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2ABIP

CERTIFIED PUBLIC ACCOUNTANTS AND ADVISORS

Independent Auditor’s Report

Board of Commissioners

Comal County Emergency Services
District No. 1

Spring Branch, Texas

Report on Financial Statements

We have audited the accompanying financial statements of governmental activities and the
general fund of the Comal County Emergency Services District#No. 1 (the District) a
component unit of Comal County, Texas as of and for the yearsfended December 31,2015,
and the related notes to the financial statements, which cellectively comprise the District’s
basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility IS to expreSs opinions on these financial statements based on our audit.
We conducted our auditfin accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued, by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, dncluding the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statement.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities and the general fund
of Comal County Emergency Services District No. 1 as of December 31, 2015, and the
respective changes in financial position for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America requiré that the
management discussion and analysis and budgetary comparison informationson pages 3-3C
and 18 be presented to supplement the basic financial statements.« Such information,
although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an essentialpart of financial reporting for
placing the basic financial statements in an appropriate opeérational, economic, or historical
context. We have applied certain limited procedures 'to the required supplementary
information in accordance with auditing standards generallyiaccepted in_the United States of
America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to
our inquiries, the basic financial statements, and other knowledge we obtained during our
audit of the basic financial statements. We do not express an opinion or provide any
assurance on the informatienybecause the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

Other ReportingRequired by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
May 19, 2016, on'our consideration of the District’s internal control over financial reporting
and on our tests of its’compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. The purpose of that report is to describe the scope of
our testing of internal control over financial reporting and compliance and the results of that
testing, and ' not to provide an opinion on internal control over financial reporting or on
compliance. | That report is an integral part of an audit performed in accordance with
Government |Auditing | Standards in considering District’s internal control over financial
reporting and compliance.

AP

Certified Public Accountants
San Antonio, Texas

May 19, 2016



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 1
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)

As management of the Comal County Emergency Services District No. 1 (the District), we offer
readers the following discussion and analysis (MD&A) of the District’s financial activities for
the year ended December 31, 2015. The MD&A should be read in conjunction with the
accompanying basic financial statements.

FINANCIAL HIGHLIGHTS

e As of December 31, 2015, the District’s total net position was $2,512,065.

e The District had expenses of $2,224,071. Of this total, approximately«94% was
expended for public safety and the remaining 6% was general government and interest
expenses.

e General revenues consisted of $2,539,192 and exceeded total expenses by $315,121.

OVERVIEW OF THE FINANCIAL STATEMENTS

The District’s Annual Financial Report consists of a series of financial statements and
accompanying notes, with the primary focus/being.on the District as a whole. The Statement
of Net Position and the Statement of Activities are government-wide financial statements that
provide both short-term and long-term information, about the District's overall financial
status. The fund financial'statements report the District’s operations in more detail by
providing informationsas to how services are financed .in the short-term, as well as the
remaining available resources for future spending. Additionally, the fund financial
statements focus on major funds rather than fund types. The District has one fund type
which is the General Fund. This fund accounts for property tax revenues which are collected
monthly on behalf of the District. Comal County collects ad valorem property tax. The
District was formed as_asSubdiviSion of the State of Texas in January 1988 under health and
safety code 776. It\was converted in 2011, by Senate Bill 917, to Health and Safety code 775.

Government=Wide Financial Statements

The Statement of Net Position and the Statement of Activities — emergency services operating
activities are reported in these statements.

The Statement of Net Position and the Statement of Activities present a view of the District’s
financial® operations as a whole, reflect all financial transactions, and provide information
helpful in determining whether the District’s financial health or position has improved or
deteriorated as a result of the current year's activities. Both of these statements are prepared
using the full accrual basis of accounting similar to that used by most private-sector
companies. The Statement of Net Position includes all assets and liabilities, both short and
long term. The Statement of Activities reports all of the current year's revenues and expenses
regardless of when cash is received or paid.

The two government-wide statements report the District’s net position, which represent the
difference between assets, deferred outflows, liabilities, and deferred inflows. Over time, the
increases or decreases in the District’s net position is an indicator of whether its financial
health is improving or deteriorating. Additionally, the District’s financial operating results are
determined by the difference between the revenues and expenses.



To assess the overall health of the District, consideration should be given to additional non-
financial factors such as changes in the District’s tax base.

Fund Financial Statements

Fund financial statements provide a detailed short-term view of the District’s operations,
focusing on its "major” fund. The District has one fund - a general fund.

Governmental Funds - The accounting for the District’s basic services is included in the
governmental fund. The measurement focus and basis of accounting used for reporting is
the modified accrual basis which measures inflows and outflows of current financial
resources and the remaining balances at year-end that are available for spending.
Furthermore, under this basis of accounting, changes in net spendable assets are_normally
recognized only to the extent that they are expected to have a near-term impact, while
inflows are recognized only if they are available to liquidate liabilities of the current period.
Similarly, future outflows are typically recognized only if they represent.a'depletion of current
financial resources. The District’s governmental fund is the GeneralfFund. The differences in
the amounts reported between the fund statements and the government-wide statements are
explained in the reconciliations provided on pages 7 and 9.

Notes to Financial Statements

The notes provide disclosures and additional information| that are essential to a full
understanding of the financial information presented in the government-wide and fund
financial statements.

Other Information

In addition to the basic financial statements® and accompanying notes, this report also
provides certain required supplementary information beginning on page 18.

FINANCIALANALYSIS OF THE DISTRICT AS A WHOLE

The District’s net pasition at December 31, 2015 is $2,512,065. This is a $315,121 increase
over last year’s net position of $2,196,944.

In accordance with GASB Statement No. 34, comparative analysis of government-wide
information from prior\year to current year is presented.
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Statement of Net Position

The following table reflects the condensed statement of net position:

GOVERNMENTAL ACTIVITIES

2015 2014

Current and Other Assets $ 3,725,166 $ 3,435,046
Capital Assets, Net 3,869,389 3,423,569
Total Assets 7,594,555 6,858,615
Current Liabilities 1,782,309 1,838,987
Long-Term Liabilities 2,111,541 14,700,133
Total Liabilities 3,893,850 3,539,120
Deferred Inflows of Resources 1,188,640 1,122,551
Net Investment in Capital Assets 1,511,329 1,541,865
Unrestricted 1,000,736 655,079
TOTAL NET POSITION $ 2,512,065 $ 2,196,944

Statement of Activities

The District’s total revenuesswere $2,539,192 in 2015. Virtually all revenue came from ad
valorem property taxes:

For the year ended December 31, 2015, thestotal expenses were $2,224,071 including
$38,651 of general government expenses. | The District contracts their emergency services
with Bulverde-Spring Branch_Emergency Services (BSB ES) as a service provider. The contract
was entered into on Mareh 29,2014 through December 31, 2020. Funds are distributed to
the BSB ES on a monthly basis.

