details of the transaction,
as well as periodic statements of their holdings, from the Direct or Indirect Participant through which the Beneficial Owner
entered into the transaction. Transfers of ownership interest in the Certificates are to be accomplished by entries made on the
books of Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing
their ownership interests in the Certificates, except in the event that use of the book-entry system described herein is
discontinued.

To facilitate subsequent transfers, all Certificates deposited by Direct Participants with DTC are registered in the name of DTC's
partnership nominee, Cede & Co. The deposit of Certificates with DTC and their registration in the name of Cede & Co. effect
no change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the Certificates; DTC's records
reflect only the identity of the Direct Participants to whose accounts such Certificates are credited, which may or may not be the
Beneficial Owners. The Participants will remain responsible for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to Indirect Participants,
and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by arrangements among them, subject
to any statutory or regulatory requirements as may be in effect from time to time.

Redemption notices shall be sent to Cede & Co. If less than all of the Certificates within an issuc are being redeemed. DTC's
practice is to determine by lot the amount of the interest of each Direct Participant in such issue to be redeemed.

Neither DTC nor Cede & Co. will consent or vote with respect to the Certificates. Under its usual procedures, DTC mails an
Omnibus Proxy to the County as soon as possible after the Record Date (hereinafter defined). The Omnibus Proxy assigns Cede
& Co.'s consenting or voting rights to those Direct Participants to whose accounts the Certificates are credited on the Record
Date (identified in a listing attached to the Omnibus Proxy).

Principal and interest payments on the Certificates will be made to DTC. DTC's practice is to credit Direct Participants' accounts
on each payable date in accordance with their respective holdings shown on DTC's records unless DTC has reason to believe that
it will not receive payment on such payable date. Payments by Participants to Beneficial Owners will be governed by standing
instructions and customary practices, as is the case with securities held for the accounts of customers in bearer form or registered
in "street name," and will be the responsibility of such Participant and not of DTC, the Paying Agent/Registrar or the County,
subject to any statutory or regulatory requirements as may be in effect from time to time. Payment of principal and interest to
DTC is the responsibility of the County, disbursement of such payments to Direct Participants shall be the responsibility of DTC.
and disbursement of such payments to the Beneficial Owners shall be the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as securities depository with respect to the Certificates at any time by giving
reasonable notice to the County. Under such circumstances, in the event that a successor securities depository is not obtained,
Certificates are required to be printed and delivered.

The County may decide to discontinue use of the system of book-entry transfers through DTC (or a successor securities
depository). In that event, Certificates will be printed and delivered.

Use of Certain Terms in Other Sections of this Limited Offering Memorandum. In reading this Limited Offering
Memorandum it should be understood that while the Certificates are in the Book-Entry-Only System, references in other sections
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of this Limited Offering Memorandum to registered owners should be read to include the person for which the Participant
acquires an interest in the Certificates, but (i) all rights of ownership must be exercised through DTC and the Book-Entry-Only
System, and (ii) except as described above, notices that are to be given to registered owners under the Order will be given only to
DTC.

Information concerning DTC and the Book-Entry-Only System has been obtained from DTC and is not guaranteed as to
accuracy or completeness by, and is not to be construed as a representation by the County or the Purchasers.

Effect of Termination of Book-Entry-Only System. In the cvent that the Book-Entry-Only System is discontinued by DTC or
the use of the Book-Entry-Only System is discontinued by the County, the following provisions will be applicable to the
Cerntificates. The Certificates may be exchanged for an equal aggregate principal amount of the Certificates in authorized
denominations and of the same maturity upon surrender thereof at the principal office for payment of the Paying
Agent/Registrar. The transfer of any Certificate may be registered on the books maintained by the Paying Agent/Registrar for
such purpose only upon the surrender of such Certificate to the Paying Agent/Registrar with a duly executed assignment in form
satisfactory to the Paying Agent/Registrar.  For cvery exchange or transfer of registration of Certificates, the Paying
Agent/Registrar and the County may make a charge sufficient to reimburse them for any tax or other governmental charge
required to be paid with respect to such exchange or registraiion of transfer. The County shall pay the fee. if any. charged by the
Paying Agent/Registrar for the transfer or exchange. The Paying Agent/Registrar will not be required to transfer or exchange
any Certificate after its selection for redemption. The County and the Paying Agent/Registrar may treat the person in whose
name a Certificate is registered as the absolute owner thercof for all purposes. whether such Certificate is overdue or not.
including for the purpose of receiving payment of. or on account of, the principal of. premium. if any, and interest on. such
Certificate.

PAYING AGENT/REGISTRAR . . . The initial Paying Agent'Registrar is U.S. Trust Company, Texas N.A., Dallas, Texas. In the
Order, the County retains the right to replace the Paying Agent/Registrar.  The County covenants to maintain and provide a
Paying Agent/Registrar at all times until the Certificates are duly paid and any successor Paying Agent/Registrar shall be a
commercial bank or trust company organized under the laws of the State of Texas or other entity duly qualified and legally
authorized to serve as and perform the duties and services of Paying Agent/Registrar for the Certificates. Upon any change in
the Paying Agent/Registrar for the Certificates. the County agrees to promptly cause a written notice thereof to be sent to each
registered owner of the Certificates by United States mail. tirst class. postage prepaid. which notice shall also give the address of
the new Paying Agent/Registrar.

TRANSFER, EXCHANGE AND REGISTRATION ...In the cvent the Book-Entry-Only System should be discontinued, the
Certificates may be transferred and exchanged on the registration books of the Paying Agent/Registrar only upon presentation
and surrender to the Paying Agent/Registrar and such transfer or exchange shall be without expense or service charge to the
registered owner, except for any tax or other governmental charges required to be paid with respect to such registration,
exchange and transfer. Certificates may be assigned by the execution of an assignment form on the respective Certificates or by
other instrument of transfer and assignment acceptable to the Paying Agent/Registrar. New Certificates will be delivered by the
Paying Agent/Registrar, in lieu of the Certificates being transferred or exchanged. at the designated office of the Paying
Agent/Registrar, or sent by United States mail, first class, postage prepaid, to the new registered owner or his designee. To the
extent possible, new Certificates issued in an exchange or transfer of Certificates will be delivered to the registered owner or
assignee of the registered owner in not more than three business days after the receipt of the Certificates to be canceled, and the
written instrument of transfer or request for exchange duly executed by the registered owner or his duly authorized agent, in
form satisfactory to the Paying Agent/Registrar. New Certificates registered and delivered in an exchange or transfer shall be in
any integral multiple of $5,000 for any one maturity and for a like aggregate principal amount as the Certificates surrendered for
exchange or transfer. See "Book-Entry-Only System" herein for a description of the system to be utilized initially in regard to
ownership and transferability of the Certificates. Neither the County nor the Paying Agent/Registrar shall be required to transfer
or exchange any Certificate called for redemption, in whole or in part, within 45 days of the date fixed for redemption: provided.
however, such limitation of transfer shall not be applicable 0 an exchange by the registered owner of the uncalled balance of a
Certificate.

RECORD DATE FOR INTEREST PAYMENT . . . The record date ("Record Date") for the interest payable on the Certificates on any
interest payment date means the close of business on the last business day of the preceding month.

In the event of a non-payment of interest on a scheduled peyment date. and for 30 days thereafter, a new record date for such
interest payment (a "Special Record Date”) will be established by the Paying Agent/Registrar, if and when tunds for the pavment
of such interest have been received from the County. Notice of the Special Record Date and of the scheduled payment date of
the past due interest ("Special Payment Date”, which shall be 15 days after the Special Record Date) shall be sent at least five
business days prior to the Special Record Date by United States mail. first class postage prepaid. to the address of each Holder of
a Certificate appearing on the registration books of the Paying Agent/Registrar at the close of business on the last business day
next preceding the date of mailing of such notice.



CERTIFICATEHOLDERS’ REMEDIES . . . The Order does not establish specific events of default with respect to the Certificates.
Under State law there is no right to the acceleration of maturity of the Certificates upon the failure of the County to observe any
covenant under the Order. Although a registered owner of Certificates could presumably obtain a judgment against the County
if' a default occurred in the payment of principal of or interest on any such Certificates, such judgment could not be satisfied by
exccution against any property of the County. Such registered owner’s only practical remedy, if a default occurs, is a mandamus
or mandatory injunction proceeding to compel the County to levy, assess and coltlect an annual ad valorem tax sufficient to pay
principal of and interest on the Certificates as it becomes due. The enforcement of any such remedy may be difficult and time
consuming and a registered owner could be required to enforce such remedy on a periodic basis. The Order does not provide
for the appointment of a trustee to represent the interests of the bondholders upon any failure of the County to perform in
accordance with the terms of the Order, or upon any other condition. Furthermore, the County is eligible to seek relicf from its
creditors under Chapter 9 of the U.S. Bankruptcy Code.  Although Chapter 9 provides for the recognition of a security interest
represented by a specifically pledged source of revenues, the pledge of taxes in support of a general obligation of a bankrupt
entity is not specifically recognized as a security interest under Chapter 9. Chapter 9 also includes an automatic stay provision
that would prohibit, without Bankruptcy Court approval, the prosecution of any other legal action by creditors or bondholders of
an entity which has sought protection under Chapter 9. Therefore, should the County avail itselt of Chapter 9 protection from
creditors, the ability to enforce would be subject to the approval of the Bankruptey Court (which could require that the action be
heard in Bankruptcy Court instead of other federal or state court); and the Bankruptey Code provides for broad discretionary
powers of a Bankruptcy Court in administering any proceeding brought before it. The opinion of Bond Counsel will note that all
opinions relative to the enforceability of the Order and the Certificates are qualified with respect to the customary rights of
debtors relative to their creditors.

USE OF CERTIFICATE PROCEEDS . . . Proceeds from the sale of the Certificates are expected to be expended as follows:

Certificates
Acquisition, Renovation, Improvement and Equipping
a building for use as a County Jail 2,400,000
Total $ 2,400,000

(1) Includes costs of issuance.

11



TAX INFORMATION

AD VALOREM TAX LAW . .. The appraisal of property within the County is the responsibility of the Lynn County Appraisal District
(the "Appraisal District”). Excluding agricultural and open-space land. which may be taxed on the basis of productive capacity. the
Appraisal District is required under the Property Tax Code to appraisc all property within the Appraisal District on the basis of 100%
of its market value and is prohibited from applying any assessment ratios. In determining market value of property, different methods
of appraisal may be used, including the cost method of appraisal, the income method of appraisal and market data comparison method of
appraisal, and the method considered most appropriate by the chief appraiser is to be used. State law further limits the appraised value of
a residence homestead for a tax year to an amount not to exceed the less of (1) the market value of the property. or (2) the sum of (a) 10%
of the appraised value of the property for the last year in which the property was appraised for taxation times the number of years since the
property was last appraised, plus (b) the appraised value of the property for the last year in which the property was appraised plus (c) the
market value of all new improvements to the property. The value placed upon property within the Appraisal District is subject to
review by an Appraisal Review Board. consisting of three members appointed by the Board of Directors of the Appraisal District.
The Appraisal District is required to review the value of property within the Appraisal District at least every three years. The County
may require annual review at its own expense. and is entitled to challenge the determination of appraised value of property within the
County by petition filed with the Appraisal Review Board.

Reference is made to the V.T.C.A.. Property Tax Code. for identification of property subject to taxation; property exempt or which
may be exempted from taxation, if claimed; the appraisal of property for ad valorem taxation purposes: and the procedures and
limitations applicable to the levy and collection of ad valorem axes.

Article VIII of the State Constitution ("Article VIII") and State law provide for certain exemptions from property taxes, the valuation
of agricultural and open-space lands at productivity valuc, and the exemption of certain personal property from ad valorem taxation.

Under Section 1-b, Article VIII, and State law, the governing body of a political subdivision, at its option, may grant: (1) An
exemption of not less than $3.000 of the market value of the residence homestead of persons 65 years of age or older and the
disabled from all ad valorem taxes thereafter levied by the political subdivision: and (2) An exemption of up to 20% of the market
value of residence homesteads. The minimum exemption under this provision is $5,000.