The following table 'summarizes the changes in the District’s net position from its activities
for the years ended December 31:
GOVERNMENTAL ACTIVITIES

2015 2014

REVENUES
General Revenues $ 2,539,192 $ 2,338,077
Total‘Revenues 2,539,192 2,338,077

EXPENSES
General and Administrative 38,651 12,726
Public Safety 2,084,328 1,985,676
Interest 101,092 35,112
Total Expenses 2,224,071 2,033,514
Change in Net Position 315,121 304,563
NET POSITION - BEGINNING 2,196,944 1,892,381
NET POSITION - ENDING $ 2,512,065 $ 2,196,944

3B



CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

Net investment in capital assets were $1,511,329 at December 31, 2015. Capital assets
include land, emergency vehicles and equipment valued at $3,869,389, net of depreciation.
The District completed the construction of Station 3 that began in fiscal year 2014, at a total
cost of $2,243,990. The following table shows capital assets for 2015 with comparison for
2014. If more detailed information is desired on the District’s capital asset activity please
refer to the notes to the financial statements.

GOVERNMENTAL ACTIVITIES

2015 2014
Land $ 510,291 $ 510,291
Construction in Progress - 1,808,129
Station Building 3,225,446 981,456
Emergency Service Equipment 853,241 685,111
Total Capital Assets 4,588,978 3,984,987
Accumulated Depreciation (719,589) (561:418)
NET CAPITAL ASSETS $ 3,869,389 $ 3,423,569

Long-Term Debt

At the end of 2015, the District had total outstanding debt of $2,358,060 to finance the
purchases of facilities.” More detailed information«can be found in the notes to the financial
statements.

GOVERNMENTAL ACTIVITIES
2015 2014

Notes Payable $ 2,358,060 $ 1,881,704
THE BUDGET, ECONOMIC ENVIRONMENT, AND PROJECTED PROJECTS

Actual revenues in 2015 were more than budgeted amounts by $74,226. Expenditures were
over budget by $369,072 as the District anticipated using note proceeds to cover capital
construction costs for Station 3. The budget was not amended during the year.

The'ad valorem property tax rate was $0.085100 per $100 property valuation in 2015 and
the tax rate did not change for 2016.

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide our taxpayers, patrons and creditors with a
general overview of the District’s finances and to demonstrate the District’s accountability for
the money it receives. If you have questions about this report or need additional financial
information, contact the Commissioners at 830-885-2205, or at Post Office Box 126, Spring
Branch, Texas 78070.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 1
STATEMENT OF NET POSITION — GOVERNMENTAL ACTIVITIES
YEAR ENDED DECEMBER 31, 2015

ASSETS
Current Assets

Cash and Cash Equivalents $ 1,156,388
Cash with Fiscal Agent - Tax Assessor Collector 1,319,077

Receivables - Property Taxes
Current Taxes 1,188;640
Delinquent Taxes 61,061
Total Current Assets 3,725,166

Capital Assets

Land 510,291
Station Buildings 3,225,446
Emergency Service Equipment 853,241
Totals 4,588,978
Less: Accumulated Depreciation (719,589)
Total Capital Assets 3,869,389
TOTAL ASSETS $ 7,594,555
LIABILITIES
Accrued Interest $ 29,063
Unearned Revenue - Property Taxes 1,506,727
ktong=Term Debt:
Due Within One Year 246,519
Due in Mare than One Year 2,111,541
TOTAL LIABILITIES 3,893,850

DEFERRED INFLOWS OF RESOURCES

Current Property Taxes Levied for Subsequent Period 1,188,640
NET POSITION
Net Investment in Capital Assets 1,511,329
Unrestricted 1,000,736
TOTAL NET POSITION 2,512,065

TOTAL LIABILITIES, DEFERRED INFLOWS OF RESOURCES,
AND NET POSITION $ 7,594,555

(The Accompanying Notes are an Integral Part of these Financial Statements)



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 1
STATEMENT OF ACTIVITIES — GOVERNMENTAL ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2015

Expenses
General and Administrative $ 38,651
Public Safety 2,084,328
Interest 101,092
Total Expenses 2,224,071

General Revenues

Property Tax
Interest
Total General Revenues

Change in Net Position

NET POSITION - BEGINNING

NET POSITION - ENDIN

(The Accompanying Notes are an Integral Part of these Financial Statements) 5



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 1
BALANCE SHEET — GOVERNMENTAL FUND
DECEMBER 31, 2015

ASSETS
Cash and Cash Equivalents $ 1,156,388
Cash with Fiscal Agent - Tax Assessor Collector 1,319,077
Receivables - Property Taxes
Current Taxes 1,188,640

Delinquent Taxes
TOTAL ASSETS

LIABILITIES
Unearned Revenue - Property Taxes

TOTAL LIABILITIES

DEFERRED INFLOWS OF RESOURCES

Current Property Taxes Levied for Subsequent
Delinquent Property Taxes

TOTAL DEFERRED INFLOWS OF RESOURC

1,249,701

FUND BALANCE
Unassigned

968,738

3,725,166

(The Accompanying Notes are an Integral Part of these Financial Statements) 6



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 1
RECONCILIATION OF BALANCE SHEET — GOVERNMENTAL FUND
TO STATEMENT OF NET POSITION — GOVERNMENTAL ACTIVITIES
DECEMBER 31, 2015

TOTAL FUND BALANCE $ 968,738

Amounts reported for governmental activities in the statement of
net position are different because:

Capital assets used in governmental activities are not
financial resources and, therefore, are not reported
in the funds.

Accrued interest payable is not due and payable in the
current period and, therefore, not reported in the fund

Delinquent property tax deferred in the fun
as revenue in the governmental activitie

are recogni

Notes payable are not due and payable in

and, therefore, not repo in the fund (2,358,060)

TOTAL NET POS $ 2,512,065

(The Accompanying Notes are an Integral Part of these Financial Statements) 7



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 1
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE -
GOVERNMENTAL FUND
FOR THE YEAR ENDED DECEMBER 31, 2015

REVENUES
Property Taxes
Interest

Total Revenues

$ 2,528,842

EXPENDITURES
General and Administrative
Public Safety
Capital Outlay
Debt Service

Principal

Interest

Total Expenditures

Excess (Deficiency) of Re

Over (Under) Exper (294,846)
OTHER FINANCING

Note Proceeds 657,245

362,399

606,339

$ 968,738

(The Accompanying Notes are an Integral Part of these Financial Statements) 8



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 1
RECONCILIATION OF CHANGE IN FUND BALANCE — GOVERNMENTAL FUND TO
CHANGE IN NET POSITION — GOVERNMENTAL ACTIVITIES
DECEMBER 31, 2015

NET CHANGE IN FUND BALANCE $ 362,399

Amounts reported for governmental activities in the statement of
activities are different because:

Governmental funds report capital outlays ($603,991) as expenditures.
However, in the statement of activities the cost of those assets is
allocated over their estimated useful lives and reported as
depreciation expense ($158,171). 445,820

Certain property tax revenues are deferred in the funds. This is
the change in these amounts this year. 4,966

The issuance of long-term debt (Notes Payable)fprovides current
financial resources to governmental funds, while the repayment
of the principal of long-term debt consumes the current financial
resources of the governmental funds. Neither transaction, however,
has any effect on net position:

Note Payments 180,889
Note Issuance (657,245)
(476,356)
Interest.is not accrued in.the governmental funds and is
expensed in the governmental activities. This is the change in
these ‘amounts this year. (21,708)
CHANGE IN NET POSITION OF GOVERNMENTAL ACTIVITIES $ 315,121

(The Accompanying Notes are an Integral Part of these Financial Statements) 9



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 1
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2015

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of Comal County Emergency Service District No. 1 (the District) have
been prepared in conformity with generally accepted accounting principles applicable to
governmental units. The Governmental Accounting Standards Board (GASB) is the accepted
standard setting body for establishing governmental accounting and financial reporting
principles.

A.

Reporting Entity

The Board of Commissioners (the Board), a five-member group has governance
responsibilities over all activities related to emergency medical service operations within
the jurisdiction of the District. The Board is appointed by the’ County of Comal, Texas
and has the exclusive power and duty to govern. The District receives funding from local
government sources and must comply with the requirements of those funding entities.
However, the District is included in the County of Comal, Texas’ financial statements as a
component unit and there are no component units included within the reporting entity.

Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and the
statement of activities)report information on all of the activities of the District.
Governmental activities are supported mainly by taxes.

The statement of activities demonstrates the degree to, which the direct expenses of a
given function or segment is offset by program revenues. \Direct expenses are those that
are clearly identifiable with a specific function or segment. Program revenues include 1)
charges of customers<or applicants who purchase, use, or directly benefit from goods,
services, or privileges provided, by a given function or segment and 2) grants and
contributions that are restricted tonmeeting the operational or capital requirements of a
particular function or segment. “Taxes and other items not properly included among
program revenues are reported instead as general revenues.

The general fund 'meets the criteria of a major governmental fund. The District has no
other governmental funds.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when
earned and expenses are recorded when a liability is incurred, regardless of the timing of
related cash flows. Property taxes are recognized as revenues in the year for which they
are levied. Grants and similar items are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been met.

10



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 1
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

(Continued)

Governmental fund financial statements are reported using the current financial
resources measurement focus and the modified accrual basis of accounting. Revenues
are considered to be available when they are collectible within the current period or.soon
thereafter to pay liabilities of the current period. For this purpose, the District_eonsiders
revenues to be available if they are collected within 60 days of the end of the current
fiscal period. Expenditures generally are recorded when a liability is incurred, as under
accrual accounting.

Amounts reported as program revenues include 1) charges to customers or applications
for goods, services, or privileges provided, 2) operating grants and contributions, and 3)
capital grants and contributions. General revenues include all taxes.

The District reports the following major governmental fund:
The General Fund is the operating fund of the District and'is always classified as a major
fund. The general fund is used to| account for all financial resources. Primary

expenditures are for generalland administrative and\public safety.

Cash and Cash Equivalents

The District’s cash and cash equivalents include demand accounts, certificates of
deposits, savings accounts, and other investments with an original maturity of 3 months
or less.

Accounts Receivable — Property Taxes

Property taxes are levied each October 1 on the taxable value as of the preceding
January 1, the date a lien attaches, for all taxable real and personal property located in
the District. Taxes are due by January 31 following the October 1 assessment date and
become /delinquent on February 1, at which time they begin accruing penalty and
interest. Although the District’s 2015 ad valorem taxes is levied on October 1, 2015, it
is thedDistrict’s policy to recognize revenues from the October 1 tax levy in the calendar
year when the proceeds of this levy are budgeted and made available for the District’s
operations. The collections on the October 1, 2015 levy are considered unearned until
the subsequent calendar year. The remaining receivable on unpaid levies are reported as
deferred inflows of resources at year-end. No allowance for doubtful accounts is
considered necessary at this time.

11



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 1
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

F.

Fund Equity

In the fund financial statements, governmental funds report unassigned fund balance for
amounts that are available for appropriation.

Net Position

Net position represents the difference between assets and liabilities. Net position is
reported as restricted when there are limitations imposed on their use either through the
enabling legislation adopted by the District or though external restriction impased by
creditors, grantors, or laws or regulations of other governments:

Use of Estimates

The preparation of financial statements in conformity with generally aceepted accounting
principles requires management to makesestimates and assumptions that affect the
reported amounts of assets and liabilities,and disclosure«0f contingent assets and
liabilities at the date of the financial statements and the ‘reported amounts of revenues
and expenses during the reporting period: Actual results could differ from those
estimates.

Capital Assets

Capital assets, which include vehicles, buildings and equipment, are reported in the
District’s financial statements. Capital assets are defined by the District as assets with
an initial, individual cost@of more than $5,000 and an estimated useful life in excess of
one year. When capital assets are purchased, they are capitalized and depreciated in the
financial, statements.