In the case of residence homestead exemptions granted under Section 1-b, Article VIII. ad valorem taxes may continue to be
levied against the value of homesteads exempted where ad valorem taxes have previously been pledged for the payment of debt
if cessation of the levy would impair the obligation of the contract by which the debt was created.

State law and Section 2, Article VIII, mandate an additional property tax exemption for disabled veterans or the surviving spouse or
children of a deceased veteran who died while on active duty in the armed forces; the exemption applies to either real or personal
property with the amount of assessed valuation exempted ranging from $5,000 to a maximum ot $12.000.

Article VIII provides that eligible owners of both agriculturw land (Section 1-d) and open-space land (Section 1-d-1), including
open-space land devoted to farm or ranch purposes or open-space land devoted to timber production, may elect to have such property
appraised for property taxation on the basis of its productive capacity. The same land may not be qualified under both Section 1-d
and 1-d-1.

Nonbusiness personal property, such as automobiles or light trucks. are exempt from ad valorem taxation unless the governing body
of a political subdivision elects to tax this property. Boats owned as nonbusiness property are exempt from ad valorem taxation.

Article VL, Section 1-j, provides for "freeport property” to be exempted from ad valorem taxation. Freeport property is defined as
goods detained in Texas for 175 days or less for the purpose of assembly. storage, manufacturing. processing or fabrication.
Decisions to continue to tax may be reversed in the future: decisions to exempt frecport property are not subject to reversal.

‘The County and the other taxing bodies within its territory may agree 1o jointly create tax increment financing zones, under which the
tax values on property in the zone are "frozen” at the value of the property at the time of creation of the zone. The County also may
enter into tax abatement agreements 1o encourage ¢conomic development.  Under the agreements, a property owner agrees to
construct certain improvements on its property. The County in turn agrees not to levy a tax on all or part of the increased value
attributable to the improvements until the expiration of the agreement. The abatement agreement could last for a period of up to 10
years.

EFFECTIVE TAX RATE AND ROLLBACK TaAX RATE ... By cach September 1 or as soon thereafter as practicable, the
Commissioners Court adopts a tax rate per $100 taxable value for the current year. The tax rate consists of two components: (1)
a rate for funding of maintenance and operation expenditures. and (2) a rate for debt service.



Under the Property Tax Code, the County must annually calculate and publicize its "effective tax rate” and "rollback tax rate".
The Commissioners Court may not adopt a tax rate that exceeds the prior year's levy until it has held a public hearing on the
proposed increase following notice to the taxpayers and otherwise complied with the Property Tax Code. If the adopted tax rate
exceeds the rollback tax rate the qualified voters of the County by petition may require that an election be held to determine
whether or not to reduce the tax rate adopted for the current year to the rollback tax rate.

"Effective tax rate” means the rate that will produce last year's total tax levy (adjusted) from this year's total taxable values
(adjusted). "Adjusted” means lost values are not included in the calculation of last year's taxes and new values are not included
in this year's taxable values.

"Rollback tax rate" means the rate that will produce last year's maintenance and operation tax levy (adjusted) from this year's
values (adjusted) multiplied by 1.08 plus a rate that will produce this year's debt service from this year's values (unadjusted)
divided by the anticipated tax collection rate.

The Property Tax Code provides that certain cities and counties in the State may submit a proposition to the voters to authorize
an additional one-half cent sales tax on retail sales of taxable items. If the additional tax is levied, the effective tax rate and the
rollback tax rate calculations are required to be offset by the revenue that will be generated by the sales tax in the current year.

Reference is made to the Property Tax Code for definitive requirements for the levy and collection of ad valorem taxes and the
calculation of the various defined tax rates.

PROPERTY ASSESSMENT AND TAX PAYMENT . . . Property within the County is generally assessed as of January 1 of each year.
Business inventory may, at the option of the taxpayer, be assessed as of September 1. Ol and gas reserves are assessed on the
basis of a valuation process which uses an average of the daily price of oil and gas for the prior year. Taxes become due October
1 of the same year, and become delinquent on February 1 of the following year. Taxpayers 65 years old or older are permitted
by State law to pay taxes on homesteads in four installments with the first due on February I of each year and the final
installment due on August 1.

PENALTIES AND INTEREST . . . Charges for penalty and interest on the unpaid balance of delinquent taxes are made as follows:

Cumulative Cumulative
Month Penalty Interest Total
February 6% 1% 7%
March 7 2 9
April 8 3 11
May 9 4 13
June 10 5 15
July 12 6 18

After July, penalty remains at 12%, and interest increases at the rate of 1% each month. In addition, if an account is delinquent
in July, a 15% attorney's collection fee is added to the total tax penalty and interest charge. Under certain circumstances, taxes
which become delinquent on the homestead of a taxpayer 65 years old or older incur a penalty of 8% per annum with no
additional penalties or intcrest assessed. In general, property subject to the County's lien may be sold, in whole or in parcels,
pursuant to court order to collect the amounts due. Federal law does not allow for the collection of penalty and interest against
an estate in bankruptcy. Federal bankruptcy law provides that an automatic stay of action by creditors and other entities,
including governmental units, goes into effect with the filing of any petition in bankruptcy. The automatic stay prevents
governmental units from foreclosing on property and prevents liens for post-petition taxes from attaching to property and
obtaining secured creditor status unless, in either case, an order lifting the stay is obtained from the bankruptcy court. In many
cases post-petition taxes are paid as an administrative expense of the estatc in bankruptcy or by order of the bankruptcy court.

COUNTY APPLICATION OF TAX CODE . .. The County grants an exemption to the market value of the residence homestead of
persons 63 years of age or older of $3,000; the disabled are also granted an exemption of $3,000.

The County has not granted an additional exemption of 20% of the market value of residence homesteads: minimum exemption
of $5.000.

See Table 1 for a listing of the amounts of the exemptions described above.
Ad valorem taxes are not levied by the County against the exempt value of residence homesteads for the payment of debt.

The County does not tax nonbusiness personal property: and the Lynn County Appraisal District collects taxes for the County.
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The County does not permit split payments, and discounts arc allowed.
The County does not tax freeport property.
The County does not collect the additional one-half cent sales tax for reduction of ad valorem taxes.

The County has not adopted a tax abatement policy.

TABLE 1 - VALUATION, EXEMPTIONS AND GENERAL OBLIGATION DEBT

2000 Market Valuation Established by Lynn County Appraisal District
(excluding totally exempt property)

Less Exemptions/Reductions at 100% Market Value:

Residence Homestead Exemptions (Over 65 or Disabled) $  1.496.970
Disabled Veteran Exemptions 274,500
Agriculture/Open Space Land Use Reductions 102.326,330
10% Residential Homestead Cap 57.400

$  326.451.101

104.155.200

2000 Taxable Assessed Valuation
General Obligation Debt Payable from Ad Valorem Taxes
General Obligation Debt (as of 4/30/01) $ -
The Certificates 2.400.000
General Obligation Debt Payable from Ad Valorem Taxes
General Obligation Interest and Sinking Fund as of 4/30/01
Ratio General Obligation Tax Debt to Taxable Assessed Valuation. . ... ............ ... . .. ..
2001 Estimated Population - 6,550

Per Capita Taxable Assessed Valuation - 33.938
Per Capita General Obligation Debt Payable from Ad Valorem Taxes - $366

$ 222295901

$  2.400.000

1.08%



TABLE 2 - TAXABLE ASSESSED VALUATIONS BY CATEGORY

Taxable Appraised Value for Fiscal Year Ended December 31,

2001 2000 1999

% of % of % of

Category Amount Total Amount Total Amount Total
Real. Residential Single Family $ 75,269,000 21.56% $ 74331930 2145% $ 72293516 20.75%
Real, Residential Multi-Family 99,780 0.03% 99,780 0.03% 594,470 0.17%
Real, Vacant Lots/Tracts 944,000 027% 998.100 0.29% 1,146,400 033%
Real, Acreage (Land Only) 195,291,050 55.94% 200,509,260 57.86% 200.386.000 57.52%
Real. Farm and Ranch Improvements 15,119,810 433% 8.363.570 241% 7,788,930 2.24%
Real. Commercial and Industrial 17,818,170 5.10% 17,509,200 5.05% 17,636,400 5.06%
Real. Oil, Gas and Other Minerals 4,094,180 1.17% 2,356,170 0.68% 4,002,640 1.15%
Real and Tangible Personal, Utilities 31,343,241 8.98% 33,017,681 9.53% 34,975,657 10.04%
Tangible Personal, Commercial and Industrial 7,801,510 223% 8,153,730 235% 8,130,770 2.33%
Tangible Personal, Mobile Homes 1,331,320 0.38% 1,214,600 0.35% 1,410,800 0.40%
Total Appraised Value Before Exemptions $ 349,112,061 100.00% $ 346,554,021 100.00% $ 348.365,583 100.00%

Less: Total Exemptions/Reductions
Taxable Assessed Value

(126,816,260)

§ 2227395801

(122.480,400)
T 2073621

Taxable Appraised Value for Fiscal Year Ended December 31,

1998 1997
% of % of
Category Amount Total Amount Total
Real, Residential Single Family $ 66,972,580 19.69% $ 65,908,130 19.47%
Real, Residential Multi-Family 547,270 0.16% 547,270 0.16%
Real, Vacant Lots/Tracts 1,114,380 0.33% 1,096,880 0.32%
Real, Acreage (Land Only) 142,408,530 41.86% 144,120,580 42.57%
Real, Farm and Ranch Improvements 64,731,570 19.03% 62,987,500 18.60%
Real, Commercial and Industrial 17,423,380 5.12% 17.445620 5.15%
Real, Oil. Gas and Other Minerals 5,611,300 1.65% 5234330 1.55%
Real and Tangible Personal, Utilities 32,366,400 9.51% 31,916,820 9.43%
Tangible Personal, Commercial and Industrial 8,123,100 2.39% 8,476,720 2.50%
Tangible Personal, Mobile Homes 879,440 0.26% 841,670 0.25%
Total Appraised Value Before Exemptions $ 340,177,950 100.00% % 338.575.520 100.00%
Less: Total Exemptions/Reductions (124,958,140) (124.919,370)
Taxable Assessed Value 215,219, §  213.656,150

(113,513,610)
§ 2348351973

_——

NOTE: Valuations shown are certified taxable assessed values reported by the Lynn County Appraisal District to the State
Comptroller of Public Accounts. Certified values are subject to change throughout the year as contested values are resolved and

the Appraisal District updates records.
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TABLE 3 - VALUATION AND GENERAL OBLIGATION DEBT HISTORY

G.0O. Ratio of
Fiscal Taxable Tax Debt G.0. Tax Debt G.0O. Tax
Year laxable Assessed Outstanding to Taxable Debt
Ended Estimated Assessed Valuation at End Assessed Per
12/31 Population“’ Valuation'”’ Per Capita of Year Valuation Capita
1997 6,758 $ 213,656,150 $ 31615 $ - 0.00% $ -
1998 6,758 215219810 31.847 - 0.00% -
1999 6,758 234,851,973 34,752 - 0.00% -
2000 6,550 224,073.621 34,210 - 0.00% -
2001 6,550 222.295.801 33,938 2.400.000 "V 1.08% Y 366

(1) Source: County Officials.

(2) As reported by the Lynn County Appraisal District ore County's annual State Property Tax Board Reports; subject to change
during the ensuing year.

(3) Projected; includes the Certificates.

TABLE4 - TAX RATE, LEVY AND COLLECTION HISTORY

Fiscal

Year Distribution

Ended Tax General Interest and % Current % Total
12/31 Rate Fund Sinking Fund Tax Levy Collections'”  Collections™
1997 $0.57349 $ 0.57349 $ - $ 1.225296 69.59% 98.55%
1998 0.59471 0.59471 - 1,223,791 67.67% 95.55%
1999 0.59471 0.59471 - 1,277,267 66.95% 96.28%
2000 0.64500 0.64500 - 1,353,345 57.44% 89.66%
2001 0.64500 0.64500 - 1,447,295 64.99% @ 65.73% @

(1) Collections as of Fiscal Year End. December 31.
(2) Collections for part vear only, January | through April 30, 2001.