Capital| assets are valued at cost where historical records are available and at an
estimated cost where no records exist. Donated capital assets are valued at their
estimated fair market value at the date of donation. Improvements to capital assets that
materially extend ‘the life of the asset or add to the value are capitalized. Major outlays
for capital assets and improvements are capitalized as projects are constructed.

The_costs of normal maintenance and repairs that do not add to the value of the asset or
materially extend assets lives are not capitalized.

Capital assets are depreciated over their useful lives on a straight-line basis as follows:

ASSETS YEARS
Buildings 40
Emergency Service Equipment 7-10
Office Equipment 10

12



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 1
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

NOTE 2: DEPOSITS AND INVESTMENTS

The District's funds are required to be deposited and invested under the terms of a
depository contract. The depository bank deposits for safekeeping and trust with the
District's agent bank approved pledged securities. The pledge of approved securities is
waived only to the extent of the depository bank's dollar amount of Federal Deposit Insurance
Corporation (FDIC) insurance. The District has not experienced any loss in such accounts.

At December 31, 2015, the carrying amount of the District’s deposits (cash, certificates of
deposit, and interest-bearing savings accounts included in cash and cash equivalents) was
$1,156,388 and the bank balance was $1,162,948. The deposits held at December 31, 2015
were fully collateralized

The GASB issued Statement No. 40, “Deposits and InvestmentRisk Disclosures”. The GASB 40
disclosures below address common areas of investment risk.

The District is required by Government Code Chapter 2256, The PublicsFunds Investment Act,
to adopt, implement, and publicize an investment policy. | That policy must be written;
primarily emphasize safety of principal and ligquidity; address investment diversification, yield,
and maturity and the quality and capability of investment management; and include a list of
the types of authorized investments in which the ‘investing entity’s funds may be invested,;
and the maximum allowable stated maturity of any individual investment owned by the entity.

The Public Funds’Investment Act (the Act) requires an annual audit of investment practices.
Audit procedures in this area,/conducted as a part of the audit of the basic financial
statements, disclosed that in<the areas of investment practices, management reports an
establishment of appropriate policies, the District adhered to the requirements of the Act.
Additionally; investment practices of,the District were in accordance with local policies.

The Act determines the types of investments which are allowable for the District. These
include, with certain'restrictions, (1) obligations of the U.S. Treasury, certain U.S. agencies,
and the State of Texas, (2) certificates of deposit, (3) certain municipal securities, (4) money
market savings accounts, (5) repurchase agreements, (6) bankers acceptances, (7) mutual
funds, (8) investment pools, (9) guaranteed investment contracts, and (10) common trust
funds.

NOTE 3¢ RISK MANAGEMENT

The District is exposed to various risks of loss related to torts, theft, damage or destruction
of assets, errors and omissions, injuries to employees, and natural disasters. During fiscal
year 2015, the District obtained general liability coverage through a commercial insurer, VFIS
of Texas. The District continues to carry commercial insurance for other risks of loss. There
were no significant reductions in commercial insurance coverage in the past fiscal year and
settled claims resulting from these risks have not exceeded coverage in any of the past three
fiscal years.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 1
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

NOTE 4: CAPITAL ASSETS

A summary of capital assets at December 31, 2015 is as follows:

BEGINNING ENDING
BALANCE INCREASE DECREASE BALANCE
Capital Assets not being Depreciated
Land $ 510,291 $ - % - % 5107291
Construction in Progress 1,808,129 435,861 (2,243,990) -
Total Capital Assets not
being Depreciated 2,318,420 435,861 (2,243,990) 510,291
Capital Assets being Depreciated
Station Building 981,456 2,243,990 - 3,225,446
Emergency Service Equipment 685,111 168,130 - 853,241
Total Capital Assets
being Depreciated 1,666,567 2,412,120 - 4,078,687
Less: Accumulated Depreciation
Station Building (63,386) (66,611) - (129,997)
Emergency Service Equipment (498,032) (91,560) - (589,592)
Total Accumulated Depreciation (561.,418) (158,171) - (719,589)
Total Capital Assets
being Depreciated,-Net 1,105,149 2,253,949 - 3,359,098

TOTAL CAPITAL ASSETS, NET $ 3,423,569« $ 2,689,810 $ (2,243,990) $ 3,869,389

Depreciation expense was charged to the public safety function for December 31, 2015 in the
amount of,$158,171.

NOTE 5: LONG-TERM DEBT

The District | entered| into a promissory note with Southside Bank for construction of a
substation in Indian Hills Estate. The note calls for annual payments of $98,078, with an
interest rate of 5.378%. The note is collateralized by the land and building.

The District entered into a promissory note with Broadway National Bank for construction of

the South Station 3. The note calls for annual payments of $230,700, with an interest rate of
3.125%. The note is collateralized by the building.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 1
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

NOTE 5: LONG-TERM DEBT (CONTINUED)

A summary of notes payable at December 31, 2015, is as follows:

AMOUNT
ORIGINAL BEGINNING ENDING DUE WITHIN
AMOUNT BALANCE ADDITIONS PAYMENTS BALANCE ONE YEAR

Southside Bank
Promissory Note -
Substation Purchase $ 750,000 $ 559,823 $ - $ (67,970) $ 491,853 $ 71,626
Broadway National Bank

Promissory Note -
Construction Loan 1,979,126 1,321,881 657,245 (1124,919) 1,866,207 174,893

TOTAL NOTES PAYABLE $ 2,729,126 $ 1,881,704 $ 657,245(' $ (180,889) $ 2,358,060 $ 246,519
Future payments on the promissory notes are as follows:

YEAR ENDED TOTAL
DECEMBER 31, PRINCIPAL INTEREST REQUIREMENTS
2016 $ 246,519 $ 82,259 $ 328,778
2017 255,916 72,862 328,778
2018 265,695 63,083 328,778
2019 275,874 52,904 328,778
2020 286,470 107,678 394,148
2021-2025 1,027,586 70,874 1,098,460
TOTALS $». 2,358,060 $ 449,660 $ 2,807,720

NOTE 6: FUND BALANCE

The District adopted GASB 54, Governmental Accounting Standards Board Statement Number
54 (GASB 54), Fund ‘Balance Reporting and Governmental Fund Type Definitions. The
statement provides guidance for fund balance categories and classifications and
governmental fund type definitions. GASB 54 changed the way we look at cash balances,
specifically reporting what cash balances, by major governmental fund type, are or are not
available for public purposes.

Five categories of cash balances were created and defined by GASB 54. These five categories
are as follows:

¢ Non-spendable - These funds are not available for expenditures based on legal or
contractual requirements. An example might be inventories and prepaid expenditures.

e Restricted - These funds are governed by externally enforceable restrictions.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 1
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

NOTE 6: FUND BALANCE (CONTINUED)

e Committed - Fund balances in this category are limited by the government’s highest
level of decision making (in this case the board). Any changes of this designation must
be done in the same manner that it was implemented. For example, if funds are
committed by resolution, the commitment could only be released with another
resolution.

e Assigned - For funds to be assigned, there must be an intended use whieh can be
established by the board or an official delegated by the council, such as anfadministrator
or finance director. For example, during the budget process, the board decided to use
some existing fund balance to support activities in the upcoming.year.

e Unassigned - This classification is the default for all funds that do not fit into the'other
categories.

Restricted amounts are considered to have been spent when expenditures are incurred for
purposes for which both restricted and unrestricted fund| balances are available. The
District’s policy is to apply expenditures against non-spendable fund balance, restricted fund
balance, committed fund balance, assigned fund balance and unassigned fund balance at the
end of the fiscal year.

NOTE 7: RELATED PARTY TRANSACTIONS

The District entered into a joint agreement with Bulverde=Spring Branch Emergency Services
(a non-profit organization) to_provide emergency medical services for the response area of
the District. Two (2) members of the Board of Commissioners also serve as voting members
of the board of the Bulverde-Spring,Branch Emergency Services. The District paid $1,920,000
to the Bulverde-Spring Branch Emergency Services in accordance with the joint agreement for
the fiscal year ended December 31, 2015.

NOTE 8: STEWARDSHIP;, COMPLIANCE AND ACCOUNTABILITY

For the year ended December 31, 2015, expenditures exceed appropriations in the general
fund by $369,072. These over expenditures were funded by the reserves in the Districts fund
balance.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 1
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCE — BUDGET AND ACTUAL ON A BUDGETARY BASIS — GENERAL FUND
FOR THE YEAR ENDED DECEMBER 31, 2015

VARIANCE
WITH FINAL
ORIGINAL BUDGETARY BUDGET
AND FINAL BASIS (1) POSITIVE
BUDGET ACTUAL (NEGATIVE)
REVENUES
Property Taxes $ 2,456,000 $ 2,528,842 $ 72,842
Interest 4,000 5,384 1,384
Total Revenues 2,460,000 2,534,226 74,226
EXPENDITURES
General and Administrative 41,000 38,651 2,349
Public Safety 1,920,000 1,926,157 (6,157)
Capital Outlay
Station Building - 435,861 (435,861)
Emergency Service Equipment 170,000 168,130 1,870
Debt Service:
Principal 180,889 180,889 -
Interest 148,111 79,384 68,727
Total Expenditures 2,460,000 2,829,072 (369,072)
Excess Revenues overExpenditures (294,846)
FUND BALANCE - JANUARY 1, 2015 606,339
ADJUSTMENTS TO RECONCILE BUDGET
BASIS. TO GAAP BASIS:
Note Proceeds not Budgeted 657,245
FUND BALANCE - DECEMBER 31, 2015 - GAAP BASIS $ 968,738

(1) The actual amounts have been adjusted to reflect the budgetary basis. For budgeting
purposes, the district does not budget expenditures for capital assets or note proceeds.
The_ difference is scheduled above to reconcile to the fund balance using the GAAP basis
of accounting.
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2ABIP

CERTIFIED PUBLIC ACCOUNTANTS AND ADVISORS

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Commissioners

Comal County Emergency Services
District No. 1

Spring Branch, Texas

We have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to financial'audits contained in Government
Auditing Standards, issued by the Comptroller.@eneral of theUnited States, the governmental
activities and the major fund of Comal County Emergency Service District No. 1 (the District) a
component unit of Comal County, Texas as of and, for the year ended December 31, 2015,
and the related notes to the financial statements, which collectively comprise the District’s
basic financial statements, and,have issued aur report thereon dated May 19, 2016.

Internal Control OverFinancial Reporting

In planning and performing our audit of the financial statements, we considered the District’s
internal control over financial.reporting (internal control) to determine the audit procedures
thatarerappropriate in thes€ircumstances far the purpose of expressing our opinions on the
financial statements, but not for thepurpose of expressing an opinion on the effectiveness of
the District’s internal control. Accordingly, we do not express an opinion on the effectiveness
of the District’s internal control.

A deficiency in internal control exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, misstatements on a timely basis. A material
weakness is'a deficiency or combination of deficiencies, in internal control, such that there is
a reasonable possibility that a material misstatement of the District’s financial statements will
not be prevented, or detected and corrected on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control
that might be material weaknesses or significant deficiencies. Given these limitations, during
our audit we did not identify any deficiencies in internal control that we consider to be
material weaknesses. However, material weaknesses may exist that have not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’s financial statements
are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, honcompliance with which
could have a direct and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance with those provisions was not an objective of
our audit, and accordingly, we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance or other matters that are required to be reported
under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing offinternal control
and compliance and the results of that testing, and not to providefan 'opinion on the
effectiveness of the District’s internal control or on compliance. .This report is an integral
part of the audit performed in accordance with Government Auditing Standards in
considering the District’s internal control and compliance. { Accordingly, this communication
is not suitable for any other purpose.