TABLE 5 - TAX RATE DISTRIBUTION ANALYSIS

Tax Year

Constitutional Tax Rate 2000 1999 1998 1997 1996
General Fund $ 0.47362 $ 0.42871 $ 0.42871 $ 041643 $ 0.40603
Interest and Sinking Fund - - - - -

Total Constitutional Tax Rate $ 0.47362 $ 0.42871 $ 0.42871 $ 0.41643 $ 0.40603
Road and Bridge Tax Rate $ 015713 $ 0.15200 $ 0.15200 $ 0.14356 $ 0.14300
Jury Tax Rate $ 0.01425 $ 0.01400 $ 0.01400 $ 0.01350 $ 0.01002
Total Tax Rate $ 0.64500 $ 0.59471 $ 0.59471 $ 0.57349 $ 0.55905




TABLE 6 - TEN LARGEST TAXPAYERS

2000 % of Total
Taxable 2000 Taxable

Assessed Assessed

Name of Taxpayer Nature of Property Valuation Valuation
Southwestern Public Service Company Electric Utility $ 9.601,520 4.32%
Edwards, Willie Mae Ranch 8,135,730 3.66%
Lyntegar Electric Co-op Electric Utility 5.473.760 2.46%
Poka LLambro Rural Telephone Telephone Utility 4,258,530 1.91%
Mobil Este Pipeline Production Pipeline 2,530,820 1.14%
Poka Lambro PSC inc. Telephone Utility 2,525.000 1.14%
Mathers, Leila Y. Ranch/Farm 2,226,250 1.00%
Westar Transmission Company Gas Utility 1,908,150 0.86%
O'Donnell Farmers Co-op Cotton Gin 1,867,190 0.84%
Saleh, John Real Estate 1,753,160 0.79%
$ 40,280,110 18.11%

GENERAIL OBLIGATION DEBT LIMITATION . .. Article 722, VATCS, limits the amount of bonds that may be issued for certain
purposes as follows:

Courthouse Bonds - 2% of Assessed Valuation
Jail Bonds - 1 1/2% of Assessed Valuation
Courthouse and Jail Bonds - 3 1/2% of Assessed Valuation
Road and Bridge Bonds - 1 1/2% of Assessed Valuation

However, courthouse, jail and certain other types of bonds may be issued under the authority of Article 2370b, VATCS, which
removes the above limitations.

Article VIII. Section 9, of the Texas Constitution, imposes a limit of $0.80 per $100 Assessed Valuation for all constitutional
purposes, including the General Fund, Permanent Improvement Fund. Road and Bridge Fund and Jury Fund, and debt service of
bonds. certificates, warrants and certificates of obligation issued against such funds. Administratively. the Attorney General of the

State of Texas will permit allocation of $0.40 of the $0.80 constitutional tax rate for Limited Tax Bond debt service.

The Certificates are limited tax obligations payable from within the County's $0.80 constitutional tax rate.

TABLE 7 - TAX ADEQUACY

Average Annual Principal and Interest Requirements, 2003 —2022..........ccccocoiiiiiiiiiiiic s $ 197,906
$0.0938 Tax Rate at 95% Collection PrOAUCES ....o.viiiivie e $ 198,088
Maximum Principal and Interest Requirements, 2020 ... $ 207.555
$0.0983 Tax Rate at 95% ColleCtion ProdUCES .......o.ioviiiiie e $ 207.591



TABLE 8 - ESTIMATED CONSOLIDATED OVERLAPPING DEBT

Expenditures of the various taxing entitics within the territory of the County are paid out of ad valorem taxes levied by such
entities on properties within the County. Such entities are independent of the County and may incur borrowings to finance their
cxpenditures.  This statement of direct and estimated overlapping ad valorem tax bonds ("Tax Debt") was developed from
information contained in "Texas Municipal Reports” published by the Municipal Advisory Council of Texas and the Lynn
County Appraisal District. Except for the amounts relating to thc County, the County has not independently verified the
accuracy or completeness of such information. and no person should rely upon such information as being accurate or complete.
Furthermore, certain of the entities listed may have issued additional bonds since the date hereof, and such entities may have
programs requiring the issuance of substantial amounts of additional bonds. the amount of which cannot be determined. The
following table reflects the estimated share of overlapping Tax Debt of the County.

2000 County's Authorized
Taxable 2000 Total Estimated Overlapping But Unissued
Assessed Tax GO Tax %% G.O Tax Debt Debt As of
Governmental Subdivision Value Rate Debt Applicable As ot 4/30/01 4/30/01
Lynn County § 222205801 % 064500 § 2400000 10000% $ 2400000 % -
City of New Home 4,892,960 046727 - 100 00% - -
City of O'Donnell 13203.330 0 89000 - 100 00% - -
City of Tahoka 44 901,120 0 68500 1,650,000 100 00% 1,650,000 -
City of Wilson 8.0064.850 098799 56.000 100.00% 56.000 -
New Home ISD 34,854,930 1.43500 - 100.00% - -
O'Donnell ISD 56441984 1.46000 - 100 .00% -
Tahoka ISD 83,040,170 1.47500 - 100.00% - -
Wilson ISD 31,128.230 1 58000 440.000 100 00% 440.000 -
Lynn County Hospital District 223741974 025413 1.393.200 100 002 1393200 _
Total Direct and Consolidated Overlapping G.O. Tax Debt $ 5939200
Ratio ot Direct and Consolidated Overlapping G.O. Tax Debt to Taxable Assessed Valuation . . 267%
Per Capita Consolidated Overlapping G.O. Tax Debt . $ 907

(1) Includes the Certificates.



DEBT INFORMATION

TABLE 9 - GENERAL OBLIGATION DEBT SERVICE REQUIREMENTS

Fiscal

Year % of
Ended The Certificates "’ Principal
12/31 Principal Interest Total Retired
2002 $ - $ 130,804 $ 130,804

2003 65,000 122,718 187.718

2004 70,000 120,150 190.150

2005 70,000 117,350 187,350

2006 75,000 114,321 189,321 11.67%
2007 80,000 110,968 190,968

2008 85,000 107,295 192,295

2009 90,000 103,290 193,290

2010 100,000 98,798 198,798

2011 105,000 93,825 198,825 30.83%
2012 110,000 88,503 198,503

2013 115,000 82,820 197,820

2014 125,000 76,638 201,638

2015 130,000 69,943 199,943

2016 140,000 62,718 202,718 56.67%
2017 150,000 54,813 204,813

2018 155,000 46,348 201,348

2019 165,000 37,346 202,346

2020 180,000 27,555 207,555

2021 190,000 16,963 206,963 91.67%
2022 200,000 5,750 205,750 100.00%

$ 2,400,000 $ 1.688,916 $ 4,088.916

(1) Average life of the issue - 13.014 years. Interest on the Certificates has been calculated at the rates shown on the inside
cover hereof.

TABLE 10 INTEREST AND SINKING FUND BUDGET PROJECTION

Tax Supported Debt Service Requirements, Fiscal Year Ending 12-31-01 S .0
Interest and Sinking Fund, 12-31-01 $ -0-

Interest and Sinking Fund Tax Levy @ 95.00% Collection(1) 130.932

Estimated Investment Income 73.000 $
Estimated Balance, 12-31-02 $ 205932

(1) Based on 2000 Taxable Assessed Valuation and a Interest and Sinking Fund tax rate of $0.0620.

TABLE 11 - AUTHORIZED BUT UNISSUED GENERAL OBLIGATION BONDS

The County has no authorized but unissued general obligation bonds.

ANTICIPATED ISSUANCE OF GENERAL OBLIGATION DEBT . . . The County does not aaticipate the issuance of additional general
obligation debt within the next twelve months.
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TABLE 12 - OTHER OBLIGATIONS

The County has the following Notes and Capital Lease outstanding as of April 30, 2001:

Purpose Type of Obligation Original Balance Final Payment
Equipment Purchase Secured A 12.000 06/15/02
Equipment Purchase Secured 79.043 02/01/04
Equipment Purchase Secured 30,000 07/01/04
Equipment Purchase Secured 100.574 02/01/03
Equipment Purchase Secured 81.399 02/01/03
Equipment Purchase Secured 17.000 04/25/03
Equipment Purchase Secured 52.627 02/01/04
Equipment Purchase Sccured 110.259 02/01/04
Equipment Purchase Sccured 26.000 01/01/02
Equipment Purchase [Lease Purchase 197,000 04/01/05

PENSION Funp ... The County provides pension. disability and death benefits for all of its full-time employees through a
nontraditional, joint contributory, defined contribution plan in the state-wide Texas County and District Retirement System
(TCDRS). Under the state law governing TCDRS, the contribution rate of the County is a fixed percent equal to the contribution rate
payable by the employee member, which is 5% as adopted by the governing body of the County. This rate is not actuarially
determined and is one of the rates that can be adepted in accordance with the TCDRS Act. However, the plan of benefits adopted by
the employer at the time of plan inception and when benefit increases are adopted is limited by statute to what the actuary determines
can be adequately financed by the commitment ot the employer to contribute the same amount as the employee. The statute specifies
that the actuary's determination is based on a maximum period for amortizing the unfunded pension benefit obligation of 30 years.
(For more detailed information concerning the retirement pian, see Appendix B, "Excerpts from the County’s Annual Financial
Report” - Note # 3.)



FINANCIAL INFORMATION

TABLE 13 - GENERAL FUND REVENUES AND EXPENDITURE HISTORY

Fiscal Year Ended December 31,

Revenues: 2000 1999 1998 1997 1996
Property Tax $ 1,080,069 $§ 970839 § 938,853 § 887,965 §  870.467
Local Sales Tax 13,512 17,928 8,814 16,201 9,815
Licenses, Permits & Other Taxes 11,743 13.360 14,033 12,866 12.585
Intergovernmental Revenues 25,000 25,000 20,500 20,500 20.500
Fee Collections 304,629 280,276 223,031 180,613 178,934
Other Fees 3,850 17,682 222 6,768 -
Interest Earned 42,629 29.962 24,490 24,950 13,991
Other Revenues 42,204 10,760 39,168 19,915 73,129

Total Revenues $ 1,523,636 $ 1365807 $ 1269111 $ 1,169,778 § 1.179421
Expenditures:
Financial Administration $ 148,515  § 124,532 $ 122,738  $ 120,117  § 113,789
Judicial & Legal 217,536 209,403 190,472 177,480 166,111
General County Buildings 131,066 106,230 105,340 81,558 115,139
Central Administration 123,803 121,347 119,673 109,102 138.786
Libraries 6,868 6,796 5,003 5,721 5,230
Social Services - Public Welfare 29,171 28.142 24,589 18,308 22,729
Social Services - Health 5,625 5,725 12,875 11,875 14.061
Public Safety - Police 353,028 361.572 349,499 324.850 342117
Public Safety - Correction 194,609 197.507 133,849 114,716 116,963
Public Safety - Fire 8,625 8.625 8,625 8,625 8.761
Environment - Sanitation 45,360 48.839 43210 39805 39,628
Environment - Natural Resources 52,967 55,481 55,415 48,404 50,343
Miscellaneous 25,107 22,975 17,966 31,369 24,951
Capital Outlay 50,732 57,708 51,695 67,726 63.538

Total Expenditures $ 1,393,012 $ 1,354,882 $ 1240949 $ 1,159,656 $ 1222146
Excess (Deficiency) of Revenues

Over (Under) Expenditures $ 130,624 § 10.925 $ 28,162 $ 10,122 § (42.725)
Other Financing Sources (Uses)

Transfers from Other Funds $ - $ - $ 14,000 $ 25,000 % 24,575

Sale of Assets - - 8,750 - -

Total Other Financing sources (Uses) $ - $ - $ 22,750 $ 25,000 $ 24,575

Excess (Deficiency) of Revenues Over

Ixpenditures & Other Financing Sources (Uses)  $ 130,624  § 10,925 $ 50912 % 35,122 § (18.150)
Fund Balance, Beginning of Year $ 344758 $ 333833 § 282921 $§ 247,799 $§ 265949
Prior Period Adjustments $ (53945) § - $ - $ - $ -
Fund Balance, End of Year $ 421,437 $ 344,758 $ 333,833 $ 282,921 $ 247,799
FINANCIAL POLICIES
Rasis_of Accounting . . .All governmental funds are accounted for using the modified accrual basis of accounting. Their

revenues are recognized when they become measurable and available, and expenditures are recognized when the fund liability is
incurred, if measurable, except for unmatured interest on General Long-Term Debt, which is recognized when due.