AR\ e

Certified Public Accountants
San Antonio, Texas

May 19, 2016
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Rick C. Reed
& COMPANY, PLLC

Certified Public Accountants

INDEPENDENT AUDITORS' REPORT

To the Board Members
Comal County Emergency Services District #2
Canyon Lake, TX

We have audited the accompanying financial statements of the governmental activities and the major fund of
Comal County Emergency Services District #2 (the District) as of and for the year ended Deeember 31, 2015,
and the related notes to the financial statements, which collectively comprise the Disttiet's basi¢ financial
statements as listed in the table of contents. The prior year comparative information shown on pages 9 and 11
has been derived from the Districts’ 2014 financial statements and, in ouf repoert dated May 22, 2015, we
expressed a qualified opinion on the respective financial statements ofithe governmental activities, each major
fund, and the aggregate remaining fund information.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fait presentation of these financial statements in accordance
with accounting principles gesierally aceepted in the United States of America; this includes the design,
implementation, and maifitenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibilityis to express opinions on these financial statements based on our audit. Except as discussed
in the qualified opinion paragraph below, we conducted our audit in accordance with auditing standards
generally accepted in the United States of America. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial staterients. The procedures selected depend on the auditor's judgment, including the assessment of
the risks©f material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity's preparation and fair presentation
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity's internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

352 LANDA
NEW BRAUNFELS, TX 78130
830 ¢ 625 » 8058 B30 » 625 « B225FAX
Website: www.reedcocpa.com

MEMBERQF AMERICAN INSTTEUTE OF CERTIFIED PUBLIC ACCOUNTANTS




We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions. '

Basis for Qualified Opinion on General Fund

We were unable to obtain the District's documents supporting the District's investment in building and
improvements, stated at a net book value of $85,461 at December 31, 2015 on the statement of net position,
nor were we able to satisfy ourselves as to this value of the building and improvements by other auditing
procedures.

Qualified Opinion

In our opinion, except for the effects of such adjustments, if any, as might have, been determined to be
necessary had we been able to examine evidence regarding the net bookdvalue of the building and
improvements, the financial statements referred to in the first paragraph present fairly, in all material respects,
the financial position of the governmental activities of the District as of December 31, 2015, and the changes in
financial position for the year then ended in conformity with accounting principles generally accepted in the
United States of America. '

Other Matters
Required Supplemental Information:

Accounting principles genefally accepted\in the United States of America tequire that the management's
discussion and analysi§'and budgetary comparison information on pages 3 through 6 and page 19 be presented
to supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Govemimental Accounting Standards Board, who considers it to be an essential
partof financial reporting for plécing thesbasic financial statements in an appropriate operational, economic, or
historical contexth We have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally ageepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the information for
consistency with management's responses to our inquiries, the basic financial statements, and other knowledge
we obtained during our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient evidence to
express an opinion or provide any assurance.

RM( W v‘(ﬁfawﬂw;/,i”e/(,c;

Rick C. Reed & Company, PLLC

May 26, 2016



COMAL COUNTY EMERGENCY SERVICES DISTRICT #2
MANAGEMENT'S DISCUSSION AND ANALYSIS

This section of Comal County Emergency Services District #2 ("ESD #2" "the District") annual financial report
presents management's discussion and analysis of the District's financial performance during the fiscal year

ended December 31, 2015. Please read it in conjunction with the District's financial statements, which follow
this section.

FINANCIAL HIGHLIGHTS
« ESD #2's total net position was $1,056,134 at December 31, 2015.

« Expenses for the year ended December 31, 2015 were $2,083,727. Revenue exceeded expenses by
$374,650.

OVERVIEW OF THE FINANCIAL STATEMENTS

ESD #2's Annual Financial Report consists of a series of financial statements and.a@companying notes, with
the primary focus being on the District as a whole. The Statement of Net/Position and the Statement of
Activities are government-wide financial statements that provide botheshort-term and long-term information
about the District's overall financial status. The fund financial statements report ESD #2's operations|in more
detail by providing information as to how services are financed in the short-term, as'well as the remaining
available resotrces for future spending, Additionally,the fund financial statemeants focus on major funds rather
than fund types. The District has one fund type which isthe general fund, This fund accounts for property tax
revenues which are collected monthly by Comal County on behalf of the District. ESD #2 was formed as a
subdivision of the State of Texas-as.an emergency services district under Health and Safety Code 776.
Effective June 17, 2011, Senat@Bill repealed Chapter 776 of the Texas Health & Safety Code and converted all
of the emergency serviees districts operating under Chapter 776 to districts operating under Chapter 773.

Government-Wide Financial Statements

The-Statenient of Net Positionand the Statement of Activities - Emergency services operating activities are
reported in these statements.

The Statement of Net Position and the Statemeént of Activities present a view of the District's financial
operations as a whole, reflcet all financial transactions, and provide information helpful in determining whether
the District's financial health ot position has improved or deteriorated as a result of the current year's activities.
Both of these statements are prepared using the full accrual basis of accounting similar to that used by most
private-sector companies. The Statement of Net Position includes all assets and liabilities, both short and long
term. The Statement of Activities reports all of the current year's revenues and expenses regardiess of when
cash iseceived or paid.

The two government-wide statements report ESD #2's net position, which represent the difference between
assets and (liabilities plus deferred inflows of resources). Over time, the increases or decreases in the District's
net position is an indicator of whether its financial health is improving ot deteriorating. Additionally, the
District's financial operating results are determined by the difference between the revenues and expenses. To
assess the overall health of the District, consideration should be given to additional non-financial factors such
as changes in the District's tax base.




COMAL COUNTY EMERGENCY SERVICES DISTRICT #2
MANAGEMENT'S DISCUSSION AND ANALYSIS

fund Financial Statements

Fund financial statements provide a detailed short-term view of ESD #2's operations, focusing on its most
significant or "major" fund, emergency service operations. The District has one fund -- a general fund.

Governmental Funds - The accounting for ESD #2's basic services is included in the governmental fund. The
measurement focus and basis of accounting used for reporting continues to be the modified accrual basis which
measures inflows and outflows of current financial resources and the remaining balances at year-end that are
available for spending. Furthermore, under this basis of accounting, changes in net spendable assets’are
normally recognized only to the extent that they are expected to have a near-term impact, while inflows are
recognized only if they are available to liquidate liabilities of the current period. Similarly, futire outtlows arc
typically recognized only if they represent a depletion of current financial resources. The District's
governmental fund is the General Fund. The differences in the amounts reporteddbetween the fund statements
and the government-wide statements are explained in the reconciliations previded on pages 10 and 12,

Notes to Financial Statements

The notes provide disclosures and additional information that are essential to_a‘full understanding of the
financial information presented in the government-wide and, fund financial statements.

Other Information

In addition to the basic financialStatements and accompanying notes, this report also provides certain required
supplementary informatiefi beginning on page 19.




COMAL COUNTY EMERGENCY SERVICES DISTRICT #2
MANAGEMENT'S DISCUSSION AND ANALYSIS

FINANCIAL ANALYSIS OF ESD #2 AS A WHOLE
A schedule of ESD #2's net position is summarized as follows:

2015 2014
Assets
Current Assets $2,339,012 $1,899,040
Capital assets, net 598,344 566,770
Total assets $2,937,356  §$2,465,810
Liabilities
Current liabilities:

Accounts payable $ 1,986 $ 1,987

Due to other government - 34,826
Noncurrent liabilities:

Long term debt - due in more than one year - -
Total liabilities 1,986 36,813
Deferred inflows of resources 1,879,236 1,747,513
Net position
Unrestricted 1,056,134 681,484
Total net position $ 1,056,134 § 681,484

At December 31, 2015 the District's current assets were comprised of 24% cash, 36% due from tax office, and
40% property taxes receivable.

ESD #2's total general revenues were $2,458,377 in 2015, an increase of 100% from the prior year. The
increase in revenue was attributable to a 33% increase in the property tax rate and the district is now collecting
the patient billings directly.| In'prior years, Emergency Services District #3 collected the patient billings and
applicd these payments to their operation budget, which in turn reduced the amount ESD #3 charged the district
for their servi€es. Substantially all of the District's revenue is from property taxes.

For the vear ended December 31, 2015, the total costs were $2,083,727, an increase of 57% over the prior year.
The increase was due mainly to the increase of $759,000 in EMS personnel cost in 2015, due to a restructuring
of how patient billings are handled. See above explanation regarding increase in revenue. Total costs included
$1,859,0000 paid to Emergency Service District #3 for personnel costs and $120,132 of depreciation expense,



COMAL COUNTY EMERGENCY SERVICES DISTRICT #2
MANAGEMENT'S DISCUSSION AND ANALYSIS

The following table summarizes the changes in the District's net position from its activities for the years ended
December 31, 2015 and 2014:

2015 2014
Revenues:

General Revenues $2,458377 §$1,226,743
Total revenues 2,458,377 1,226,743
Expenditures
General Government 224,727 223,998
Health & Human Services 1,859,000 1,100,000
Total expenses 2,083,727 1,323,998
Increase (Decrease) in net position 374,650 (97,255)
Beginning net position 681,484 778,739
Ending net position $ 1,056,134 8§ 681,484

CAPITAL ASSETS ADMINISTRATION
In February 2007 ESD #2 acquired all EMS related fixed assets from Canyon Lake Fire/EMS.

Investments in capital assets, net of accumulated depreciation, was $598,344 at December 31, 2015. Capital
assets include land, building and improvements, vehicles, and EMS equipment. The district acquired $156,963
in new capital assets during the cufrent year.

BUDGETARY HIGHEIGHTS

The Statement of Revenues, Expenditures and Changes in Fund Balanees on page 11 indicates General Fund
revenues.exceeded expenditures by.$337,358 and the fund balance at the end of the year was $415,314.

AGtnal revenues in 2015 weté more than budgeted amounts by $82,833, due mainly to under-estimated amount
of taxes and miscellaneous income to be collected. Bxpenditures were under budget in 2015 by $85,250 due
mainly to general government expenses being over budgeted. The budget was not amended during the year.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES
The property tax rate was $.045 per $100 property valuation in 2013 and 2014. The property tax rate for 2015
will change from/$.045 per $100 property tax valuation to $.06 per $100.

CONTACTING THE ESD's FINANCIAL MANAGEMENT

This financial report is designed to provide our taxpayers, patrons and creditors with a general overview of the
District's finances and to demonstrate the District's accountability for the money it receives. If you have

questions about this report or need additional financial information, contact ESD #2 at P.O. Box 2140, Canyon
Lake, Texas 78133.

The District entered into an intertocal service agreement with ESD #3 for a five year period from 2010 to 2014
for ESD #3 to continue providing emergency medical transport services to the District. The details of the
agreement are explained in Note E in the notes to the financial statements, The District renewed their interlocal
service agreement with ESD #3 for a five year period from 2015 through 2019. The interlocal service
agreement with ESD #3 will require that ESD #2 make monthly payments of $161,372 to ESD #3 for
providing services to the District for the year 2016.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT #2
STATEMENT OF NET POSITION

DECEMBER 31, 2015

Assets

Cash and cash equivalents

Cash with fiscal agent

Property tax receivable

Capital Assets, net of accumulated depreciation:
Land
Building and improvements
Vehicles
Equipment

11,950
85,461
344,122
156,811

Governmental
Activities

Total capital assets

Total assets

Liabilities
Accounts payable

Total liabilities
Deferred Inflow of Resources
Net Position

Net investment in capital assets

Unrestricted

Total net position

$ 570,333
837,823
930,856

598,344

§ 2,937,356

$ 1,986

1,986

1,879,236

598,344
457,790

$ 1,056,134

The accompanying notes are an integral part of the financial statements.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT #2
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2015

Governmental
Emergency Services Function, Activities
Expenses:
Health & human services $ 1,859,000
General government 224,727
Total expenses 2,083,727
General revenues:
Property tax 1,7465779
Penalties and interest - delinquent taxes 16,075
Interest income 274
Patient fees 652,574
Miscellaneous revenue 4,548
Unrestricted contributions 38,127
Total general revenues 2,458,377
Change in netiposition 374,650
Net position, beginning of year 681,484
Net position, end of year § 1,056,134

The accompanying notes are an integral part of the financial statements.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT #2

BALANCE SHEETS
DECEMBER 31, 2015 AND 2014

2015 2014
General General
Fund “Fund
Assets
Cash and cash equivalents $ 570,333 $ 299,091
Cash with fiscal agent 837,823 730,385
Property taxes receivable 930,856 869,564
Total assets $ 2,339,012 $ 1,899,040
Liabilities :
Accounts payable 1,986 1,987
Due to other governments - 34,826
Total liabilities 1,986 36,813
Deferred Inflow of Resources-unavailable
revenue-property taxes 1,921,712 1,784,271
Fund balances:
Unassigned , 415,314 77,956
Teotal fund balances 415,314 77,956
Total liabilities, deferred inflow of resources
and fund balances $ 2,339,012 $ 1,899,040

The accompanying notes are an integral part of the financial statements.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT #2
RECONCILIATION OF THE BALANCE SHEET OF
GOVERNMENTAL FUNDS TO THE STATEMENT OF NET POSITION
DECEMBER 31, 2015