General Fund . . 'The General Fund that accounts for all financial resources except those required to be accounted for in another
group.

Special Revenue Funds . . ' The Special Revenue Funds that account for revenues derived from specific taxes or other earmarked
revenue Sources.

Budgetary Procedures . . .The official budget is prepared for adoption for all Governmental Fund Types. The budget is formally
adopted by the County Commissioners at a duly advertised public meeting prior to the expenditure of funds.
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INVESTMENTS

The County invests its investable funds in investments authorized by Texas law in accordance with investment policies approved by
the Commissioners Court of the County. Both state law and the County’s investment policies are subject to change.

LEGAL INVESTMENTS . . . Under Texas law, the County is authorized to invest in (1) obligations of the United States or its agencies
and instrumentalities, (2) direct obligations of the State of Texas or its agencies and instrumentalities. (3) collateralized mortgage
obligations directly issued by a federal agency or instrumentality of the United States, the underlying security for which is guaranteed
by an agency or instrumentality of the United States, (4) other obligations, the principal of and interest on which are unconditionally
guaranteed or insured by. or backed by the full faith and credit of, the State of Texas or the United States or their respective agencies
and instrumentalities, (3) obligations of states, agencies. counties. cities, and other political subdivisions of any state rated as to
investment quality by a nationally recognized investment rating firm not less than A or its equivalent, (6) certificates of deposit that
are guaranteed or insured by the Federal Deposit Insurance Corporation or are secured as to principal by obligations described in the
preceding clauses or in any other manner and amount provided by law for County deposits, (7) certificates of deposit and share
certificates issued by a state or federal credit union domiciled in the State of Texas that are guaranteed or insured by the Federal
Deposit Insurance Corporation or the National Credit Union Share Insurance Fund. or are secured as to principal by obligations
described in the clauses (1) through (5) or in any other manner and amount provided by law for County deposits. (8) fully
collateralized repurchase agreements that have a defined termination date, are fully secured by obligations described in clause (1),
and are placed through a primary government securities dealer or a financial institution doing business in the State of Texas. (9)
bankers’ acceptances with the remaining term of 270 days or less. if the short-term obligations of the accepting bank or its parent are
rated at least A-1 or P-1 or the equivalent by at least one nationally recognized credit rating agency. (10) commercial paper that is
rated at least A-1 or P-1 or the equivalent by cither (a) two nationally recognized credit rating agencies or (b) one nationally
recognized credit rating agency if the paper is fully secured by an irrevocable letter of credit issued by a U.S. or state bank. (11) no-
load money market mutual funds regulated by the Securities and Exchange Commission that have a dollar weighted average
portfolio maturity of 90 days or less and include in their investment objectives the maintenance of a stable net asset value of $1 for
cach share, (12) no-load mutual funds registered with the Securities and Exchange Commission that: have an average weighted
maturity of less than two years; invests exclusively in obligations described in the preceding clauses; and are continuously rated as to
investment quality by at least one nationally recognized investment rating firm of not less than AAA or its equivalent. (13) bonds
issued, assumed. or guaranteed by the State of Isracl. and (14) guaranteed investment contracts secured by obligations of the
United States of America or its agencies and instrumentalities. other than the prohibited obligations described in the next
succeeding paragraph.

The County may invest in such obligations directly or through government investment pools that invest solely in such obligations
provided that the pools are rated no lower than AAA or AAA-m or an equivalent by at least one nationally recognized rating service.
The County is specifically prohibited from investing in: (1: ohiigations whose payment represents the coupon payments on the
outstanding principal batance of the underlying mortgage-backee security « iateral and pays no principal; (2) obligations whose
payment represents the principal stream of cash flow fron the underlying mortgage-backed security and bears no interest; (3)
collateralized mortgage obligations that have a stated final maturity of greater than 10 years: and (4) collateralized mortgage
obligations the interest rate of which is determined by an index that adjusts opposite to the changes in a market index.

INVESTMENT POLICIES . . . Under Texas law. the County 1s required to invest its funds under written investment policies that
primarily emphasize safety of principal and liquidity; that address investment diversification. yield. maturity, and the quality and
capability of investment management; and that includes a list of authorized investments for County funds, maximum allowable stated
maturity of any individual investment and the maximum average dollar-weighted maturity allowed for pooled fund groups.  All
County funds must be invested consistent with a formally acopted "Investment Strategy Statement” that specifically addresses cach
funds’ investment. Each Investment Strategy Statement will describe its objectives concerning: (1) suitability of investment type, (2)
preservation and safety of principal, (3) liquidity. (4) markeiability of cach investment. (5) diversification of the portfolio, and (6)
vield.

Under Texas faw. County investments must be made "with judgment and care, under prevailing circumstances, that a person of
prudence, discretion, and intelligence would exercise in the management of the person’s own aftairs, not for speculation, but for
investment, considering the probable safety of capital and the probable income to be derived.” At least quarterly the investment
officers of the County shall submit an investment report detailing: (1) the investment position of the County, (2) that all investment
officers jointly prepared and signed the report. (3) the beginning market value, any additions and changes to market value and the
ending value of each pooled fund group, (4) the book value and market value of cach separately listed asset at the beginning and end
of the reporting period. (5) the maturity date of cach separately invested asset, (6) the account or fund or pooled fund group for which
cach individual investment was acquired, and (7) the compliance of the investment portfolio as it refates to: (a) adopted investment
strategy statements and (b) state law. No person may invest County funds without express written authority from the Commissioners
Court.

ADDITIONAL PROVISIONS . . . Under Texas law the County is additionally required to: (1) annually review its adopted policies and

strategies; (2) require any investment officers’ with personal business relationships or relatives with firms seeking to sell sccurities to

the entity to disclose the relationship and file a statement with the Texas Ethics Commission and the Commissioners Court: (3)
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require the registered principal of firms seeking to sell securities to the County to: (a) receive and review the County’s investment
policy, (b) acknowledge that reasonable controls and procedures have been implemented to preclude imprudent investment activities,
and (c) dcliver a written statement attesting to these requirements; (4) perform an annual audit of the management controls on
investments and adherence to the County’s investment policy; (5) provide specific investment training for the Treasurer. Chief
Financial Officer and investment officers; (6) restrict reverse repurchase agreements to not more than 90 days and restrict the
investment of reverse repurchase agreement funds to no greater than the term of the reverse repurchase agreement: (7) restrict its
investment in mutual funds in the aggregate to no more than 15 percent of its monthly average fund balance, excluding bond
procecds and reserves and other funds held for debt service, and to invest no portion of bond proceeds, reserves and funds held
for debt service, in mutual funds; and (8) require local government investment pools to conform to the new disclosure, rating, net
assct value, yield calculation, and advisory board requirements.

TABLE 14 - CURRENT INVESTMENTS

As 01 4-30-01, the County’s investable funds were invested in the following categories:

Purchase
Investments Price Maturity
Certificates of Deposit $ 1,192,884 06/01 to 09/01
Total $ 1,192,884

As of such date, 100.00% of the County’s investments will mature within five months.
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TAX MATTERS

TaX EXEMPTION . .. The delivery of the Certificates is subject to the opinion of Bond Counsel to the effect that interest on the
Certificates for federal income tax purposes (1) will be excludable from gross income, as defined in section 61 of the Internal
Revenue Code of 1986, as amended to the date of such opinion (the "Code"). pursuant to section 103 of the Code and existing
regulations, published rulings. and court decisions. and (2) will not be included in computing the alternative minimum taxable
income of the owners thereof who are individuals or. except as hereinafter described. corporations. A form of Bond Counsel's
opinion is reproduced as Appendix C. The statute. regulations. rulings, and court decisions on which such opinion is based are
subject to change.

Interest on all tax-exempt obligations, including the Certificates. owned by a corporation will be included in such corporation's
adjusted current earnings for tax years beginning after 1989. for purposes of calculating the alternative minimum taxable income
of such corporation, other than an S corporation. a qualified mutual fund, a real estate investment trust. a real cstate mortgage
investment conduit, or a financial asset securitization investment trust (FASIT). A corporation's alternative minimum taxable
income is the basis on which the alternative minimum tax imposed by Section 55 of the Code will be computed.

In rendering the foregoing opinions, Bond Counsel will rely upen representations and certifications of the County made in a
certificate dated the date of delivery of the Certificates pertaining to the use. expenditure, and investment of the proceeds of the
Certificates and will assume continuing compliance by the County with the provisions of the Order subsequent to the issuance of
the Certificates. The Order contains covenants by the County with respect to, among other matters, the use of the proceeds of
the Certificates and the facilities financed therewith by persons other than state or local governmental units, the manner in which
the proceeds of the Certificates arce to be invested. and the reporting of certain information to the United States Treasury. Failure
to comply with any of these covenants would cause interest on the Certificates to be includable in the gross income of the owners
thereof from date of the issuance of the Certificates.

Bond Counsel’s opinion is not a guarantee of a result. but represents its legal judgment based upon its review of existing statutes,
regulations, published rulings and court decisions and the representations and covenants of the County described above. No
ruling has been sought from the Internal Revenue Service (the "Service”) with respect to the matters addressed in the opinion of
Bond Counsel, and Bond Counscl’s opinion is not binding «n the Service. The Service has an ongoing program of auditing the
tax-exempt status of the interest on tax-exempt obligations. [If an audit of the Certificates is commenced. under current
procedures the Service is likely to treat the County as the "taxpayer, " and the Owners would have no right to participate in the
audit process. In responding to or defending an audit of the tax-cxempt status of the interest on the Certificates, the County may
have different or conflicting interests from the Owners. Putiic a-vareness of v future audit of the Certificates could adversely
affect the value and liquidity of the Centificates during the pendency of the audit. regardless of its ultimate outcome.

Except as described above. Bond Counsel expresses no cther opinion with respect to any other federal. state or local tax
consequences under present law, or proposed legislation. resulting from the receipt or accrual of interest on. or the acquisition or
disposition of, the Certificates. Prospective purchasers of the Certificates should be aware that the ownership of tax-exempt
obligations such as the Certificates may result in collateral federal tax consequences to. among others, financial institutions, life
insurance companies, property and casualty insurance companies, certain foreign corporations doing business in the United
States. S corporations with subchapter C earnings and profits. individual recipients of Social Security or Railroad Retirement
benefits, individuals otherwise qualifying for the earned income tax credit. owners of an interest in a FASIT, and taxpayers who
may be deemed to have incurred or continued indebtedness to purchase or carry, or who have paid or incurred certain expenses
allocable to. tax-exempt obligations. Prospective purchasers should consult their own tax advisors as to the applicability of these
consequences to their particular circumstances.

QUALIFIED TAX-EXEMPT OBLIGATIONS FOR FINANCIAL INSTITUTIONS . . . Section 265 of the Code provides. in general. that
interest expense to acquire or carry tax-exempt obligations is not deductible from the gross income of the owner of such
obligations. In addition, section 265 of the Code completely disallows any deduction for interest expense which is incurred by
“financial institutions” described in such section and is allocable, as computed in such section, to tax-exempt interest on
obligations acquired after August 7. 1986, Section 265(b) »f the Code provides an cxception to this rule for interest expense
allocable to tax-exempt obligations (other than private activ v bonds) which are designated by an issuer. such as the County. as
"qualified tax-exempt obligations.”  An issuer may desigrate obligations as "qualified tax-exempt obligations” only if the
amount of the issuc of which they are a part. when added t the amount of all other tax-exempt obligations (other than private
activity bonds) issued or reasonably anticipated to be issved by the issuer during the same calendar year, does not exceed

$10.000.000.

The County has designated the Certificates as 'qualified tax-exempt obligations” and certified its expectation that the above-
described $10,000.000 ceiling will not be exceeded. Accordingly. it 15 anticipated that financial institutions which purchase the
Certificates will not be subject to the one-hundred percent (100%) disallowarce of interest expense allocable to interest on the
Certificates under Section 265(b) of the Code. However. twenty percent (20%) of the interest expense incurred by a financial
institution which is allocable to the interest on the Certificates wiil not be deductible pursuant to section 291 of the Code.
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TAX ACCOUNTING TREATMENT OF DISCOUNT AND PREMIUM ON CERTAIN CERTIFICATES . . . The initial public offering price of
certain Certificates (the "Discount Certificates”) may be less than the amount payable on such Certificates at maturity. An
amount cqual to the difference between the initial public offering price of a Discount Certificate (assuming that a sub;.tantial
amount of the Discount Certificates of that maturity are sold to the public at such price) and the amount payable at maturity
constitutes original issue discount to the initial purchaser of such Discount Certificate. A portion of such original issue discount
allocable to the holding period of such Discount Certificate by the initial purchaser will, upon the disposition of such Discount
Certilicate (including by reason of its payment at maturity), be treated as interest excludable from gross income, rather than as
taxable gain, for federal income tax purposes, on the same terms and conditions as those for other interest on the Certificates
described above under "Tax Exemption." Such interest is considered to be accrued actuarially in accordance with the constant
interest method over the life of a Discount Certificate, taking into account the semiannual compounding of accrued interest, at
the yicld to maturity on such Discount Certificate and generally will be allocated to an original purchaser in a different amount
from the amount of the payment denominated as interest actually received by the original purchaser during the tax year.

However, such interest may be required to be taken into account in determining the alternative minimum taxable income of a
corporation, for purposes of calculating a corporation's alternative minimum tax imposed by Section 55 of the Code, and the
amount of the branch profits tax applicable to certain foreign corporations doing business in the United States, even though there
will not be a corresponding cash payment. In addition, the accrual of such interest may result in certain other collateral federal
income tax consequences to, among others, financial institutions, life insurance companies, property and casualty insurance
companies, S corporations with "subchapter C" earnings and profits, individual recipients of Social Security or Railroad
Retirement benefits, individuals otherwise qualifying for earned income tax credit, owners of an interest in a FASIT, and
taxpayers who may be deemed to have incurred or continued indebtedness to purchase or carry, or who have paid or incurred
certain expenses allocable to, tax-exempt obligations. Moreover, in the event of the redemption, sale or other taxable disposition
of'a Discount Certificate by the initial owner prior to maturity, the amount realized by such owner in excess of the basis of such
Discount Certificate in the hands of such owner (adjusted upward by the portion of the original issue discount allocable to the
period for which such Discount Certificate was held) is includable in gross income.

Owners of Discount Certificates should consult with their own tax advisors with respect to the determination of accrued original
issue discount on Discount Certificates for federal income tax purposes and with respect to the state and local tax consequences
of owning and disposing of Discount Certificates. It is possible that, under applicable provisions governing determination of
state and local income taxes, accrued interest on Discount Certificates may be deemed to be received in the year of accrual even
though there will not be a corresponding cash payment.

The initial public offering price of certain Certificates (the "Premium Certificates”) may be greater than the amount payable on
such Certificates at maturity. An amount equal to the difference between the initial public offering price of a Premium
Certificate (assuming that a substantial amount of the Premium Certificates of that maturity are sold to the public at such price)
and the amount payable at maturity constitutes premium to the initial purchaser of such Premium Certificates. The basis for
federal income tax purposes of a Premium Certificate in the hands of such initial purchaser must be reduced each year by the
amortizable bond premium, although no federal income tax deduction is allowed as a result of such reduction in basis for
amortizable bond premium. Such reduction in basis will increase the amount of any gain (or decrease the amount of any loss) to
be recognized for federal income tax purposes upon a sale or other taxable disposition of a Premium Certificate. The amount of
premium which is amortizable each year by an initial purchaser is determined by using such purchaser's yield to maturity.

Purchasers of the Premium Certificates should consult with their own tax advisors with respect to the determination of

amortizable bond premium on Premium Certificates for federal income tax purposes and with respect to the state and local tax
consequences of owning and disposing of Premium Certificates.
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OTHER INFORMATION
RATINGS
A rating on the Certificates has not been requested from Moody's, S&P. or Fitch.
LITIGATION

[t is the opinion of the County Attorney and County Staft that there is no pending litigation against the County that would have a
material adverse financial impact upon the County or its operations.

REGISTRATION AND QUALIFICATION OF CERTIFICATES FOR SALE

The sale of the Certificates has not been registered under the Federal Securities Act of 1933, as amended. in reliance upon the
exemption provided therecunder by Section 3(a)(2): and the Certificates have not been qualified under the Securities Act of Texas
in reliance upon various exemptions contained therein: nor have the Certificates been qualified under the securities acts of any
jurisdiction. The County assumes no responsibility for qualification of the Certificates under the securities laws of any
jurisdiction in which the Certificates may be sold, assigned. pledged, hypothecated or otherwise transferred. This disclaimer of
responsibility for qualification for sale or other disposition of the Certificates shall not be construed as an interpretation of any
kind with regard to the availability of any exemption from securitics registration provisions.

LEGAL INVESTMENTS AND ELIGIBILITY TO SECURE PUBLIC FUNDS IN TEXAS

Section 1201.041 of the Public Security Procedures Act (Chapter 1201, Texas Government Code) provides that the Certificates
are negotiable instruments governed by Chapter 8. Texas Business and Commerce Code, and are legal and authorized
investments for insurance companies, fiduciarics, and trustees, and for the sinking funds of municipalities or other political
subdivisions or public agencies of the State of Texas. With respect to investment in the Certiticates by municipalities or other
political subdivisions or public agencies of the State of Texas. the Public Funds Investment Act. Chapter 2256, Texas
Government Code, requires that the Certificates be assigned a rating of "A"” or its equivalent as to investment quality by a
national rating agency. See "OTHER INFORMATION - Ratings” herein. In addition, various provisions of the Texas Finance
Code provide that, subject to a prudent investor standard. the Certificates are legal investments for state banks, savings banks,
trust companies with at least capital of one million dollars or more, and savings and loan associations. The Certificates are
eligible to secure deposits of any public funds of the State, its agencies, and its political subdivisions, and are legal security for
those deposits to the extent of their market value. No review by the County has been made of the laws in other states to
determine whether the Certiticates are legal investments for various institution- in those states.

LEGAL OPINIONS AND NO-LITIGATION CERTIFICATE

The County will furnish a complete transcript of proceedings had incident to the authorization and issuance of the Certificates,
including the unqualified approving legal opinion of the Attorney General of Texas approving the Initial Certificate and to the
effect that the Certificates arc valid and legally binding obligations of the County, and based upon examination of such transcript
of proceedings, the approving legal opinion of Bond Counsel, to like effect and to the effect that the interest on the Certificates
will be excludable trom gross mcome for federal income tax purposes under Section 103(a) of the Code, subject to the matters
described under "Tax Matters™ herein. including the alternative minimum tax on corporations.  The customary closing papers,
including a certificate to the effect that no litigation of any nature has been filed or is then pending to restrain the issuance and
delivery of the Certificates. or whick would affect the provision made for their payment or security. or in any manner
questioning the validity of said Certificates will also he furnished. Bond Counsel was not requested to participate. and did not
take part, in the preparation of the Limited Offering Memorandum, and such firm has not assumed any responsibility with
respect thereto or undertaken mdependently to verify any of the information contained therein. except that. in its capacity as
Bond Counsel. such firm has reviewed the information describing the Certificates in the Limited Offering Memorandum to
vertfy that such description conforms to the provisions of the Order. The legal fee to be paid Bond Counsel for services rendered
in connection with the issuance of the Certificates is contingent on the sale and delivery of the Certificates. The legal opinion
will accompany the Certificates deposited with DTC or will be printed on the Certificates in the event of the discontinuance of
the Book-Entry-Only System.

AUTHENTICITY OF FINANCIAL DATA AND OTHER INFORMATION

The financial data and other information contained herein have been obtained from County records, audited financial statements
and other sources which are believed to be reliable. There is no guarantee that any of the assumptions or estimates contained
hercin will be realized. All of the summaries of the statutes, documents and resolutions contained in this Limited Offering
Memorandum are made subject to all of the provisions of such statutes, documents and resolutions.  These summaries do not
purport to be complete statements of such provisions and reference is made 1o such documents for further information.
Reference is made to original documents in all respects.
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CONTINUING DISCLOSURE OF INFORMATION

The offering of the Certificates qualifies for the Rule 15¢2-12(d)(2) exemption from Rule 15¢2-12(b)(5) regarding the County’s
continuing disclosure obligations because the County has not issued more than $10,000,000 in aggregate amount of outstanding
bonds and no person is committed by contract or other arrangement with respect to payment of the Certificates. Pursuant to the
exemption, the County in the Order has made the following agreement for the benefit of the holders and beneficial owners of the
Certificates. The County is required to observe the agreement for so long as it remains obligated to advance funds to pay the
Certificates. Under the agreement, the County will be obligated to provide certain updated financial information and operating
data annually, and timely notice of specified material events, to certain information vendors. This information will be available
to securities brokers and others who subscribe to receive the information from the vendors.

ANNUAL REPORTS . . . The County will provide certain financial information and operating data which is customarily prepared
by the County and is publicly available to any person upon request made to the County in writing; provided that the County
rescrves the right at any time to commence making filings of such information with the Texas State Information Depository (the
"SID") in lieu of providing such information to persons upon request. The information to be updated includes all quantitative
financial information and operating data with respect to the County of the general type included in this Limited Offering
Memorandum under Tables numbered 1 through 7 and 9 through 14 and in Appendix B. The County will update and provide
this information within six months after the end of each fiscal year ending in or after 2001.

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

The County’s current fiscal year end is December 31. Accordingly. it must provide updated information by June 31 in each
year, unless the County changes its fiscal year. If the County changes its fiscal year, it will notify each nationally recognized
municipal securities information repository ("NRMSIR") and the SID of the change.

The Municipal Advisory Council of Texas has been designated by the State of Texas and approved by the SEC staff as a
qualified SID. The address of the Municipal Advisory Council is 600 West 8th Street, P. O. Box 2177, Austin, Texas 78768-
2177, and its telephone number is 512/476-6947.

MATERIAL EVENT NOTICES . . . The County will also provide timely notices of certain events to certain information vendors.

The County will provide notice of any of the following events with respect to the Certificates, if such event is material to a
decision to purchase or sell Certificates: (1) principal and interest payment delinquencies; (2) non-payment related defaults; (3)
unscheduled draws on debt service reserves reflecting financial difticulties; (4) unscheduled draws on credit enhancements
reflecting financial difficulties; (5) substitution of credit or liquidity providers, or their failure to perform; (6) adverse tax
opinions or events affecting the tax-exempt status of the Certificates; (7) modifications to rights of holders of the Certificates; (8)
Certificate calls; (9) defeasances; (10) release, substitution, or sale of property securing repayment of the Certificates; and (11)
rating changes. Neither the Certificates nor the Order make any provision for debt service reserves. credit enhancement or
liquidity enhancement. In addition, the County will provide timely notice of any failure by the County to provide information,
data, or financial statements in accordance with its agreement described above under "Annual Reports." The County will
provide each notice described in this paragraph to the SID and to either cach NRMSIR or the Municipal Securities Rulemaking
Board ("MSRB").

AVAILABILITY OF INFORMATION FROM NRMSIRs AND SID . .. The County has agreed to provide the foregoing information
only to NRMSIRs and the SID. The information will be available to holders of Certificates only if the holders comply with the
procedures and pay the charges established by such information vendors or obtain the information through securities brokers
who do so.

Information agreed to be provided by the County on request may be obtained by contacting the County Judge at P.O. Box 1256,
Tahoka. Texas 79373 or (806) 998-4222.

LIMITATIONS AND AMENDMENTS . . . The County has agreed to update information and to provide notices of material events
only as described abave. The County has not agreed to provide other information that may be relevant or material to a complete
presentation of its financial results of operations. condition, or prospects or agreed to update any information that is provided,
except as described above. The County makes no representation or warranty concerning such information or concerning its
usefulness to a decision to invest in or sell Certificates at any futurc date. The County disclaims any contractual or tort liability
for damages resulting in whole or in part from any breach of its continuing disclosure agreement or from any statement made
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pursuant to its agreement, although holders of Certificates may seek a writ of mandamus to compel the County to comply with
its agreement.

The County may amend its continuing disclosure agreement from time to time to adapt to changed circumstances that arise from
a change in legal requirements. a change in law. or a change in the identity, nature, status, or type of operations of the County, if
(1) the agreement, as amended, would have permitted an underwriter to purchase or sell Certificates in the offering described
herein in compliance with the Rule. taking into account any amendments or interpretations of the Rule to the date of such
amendment, as well as such changed circumstances, and (ii) either (a) the holders of a majority in aggregate principal amount of
the outstanding Certificates consent to the amendment or (b) any person unaffiliated with the County (such as nationally
recognized bond counsel) determines that the amendment will not materially impair the interests of the holders and beneficial
owners of the Certificates. The County may also amend or repeal the provisions of this continuing disclosure agreement if the
SEC amends or repeals the applicable provisions of the SEC Rule 15¢2-12 or a court of final jurisdiction enters judgment that
such provisions of the SEC Rule 15¢2-12 are invalid. but only if and to the extent that the provisions of this sentence would not
prevent an underwriter from lawfully purchasing or selling Certificates in the primary offering of the Certificates. If the County
so amends the agreement, it has agreed to include with the next financial information and operating data provided in accordance
with its agreement described above under "Annual Reports” an explanation, in narrative form. of the reasons for the amendment
and of the impact of any change in the type of financial information and operating data so provided.

COMPLIANCE WITH PRIOR UNDERTAKINGS . .. The County has not previously made a continuing disclosure agreement in
accordance with SEC Rule 15¢2-12.

UNDERWRITING

The Underwriter has agreed. subject to certain conditions, to purchase the Certificates from the County. at an underwriting discount
of $55.200.00. The Underwriter will be obligated to purchase all of the Certificates if any Certificates are purchased. The
Certificates to be offered to the public may be offered and sold to certain dealers (including the Underwriter and other dealers
depositing Certificates into investment trusts) at prices lower than the public offering prices of such Certificates. and such public
offering prices may be changed, from time to time, by the Underwriter.

The Underwriter has provided the following sentence for inclusion in this Limited Offering Memorandum. The Underwriter has
reviewed the information in this Limited Offering Memorandum in accordance with and as a part of their respective
responsibilities to investors under the federal securities laws as applied to the facts and circumstances of this transaction, but the
Underwriter does not guarantee the accuracy or completeness of such information.

CERTIFICATION OF THE LIMITED OFFERING MEMORANDUM

At the time of payment for and delivery of the Certificates, the County will furnish a certificate, executed by proper officers,
acting in their official capacity. to the effect that to the best of their knowledge and belief: (a) the descriptions and statements of
or pertaining to the County contained in its Limited Oftering Memorandum, and any addenda. supplement or amendment
thereto, on the date of such Limited Offering Memorandum. on the date of sale of said Certificates and the acceptance of the best
bid therefor, and on the date of the delivery, were and are true and correct in all material respects; (b) insofar as the County and
its affairs, including its financial affairs. are concerned, such Limited Offering Memorandum did not and does not contain an
untrue statement of a material fact or omit to state a material fact required to be stated therein or necessary to make the
statements therein. in the light of the circumstances under which they were made. not misleading; (c) insofar as the descriptions
and statements, including financial data. of or pertaining to entities, other than the County. and their activities contained in such
Limited Offering Memorandum are concerned. such statements and data have been obtained from sources which the County
believes to be reliable and the County has no reason to believe that they are untrue in any material respect: and (d) there has been
no material adverse change in the financial condition of the County since the date of the last audited financial statements of the
County.

The Order authorizing the issuance of the Certificates will also approve the form and content of this Limited Offering
Memorandum, and any addenda. supplement or amendment thereto. and authorize its further use in the reoffering of the
Certificates by the Underwriter.
J. F. BRANDON
County Judge
Lynn County, Texas
ATTEST:

SUSAN TIPTON
County Clerk
Lynn County, Texas
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THE COUNTY

LOCATION

Lynn County, organized in 1903, is located in northwest Texas and has an arca of approximately 891.9 square miles. The City
of Tahoka. located approximately 29 miles south of the City of Lubbock (1990 U.S. Census Population 2.868), is the County
Seat. Other towns located in the County include: New Home, Wilson and a portion of O’Donnell.

Economy
L.ynn County's economy is based primarily on agribusiness.

The principal sources of agricultural income include cotton, sorghum and wheat with additional income from cattle, sheep and
hogs. Lynn County is one of the leading producers of cotton in Texas with approximately 60,000 acres of irrigated production.

Minerals produced in the County include: Oil, natural gas and stone.

Sales and Marketing Management reports that the total retail sales for the County for 2000 were approximately $31.3 million.

The total effective buying income ("EBI") was approximately $71 million and the median houschold EBI was approximately
$17.599. (1)

(1) Source: Sales and Marketing Management, "2000 Survey of Buying Power",

LYNN COUNTY LABOR FORCE ESTIMATES (1)

Annual Averages

April

2001 2000 1999 1998 1997 1996
Civilian Labor Force 2,737 2,818 2.874 2,957 3,051 3,053
Total Employment 2,588 2,710 2,745 2,819 2,924 2,933
Total Unemployment 149 108 129 138 127 120
Percent Unemployment 5.40% 3.80% 4.50% 4.70% 4.20% 3.90%

(1) Source: Texas Workforce Commission.
(2) Subject to revision.

TRANSPORTATION

Lynn County is traversed by U.S. Highway 87, 380 and a well developed system of farm-to-market roads.
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APPENDIX B

EXCERPTS FROM THE
LYNN COUNTY. TEXAS
ANNUAL FINANCIAL REPORT
For the Year Ended December 31, 2000
The information contained in this Appendix consists of excerpts from the Lynn County,
Texas Annual Financial Report for the Year Ended December 31, 2000, and is not intended

to be a complete statement of the County's financial condition. Reference is made to the
complete Report for further information.
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J[im Kingery, CPA

Certified Public Accountant

INDEPENDENT AUDITOR'S REPORT

April 16, 2001

[onorable J.F. Brandon, Judge
And County Commissioners
Lynn County

Tahoka. Texas 79373

I have audited the accompanying general-purpose financial statements of Lynn County as of and for the year ended
December 31, 2000, as listed in the table of contents. These gencral-purpose financial statements are the
responsibility of the County's administrators. My responsibility 1s to cxpress an opinion on these general-purpose
financial statements based on my audit.

I conducted my audit in accordance with generally accepted auditing standards and the standards applicable to
financial audits contained in Government Auditing Standards, 1ssued by the Comptroller General of the United States.
Those standards require that I plan and perform the audit to obtain reasonable assurance about whether the tinancial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by the administration, as well as evaluating the overall financial statement
presentation. I belicve that my audit provides a reasonable basis for my opinion.

In my opinton, the general-purpose financial statements referred to above present fairly, in all material respects, the
financial position of Lynn County as of December 31, 2000, and the results of its operations for the year then ended
in conformity with generally accepted accounting principles. In accordance with Government Auditing Standards,
I have also issued my report dated April 16, 2001 on my consideration of the County's internal control over financial
reporting and my tests of 1ts compliance with certain provisions of laws. regulations, contracts and grants.

My audit was performed for the purpose of forming an opinion on the general-purpose {imancial statements of Lynn
County taken as a whole. The combining statements and supplementary information listed in the table OfC()nIL:nls
arc presented for purposes of additional analysis and are not a required part of the general-purpose financial
statements of the County. These combining statements and schedules have been subjected to the auditing procedures
apphed in the audit of the general-purposc financial statements taken as a whole.

Jim Kingery, CPA

PO Box o837 Lubbock Texas 79493057 Nie  TNDNYSS Favx SuUh-TSINT e
American Institute of Certetic:d Dubiic Accouvntants
ATCPA Devosion tor CPA Firms-Private « cmpantes ractice Section

Fevas Society Certrf+Qk IMedlso Accountants
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GENERAL PURPOSE FINANCIAL STATEMENTS

EXHIBITS A-1 THROUGH A-4



EYNN COUNTY
CODMBINED BALANCE SHEET
ALL FUND TYPES AND ACCOUNT GROUPS
DECEMBER 31, 2000

Fiduciary
Fund Types

Governmental Fund Types
T T st

Special and
General Revenue Avency
ASSETS AND OTHER DEBITS T T s

Cash S 137,935 S 37,064 S 195,250
Savings & Time Deposits 273,054 324,675 30,476
Receivables

Accrued Interest §17 2,532

Due from Other Funds 25,791 5,003

Property Taxes 533,203 200,530

Less: Allowance for Uicollectibles (78,94%) (29,745)

Other Receivables 3,670

Due from Appraisal District
Reserved Assets

Cash 477,708 179,997
Time Deposits
Due from Appraisal District
Accrued Interest
Land
Buildings and Improvements
Machinery and Equipment
Fumiture and Fixtures
Amounts to be Provided
Total Assets and Other Debits S 1,369,025 S 720,458 N 229396

The accompanying notes are an inteoral part of this statement
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Totals
Account Groups (Memorandum Ouly)
General General
Fixed Long-Term December 31
Assets Debt 2000 1999
370,249 S 437,763
628,205 480,833
3,349 3,348
30,796 32,132
734,193 589,135
(108,688) {(100,077)
3,670 24,998
- 31,465
657,705 311,476
- 634,853
- 20,790
- 4,706
228,750 228,750 228,750
1,221,371 1,221,371 1,221,371
2,712,355 2,712,355 2,359,778
115,035 115,035 115,035
351,954 351,954 198,751
S 4277 S 351,954 S 6,948,944 S 6,595,107

EXHIBIT A-1



LYNN COUNTY
CODMBINED BALANCE SHEET
ALL FUND TYPES AND ACCOUNT GROUPS
DECEMBER 31,2000

Fiduciary
Fund Tyvpes

Governmentul Fund Types
- R ~ Trust

Special and
General Revenue Agency
LIABILITIES, FUND EQUITY AND - - -
OTHER CREDITS
Liabilities
Deficit Cash Balance
Accounts Payable 10,599 10,330
Due to Other Funds S0 30,747
Due to Others 3,701 66,874
Due to Other Governments 8,518
Cases Pendiny 123257
Deferred Revenues
Collected Taxces 470,341 177,221
Uncollected Taxes 454,320 171,183
Interest 7,367 2,776
Notes Payable
Total Liabilities 948,188 361,582 229,396
Fund Equity and Other Credits
Unreserved 421,437
Reserved
Future Uses
Spectal Purposes 338,876
General Fixed Assets
Total Fund Equity and Other Credits 421,437 358,876 -
Total Liabilities, Fund Equity and Other Credits S 1\369,025. S 720,458 S 229,396

The accompanying notes are an intepral part of this statement,
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Totals
Account Groups (Memorandum Only)
General General
Fixed Long-Term December 31

Assets Debt 2000 1,999
S - S 12,255
21,249 27,435
30,797 32,132
72,135 64,897
8,518 44,161
123,257 117,110
647,562 960,756
625,505 486,057
10,143 11,068
351,954 351,954 198,751
- 351,954 1,891,120 1,957,622
421,437 344,758
358,876 367,793
4277511 4,277,511 3,924,934
4277511 - 5,057,824 4,637 483

S 6,948,944

EXHIBIT A-1 (Cont'd)



LYNN COUNTY

COMBINED STATEMENT OF REVENUE, EXPENDITURES AND

Revenues 7
Property Tax
Local Sales Tax
Licenses, Permits & Other Taves
Intergovermmental Revenues
Fee Collectiuns
Othier Fees
Interest Famed
Other Revanues

Tutal Revernes

Expenditures

Current
Financial Administration
Judicial & Legal
General County Building:
Central Admunistration
Libranmes
Social Services - Public Weliare
Social Services - Health
Transpontation - Highway s
Public Satety - Police
Public Satety - Correction
Public Safety - Fue
Environment - Sanitation
Environment - Natural Resources
Miscellaneous

Capital Outlay
Total Expenditures

Excess (Deticiency) ot Revenues Over
(Under) Expenditures

Other Sources (Lises)
Transters from Other Punds
Transters to Other Fundds
Sale ot Assets
Proceeds from LoansT cases
Debt Service Principal Paid
Total Other Sources (1sey)
L:xcess (Deficiency) of Kevenues and
Otlier Sources Over (Under)
Expenditures and Othier 1ses

Fund Batinee, Begmnimg of Yeur

Proor Peniod Addju tinents

Fund Baiinee, Fad or Yeu

CHANGES IN FUND BALANCE
ALL GOVERNMENTAL FUND TYPES
FORTHE YEAR ENDED DECEMBER 31, 2000

Governmental Fund Types
Speeial
CGeneral Revenue

S 1,030,069 <

ERTAR:

13,512
11,742 31N
25000 27,212
304,629
IR 180
47,62 TR
4000
N S22 6310 N 71*,:"‘\~
S 148,519
217,530 23204
131,066
123,802
6,868
29171
5,625
564,560
252,028
194,609
8,625
45,260
52,967
25,107
50732 304,308
1.293012 SNS,020
S RISROI S (174742)
3005, Tn
(300,796
O NS
(1]1y~mu‘)
= 165828
S 1320624 S (N,017)
144758 20T ,T0R
(52045
N s IS NTO

The accompanying notes are an mtegrad poart of s <ticnen -8 -

S

(%]

Totuls

(Memorandn Only)

b
2000

1,420,507 %

12,012
322,602
S2312
314 629
RIS

148,515 S

240,760
131,066
123803
6,368
2917
5,625
564,500
353,028
194,609
8,625
45,360
52,967
25,107
351,027

2,281,041

(44,1183 S

319,796
(3019 790)
IRUNGS

(123980,

165,507
121,707 s
712,551

‘vinher

FPNTHBIT A2

W, T
199y

1,336,639
17,028
315,281
$2,46%

230,276

[
S B G B ()

PEO IS )

J = ) W o D wn

TRV IS
NN (S I SN
W O DN

Dl o)
A =) D

8,
43,839
55,481
22,975

296,199

[oa

2,121,070

(37,542)

286,000
(2%6,000)
137,000
{100,328)

17 <9n
37,572

30

712,551




LYNN COUNTY
COMBINED STATEMENT OF REVENUE, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL

FOR THE YEAR ENDED DECEMBER 31, 2000

General Fund

EXHIBIT A-3

Special Revenue Funds

Variance Variance
Favorable Favorable
Budget Actual (Unfavoerable) Budget Actual {Unfavorable)
Revenues
Property Tax $1,018,727 $1,080,069 S 61,342 $ 361,391 § 349,433 S (11,953)
Local Sales Tax 9,715 13,512 3,797 -
Licenses, Permits & Other Taxes 14,100 11,743 (2,357) 339,000 310,859 (28,141)
Intergovernmental Revenues 25,000 25,000 - 25,824 27,312 1,488
Fee Collections 215,000 304,629 89,629 -
Other Fees 1,200 3,850 2,650 100 150 S50
Interest Bamed 24,500 42,629 18,129 23,182 25,528 2,346
Other Revenues 19,775 42204 22,429 -
Totul Revenues $1,328,017 $1,523,636 S 195,619 S 749,497 S 713,287 S (36,210)
Fxpenditures
Current
Financial Administration S 139,804 S 148,515 S @71 S -
Judicial & Legal 226,328 217,536 9,292 24,279 23,224 1,055
General County Builldings 103,608 131,000 (27,45%) R
Central Administration 137,748 123,803 13,945 -
[.ibranes 8,197 6,863 1,329 -
Social Services - Public Weltare 29,701 29,171 530 R
Social Services - Health 5,625 5,625 - -
Transportation - Highways - 593,552 564,500 29,052
Public Satety - Police 366,947 353,028 13,919 -
Public Safety - Correction 147,990 194,609 (46,619) -
Public Safety - Fire 8,625 8,625 - -
Environment - Sanitation 46,228 45,360 863 -
Environment - Natural Resources 56,377 52,967 3,410 R
Mascellaneous 39,000 25,107 13,803 -
Capital Outlay 26,000 50,732 (24,73D) 34,754 300,305 (265,551)
Total Expenditures S1,342,678  §1,393,012 S (50,234 $ 652,588 S 888,029 S (235,4449)
Fixcess (Deticiency) of Revenues Over
(Under) Expenditures (14,661) 130,024 (145,2385) 96,912 (174,742) 271,654
Cither Sources (Uses)
Transters from Other Funds - 309,796 209,796 R
Transtors to Other Funds - (R09,7490) (209,790) .
Sale of Assets - -
Procecds trom ToansTeases - 239,805 289,805
[1ebt Service Prncipal Paud L - - (116,30 (123,950) (7,636)
Total Other Sources (Uses) - - (116,249 163,825 282,169
Facess (Deficiency) of Revenues and
Onher Sources Over (Under)
Foapenditures and Other Uses S (14,001 S 130,024 S 1iSIRS S (19,432) SRun S 10,515
Fund Balance, Beginning of Year 344758 344,758 367,793 107 793
Prier Penod Adjastients (53,045) (23 -
Fund Pabmee, Fodof Y e S 421,437 s S 348301 S SIS

RO ITRISARI MA

arctepnd port el

s statement
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EXHIBIT A-4

LYNN COUNTY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2000

Note 1.

Summaryv of Sienificant Accounting Policies

General

Lynn County operates under a County Judge-Commissioner's Court form of government and
provides the following services: judicial and legal, county roads, public safety and protection,
social services, public welfare and general administrative services. The accounting policies of
Lynn County conforin to generally accepted accounting principles applicable to governments.

Fund Accounting

Governmental Fund Types include:

The General Fund that accounts for all financial resources except those required to be
accounted for in another group.

The Special Revenue Funds that account for revenues derived from specific taxes or other
earmarked revenue sources.

Fiduciary Fund Types include:

A Non-expendable Trust Fund that accounts for revenues derived from investments over
which the County acts as fiscal agent. Although the County accounts for this fund, the local
school districts in the County are the beneficiaries of the revenues of the fund.

The Agency Funds that account for activities of collecting offices and other types of activities
requiring clearing accounts. These funds have no equity, assets are equal to liabilities, and
do not include revenues and expenditures for general operations of the County.

Account Groups include:

General Fixed Assets accounts for fixed assets used in governmental fund type operations.
Public domain improvements, other than buildings, have not been capitalized. Such assets are
normally immovable and of value only to the County, therefore, the purpose of stewardship
for these items is satisfied without recording of these assets. No depreciation has been
provided on general fixed assets. All fixed assets are valued at historical cost or estimated
historical cost if actual historical cost is not available. Donated fixed assets are valued at their
estimated fair value on the date donated.

General Long-Term Debt accounts for long-term labilities financed from the Governmental
Funds.

- 11 -



EXHIBIT A-4

LYNN COUNTY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2000

Note 1.

Summary of Significant Accounting Policies. continued.

Busis of Accounti.r

All governmental funds are accounted for using the modified accrual basis of account ing. Their
revenues are recognized when they become measurable and available, and expenditures are
recognized when the fund lic mmu is incurred, if measurable, except for unmatured interest on
General Long-Term Debt, which is recopnized when due.

Budgets

The ofticial budget was prepared for adoption for all Governmental Fund Types. The budeet was

formally adopted by the County Commissioners at « duly advertised public mecting prior o the
expenditure of funds

Investments

Investments are stated at cost.

Reserved Assets

These assets consist of cash and short-term investments reserved for the Governmental Fund
Types 2001 operations.

Reserves

The County records reserves to indicate that a fund balance is legally segregated for specific use.

Property Taxes - Revenue Rocoonition

Property taxes are levied on October 1 and are due and payable upon receipt of the tax bill,
Taxes not paid by February 1 of the following year become detinquent. On January 1 of each
year, a tax lien attaches 1o property 1o secure the payment of all taxes, penalties, and interest
ultimately imposed. Property tax revenues are recopnized when they become available.

Pension Plan

The County is a member of the Texas C ounty and District Retirement System Plan which covers
all eligible full-time employees. The ¢ County's policy is to fund pension cost accrued.

Total Colwmns on Combined Statenier

Total columns on the Combined Statements are for information purposes only as data in these
columns do not present financial position or results of operations in conformity with venerally
accepted accounting principles. Interfund eliminations have not been made in the aguicration
of this data.



EXHIBIT A-4

LYNN COUNTY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2000

Note 2.

Note 3.

Delinquent Taxes Receivable

Delinquent taxes are prorated between the General, Jury, and Road and Bridge funds based upon
the rates adopted for the year of the levy. Allowances for uncollectibles are based upon
historical experience in collecting property taxes.

Emplovees Pension Plans

Plan Description

Lynn County provides retirement, disability, and death benefits for all of its full-time employees
through a nontraditional defined benefit pension plan in the statewide Texas County and District
Retirement System (TCDRS). The Board of Trustees of TCDRS is responsible for the
administration of the statewide agent multiple-employer public employee retirement system
consisting of 506 nontraditional defined benefit pension plans. TCDRS in the aggregate issues
a comprehensive annual financial report (CAFR) on a calendar year basis. The CAFR is
available upon written request from the TCDRS Board of Trustees at PO Box 2034, Austin,
Texas 78768-2034.

The plan provisions are adopted by the governing body of the employer, within the options
available in the Texas state statutes governing TCDRS (TCDRS Act). Members can retire at
ages 60 and above with eight or more years of service, with 30 years of service regardless of
age, or when the sum of their age and years of service equals 75 or more. Members are vested
after eight years of service but must leave their accumulated contributions in the plan to reccive
any employer-financed benefit. Members who withdraw their personal contributions in a lump
sum are not entitled to any amounts contributed by their employer. Benefit amounts are
determined by the sum of the employee’s contributions to the plan with interest, and the
employer-financed monetary credits. The level of these monetary credits is adopted by the
governing body of the employer within the actuarial constraints imposed by the TCDRS Act so
that the resulting benefits can be expected to be adequately financed by the employer’s
commitment to contribute. At retirement, death, or disability, the benefit is calculated by
converting the sum of the employee’s accumulated contributions and the employer-financed
monetary credits to a monthly annuity using annuity purchase rates prescribed by the TCDRS
Act.

Funding Policy

The employer has elected the annually determined contribution rate (ADCR) plan provisions
of the TCDRS Act. The plan is funded by monthly contributions from both employee members
and the employer based on the covered payroll of employee members. Under the TCDRS Act,
the contribution rate of the employer is actuarially determined annually. However, the governing
body of the employer elected to pay a rate of 3.00% that exceeded the caleulated rate as allowed
by the provisions of the TCDRS Act. The contribution rate payable by the employee members
i the rate of 5% as adopted by the governing body of the emiployer. The cimployee contrivution
rate and the employer contribution rate may be changed by the coverning body of the employer
within the options available in the TCDRS Act

S13-



LYN

N COUNTY

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2000

Emplovees Pension Plans, continued

Anmnual Pension Cost

For the employver’s accounting vear endine Deceniber
TCDRS plan for iy employees was € 19,944, and e

Annual required contributions (ARC)
Interest on net pension oblization (NPO)

Adjustment to ARC
Annual pension cost
Contributions mede

Increase (deerease) in NPQ
NPO begmning of vear

NPO end of year

FXHIBIT A-4

31 2000, the annual pension cost for the

actual contributions were $ 42,075,

$ 19,944

$ 19,9:411
42,075

201

3l

A (22.131)

The annual required contributions were actuarially determined as a percent of the covered
payroll of the participating employees, and were in compliance with the GASB Statement No.
27 parameters based on the actuarial valuation as of December 31, 1998, the basis for
determining the contribution rate of the calendar year 2000. The December 31, 1999 actuarial

valuation is the most recent valuatio

n.

Actuarial Valuation Information

Actuarial valuation date
Actuarial cost method

Amortization imethod

Amortization period in vears
Assct valuation method

Actuariul Assumptions:
Investment return (1)
Projected salary increases (1)
Inflation

Cost-of-hving adjustments

(1) Includes mflation at the stated

12/31/97
entry age
level percentage
of pavroll, open
30
long-term
appreciation with

adjustment

8.00%
5.9%
4.0%

0.0%

rate

S 14 -

\

12/31/9

entry age

o

level percentage
of pavroll. open
30
long-term
appreciation with

adjustiient

S.00%%

0.0%

12/31/99
entry age
level percentage
of payroll, apen
30
long-term
appreciation with

adjustinent

4.0%%
0.0%



EXHIBIT A-4

LYNN COUNTY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 20060

Note 3. Emplovees Pension Plans, continued

Trend Information for the Retirement Plan
for the Employees of Lynn County, Texas

Annual Pension Percentage of

Accounting Cost (APC) APC Net Pension

~ Year Ending ~_ Contributed Obligation
12/31/98 $ 22,416 174% $ (16,500)
123199 $ 20,461 190% $  (18,438)
12/31/00 $ 19,944 211% $ (22,131)

Transition Discloswre

It was determined in accordance with GASB Statement No. 27 that the pension hability was zero
at the transition to that statement effective January 1, 1998, because all actuarially required
contributions for the accounting years for the period January 1, 1987 through December 31,
1997 have been paid. There was no previously reported pension liability before the transition.
Therefore, the difference between the pension liability at transition and the previously reported
pension liability is zero.

Schedule of Funding Progress for the Retirement Plan
for the Employees of Lynn County, Texas

Actuarial UAAL as a
Actuarial Accrued Unfunded Annual Percentage
Actuarial Value of Liability AAL Funded Covered of Covered
Valuation Assets (AAL) (UAAL) Ratio Payroll (1) Payroll
_ Date (a) [()) {b-a) (a'b) (c) _((b:a)e)
12/31/97 (2) 767,434 757,163 (10,271)  101.36% 745,041 -1.38%
12/31/98 849,470 814217 (35253)  104.35% 801,759 -1.40%%
12/31/99 866,359 802,128 (64211 108.01% 826,576 -71.77%%
(1) The annual covered payroll is based on the empployee contributions received by TCDRS for
the year ending with the valuation date.
(2) Revised economic and deomgraphic assumptions dhie to an experience review were reflected

in this valuation



LYNN COUNTY
NOTES TO FINANCIAL STATEMENTS
DECENMBER 31, 2000

Note J.

Note 3.

Changes in General Fined Assets

A summary of chanues in General Fived Assets s as followe

Balunce

LSO Additions L Deletions
Land $ 228,750
Buildings and Improvements 1221371
Machinery and Eguipment 2339778 332,577
Furniture and Fixtures 115,033

EXTHBIT A-4

Balance
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Long - Term Debt

Long-term debt at December 31, 2000, consists of the follow ing:

6.000% note payable to Wilson State Bank; annual installments of
$20,115 plus interest to February 1, 2003, secured by a Caterpillar
Motor Grader -- Precinct £2

5.600% note payable to Wilson State Bank; annual installments of
$7,005 including interest to July 1, 2004, secured by a Caterpillar
Motor Grader — Precinet #1

5.600% note payable to Wilson State Bank; annual installments of
$6,505 including interest te July 15,2002, sccured by a JD) 4440
Tractor — Precinct #1

5.600% note payable to Wilson State Bank; annual installments of
$11,748 Narch 30, 2003,
cquipment - Precinet #2

including  interest to secured by

5.600% note payable to Wikon State Bank: annual installiments of
$6.313 including interest to April 30, 2003, secured by equipment

- Precinet #2
9.750% note payable o Caterpillur Financial Services: annual

mstallments of #13,609 including interest to January 30, 2002

secured by equipment - Precinet #2

- 16 -

24,496

12,010

17,010

23,698



EXHIBIT A-4

LYNN COUNTY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2000

Note 3.

Note 6.

Lone — Term Debt, continued

5.600% note payable to First National Bank; annual installments
of $25,390 including interest to February 1, 2004, secured by
equipment — Precinct #4 88,777

5.600% note payable to First National Bank; annual installments
of $12.027 including interest to February 1, 2004, secured by
equipment — Precinct #4 42,053
5.600% note payable to Wilson State Bank; annual installments

of $18.309 including interest to February 1, 2004, secured by
a Caterpillar Motor Grader — Precinct #1 . 64.032

Notes Payable mature as follows:

Year ended December 31,

2001 $ 104315
2002 110,730
2003 89,535
2004 59,384
2005 0-

$ 303964

Deposits, Deposit Collateral, and Investments

The County’s funds are required to be deposited and invested under the terms of a depository
contract pursuant to the Public Funds Investment Act of 1987, The depository bank is required
to deposit for safekeeping and trust with the County’s avent bank, approved pledged securities
in an amount sufficient to protect County funds on a day-to-day basis during the period of the
contract. The pledge of approved securities is waived only to the extent of the depository bank’s
amount of Federal Deposit Insurance Corporation (FDIC) insurance.

The County’s cash deposits at December 31,2000 were entirely covered by FDIC insurance or
by pledzed collateral held by the County’s agent bank. The deposits were properly secured at

all times.



FXHIBIT A-4

LYNN COUNTY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2000

Note 0.

Note 7.

Alldeposits of the County wie ek at | st National Bank. 1ahoka, Texass At December 31,
2000 the total amount on deposit was $1.656.159. The bank ba dance is collateralized as Tollows:
Amount secured by FDIC h) 100,000
Amount of securitics pledired (at FATV) . 1.698824
Total insurance and deposit collatera 798,824
Largest combined account balunce 1656159
Amount aver (under) collaterilized S LA2.665

Cash deposits held at financial institutions can be ca Hegorized aecording (o three levels of risk,

These levels of risk are:

Category | Deposits that are insured or collateralized with securities held by the entity
or by s agent in the ent! Vs name.

Category 2 Deposits that are collateralized with securities held by the pledging financial
institution’s trust department or agent in the entity’s name.
Category 3 Deposits that are not collateralized.

Based on the three fevels of risk, all of the County’s cash deposits are classified as category 2
Investments of the County are valued at the lower of cost or market at the balance sheet date Tlm
County maintains an investment policy that is updated as necessary.,

Interfund Receivables and Pavables

Intertund balances at December 31, 2000 consisted of the following individual fund balances:

Due from Due to
Other Funds Other Funds

General Fund:
Special Revenue Funds 5 5
Agency Funds 25,74

Special Revenue Funds:
General Fund 50
Agency Funds 5,003

Trustand Agency Funds:
General Fund 23,741
Special Revenue Funds 5,005
Agency Funds

A 30796 8N

218 -



EXHIBIT A-4

LYNN COUNTY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2000

Note 8.

Excess of Expenditures over Appropriations

Expenditures exceeded appropriations in the following areas:

Fund Description Amount

General Fund Financial Administration S 8,711
General Fund General County Buildings 27,458
General Fund Public Safety - Corrections 46,619
General Fund Capital Outlay 24732
Special Revenue Capital Outlay 265,551

Gengeral Fund:

Financial Administration
Expenditures exceeded appropriations duc to the County underbudgeting several
expenditure categories including both Tax Collector and County Treasurer.

General County Buildings
Expenditures exceceded appropriations due to the County underbudgeting several
expenditure categories.

Public Safety - Corrections
Expenditures excecded appropriations duc to the County underbudgeting  several
expenditure categories.

Capital Outlay — General Fund
Expenditures exceeded appropriations due to the County underbudgeting capital outlay fur
County Treasurer, Police, and County Agent.

Capital Outlay - Special Revenue Funds

Expenditures exceeded appropriations due to the County underbudgcting capital outlay

items for all precincts.

S 19 -
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LYNN COUNTY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2000

Note 9. Subsequent Events

There were no subsequent events required to be reported.

Note 10.  Commitments and Contingencies

There were no commitments or contingencios to be reported at December 31,2000

Note 11. [.itication

There was no ponding, or threatened Hneation involving the County at December 31, 2000,

Note 120 Related Oroanizations

There were no Urelated orpanizations” of the County as defimed by Government Accounting

Standards Board Statement No. 14.
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Bickerstaff, Heath, Smiley, Pollan, Kever & McDaniel, L.L.P.

1700 Frost Bank Plaza 816 Congress Avenue  Austin, Texas 78701-2443  (512) 472-8021 Fax (512) 320-5638
www.bickerstaff.com

$2,400,000
LYNN COUNTY, TEXAS
CERTIFICATES OF OBLIGATION
SERIES 2001

WE HAVE ACTED AS BOND COUNSEL in connection with the issuance by
Lynn County, Texas (the "County") of its $2,400,000 aggregate principal amount of
Certificates of Obligation, Series 2001 (the "Certificates"). We have examined the
applicable and pertinent provisions of the Constitution and laws of the State of Texas;
an order of the Commissioners Court of the County (the "Commissioners Court")
authorizing the Certificates adopted on June 25, 2001 (the "Order"); a transcript of
certified proceedings of the Commissioners Court relating to the authorization,
issuance, sale and delivery of the Certificates, including the Order; certificates and
opinions of officials of the County, including a No Arbitrage Certificate; and other
pertinent instruments authorizing and relating to the issuance of the Certificates. We
have examined the Initial Certificate (as defined in the Order) which we found to be in
due form and properly executed. As to questions of fact material to our opinion, we
have relied upon the certified proceedings and other certifications of public officials
furnished to us without undertaking to verify the same by independent investigation.

BASED ON OUR EXAMINATION, we are of the opinion as of the date hereof
and under existing law, as follows:

1. The Certificates are valid and legally binding obligations of the County
enforceable in accordance with their terms.

2. The Certificates are secured by and payable from the levy of a direct
annual ad valorem tax upon all taxable property within the County,
within limits prescribed by law, sufficient for said purposes.

IT IS FURTHER OUR OPINION that under the applicable statutes, regulations,
published rulings, and court decisions existing on the date of this opinion, the interest on
the Certificates is not includable in the "gross income" of the owners thereof as that
term is defined in the Internal Revenue Code of 1986, as amended (the "Code").

WE ARE FURTHER OF THE OPINION THAT, assuming compliance by the
County with the covenants referred to above, the Certificates are not "private activity
bonds" as that term is defined in the Code and that the interest on the Certificates will
not be an individual or corporate alternative minimum tax preference as that term is
defined under Section 57(a)(5) of the Code.



In expressing the foregoing opinions, we have relied on and assume compliance
by the County with certain representations and covenants regarding the use and
investment of the proceeds of the Certificates.

WE CALL YOUR ATTENTION TO THE FACT that the interest on tax-exempt
obligations, such as the Certificates is (a) included as an adjustment for book income or
adjusted earning and profits in order to calculate alternative minimum taxable income
for purposes of determining the alternative minimum tax imposed on corporations by
section 55 of the Code and for purposes of determining the environmental tax imposed
on corporations by section 59A of the Code, (b) subject to the branch profits tax
imposed on foreign corporations by section 884 of the Code and (c) included in the
passive investment income of an S corporation and subject to the tax imposed by
section 1375 of the Code. We express no opinion as to these provisions and no opinion
as to any other federal, state or local income tax consequences of acquiring, carrying,
owning, disposing or accrual of interest on the Certificates; but we caution the holders of
the Certificates that these provisions of the Code may, for certain taxpayers, result in
collateral tax consequences about which advice should be sought from a competent tax
advisor. Neither do we express any opinion with respect to any legislation affecting the
Certificates which is or may be enacted after the date of this opinion. We also do not
express any opinion with respect to the sufficiency of the security for or the marketability
of the Certificates.

IT1S TO BE UNDERSTOOD that the rights of the owners of the Certificates and
the enforceability thereof may be subject to bankruptcy, insolvency, reorganization,
moratorium and other similar laws affecting creditors' rights heretofore or hereafter
enacted to the extent constitutionally applicable and that their enforcement may also be
subject to judicial discretion in appropriate cases.

WE HAVE ACTED AS BOND COUNSEL for the County for the sole purpose of
rendering an opinion with respect to the legality and validity of the Certificates under the
Constitution and laws of the State of Texas, and with respect to the exclusion of the
interest on the Certificates from gross income for federal income tax purposes, and for
no other reason or purpose. We have not been requested to investigate or verify, and
have not investigated or verified any records, data or other material relating to the
financial condition or capability of the County, and have not assumed any responsibility
thereto.

Respectfully,






ﬁRST SOUTHWEST COMPANY

INVESTMENT BANKERS
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