Amounts reported for governmental activities in the
statement of net position are different because:
Fund balances of all governmental funds (Page 9) $ 415,314

Property taxes receivable unavailable to pay for current period
expenditures are deferred in the funds. 42,476

Capital assets used in governmental activities are not
spendable current financial resources and, therefore, are
not reported in the balance sheet of governmental funds. 598,344

Net position of governmental activities (Page 7) $ 1,056,134

The accompanying notes are an integral part of the financial statements,
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COMAL COUNTY EMERGENCY SERVICES DISTRICT #2
STATEMENTS OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
FOR THE YEARS ENDED DECEMBER 31, 2015 AND 2014

2015 2014
General Fund General Fund
Revenues:
Property tax revenue $ 1,741,061 $ 1,173,235
Penalties and Interest - delinquent taxes 16,075 17,957
Interest income 274 361
Patient fees 652,574 -
Miscellaneous revenue 4,548 8,245
Unrestricted contributions 38,127 32,708
Total revenues 2;452,659 1,232,506
Expenditures:
General government 09,338 116,955
Health & human services 1,859,000 1,100,000
Capital outlay 156,963 150,546
Total expenditures 2,115,301 1,367,501
Excess revenues over expenditures 337,358 (134,995)
Net change in fund balance 337,358 (134,995)
Fund balances, beginning of year 77,956 212,951
Fund balances, end of year $ 415,314 h) 77,956

The accompanying notes are an integral part of the financial statements.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT #2
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
DECEMBER 31, 2015

Net change in fund balances for all governmental funds (Page 11) $ 337,358
Amounts reported for governmental activities in the
statement of activities are different because:

Certain property tax revenues are deferred in the funds.
This is the change in these amounts this year. 5,718

Governmental funds report capital outlays as expenditures.
However, in the statement of activities , the cost of those
assets are depreciated over their useful lives.

Expenditures for capital assets 151,706
Current year's depreciation (120,132) . 31,574
Change in net position of governmental actiyities (Page 8) 3 374,650

The accompanying notes are an integral part of the financial statements.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT #2
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2015

A. Summary of Significant Accounting Policies

The financial statements of Comal County Emergency Services District #2 (the "District") have been prepared in
conformity with generally accepted accounting principles applicable to governmental units. The Governmental
Accounting Standards Board ("GASB") is the accepted standard setting body for establishing governmental
accounting and financial reporting principles.

1. Reporting Entity

The Board of Directors ("Board"), a five-member group, has governance responsibilities over all activities
related to emergency service operations within the jurisdiction of the District.«The Board is appointed by the
County of Comal, Texas and has the exclusive power and duty to governs® The District receives funding from
local government sources and must comply with the requirements‘of those funding entities. Hewever, the
District is included in the County of Comal, Texas' financial statements as a component unit and there are no
component units included within the reporting entity.

2. Basis of Presentation, Basis of Accounting

a.

Basis of Presentation

Government-wide Statements: The statement of net position and the statement of activities include the
financial activities of the overall government. Governmental activities generally are financed through
property tax revenue, which is all recorded as generalrévenue.

The statement of activities presents a single funection, emergency services, Direct expenses are those that
are specifically associated with a program ot function and, therefore, are clearly identifiable to a particular
function. Revenues_that are classified as general revenues include property tax, penalty and interest
collected on delinquent taxes receivable, interest income, and other miscellaneous revenue.

Fund Finaneial Statements: The fund financial statements provide information about the District's major
governmental fund:

General Fund: This is the District's operating fund. It accounts for all financial resources of the Distriet.

Meastrement Focus, Basis of Accounting

Government-wide Financial Statements: These financial statements are reported using the economic
resources measurement focus. The government-wide financial statements are reported using the accrual
basis of accounting. Revenues are recorded when earned and expenses are recorded at the time liabilities
are incurred, regardless of when the related cash flows take place. Nonexchange transactions, in which the
District gives (or receives) value without directly receiving (or giving) equal value in exchange, include
property taxes. On an accrual basis, revenue from property taxes is recognized in the fiscal year for which
the taxes are levied.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT #2
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2015

A. Summary of Significant Accounting Policies - continued

2, Basis of Presentation, Basis of Accounting - continued

b. Measurement Focus, Basis of Accounting - continued

Governmental Fund Financial Statements: Governmental funds are reported using the current financial
resources measurement focus and the modified accrual basis of accounting. Under this methoed, revenues
are recognized when measurable and available. The District considers all revenuesfreported in the
governmental funds to be available if the revenues are collected, except that_pfoperty tax revenue is
recognized in the year for which taxes have been levied. Revenues from local sources consist primarily of
property taxes, Property tax revenue is recognized when received. Miscellaneous revenues ate recorded
as revenue when received in cash because they are generallysfiot measurable until actually received.
Tnvestment earnings are recorded as carned, since they are both measurable and available. The District
records deferred revenue for property taxes collecied in advanee of the tax year“for which the taxes were
levied. Expenditures are recorded when thesfelated fund liability is<iheurred. General capital assct
acquisitions are reported as expenditures in governmental funds.

Property taxes are levied October 1 on the assessed value listed as of the prior January 1 for all real and
personal business property’in‘¢onformity with Subtitle E,of the Texas Property Code. Taxes are due on
receipt of the tax bill and are delinquent if not paid before February 1 of the year following the year in
which imposed. On January 1 each year, a tax liefi attaches to the property to secure the payment of all
taxes, penalties, and interest ultimately imposed.

Whennthe Distriet incur§ an expenditure or expense for which both restricted and unrestricted resources
may be used, it is the District's polieyito use restricted resources first, then unrestricted resources.

3. Cash and Cash Equivalents - The District eonsiders cash and cash equivalents to be cash in demand accounts,
certificates of deposit, savings accounts, and other investments with an original maturity of 3 months or less.

4. Receivable and Payable Balances - The District believes that sufficient detail of receivable and payable
balances is’ provided in the financial statements to avoid the obscuring of significant components by
aggregation, Therefore, no disclosure is provided which disaggregates those balances.

There are no significant receivables which are not scheduled for collection within one year of year end.

5. Capital Assets - Capital assets are shown at original cost. It is the District's policy to capitalize capital asset
expenditures that exceed $1,000. Donated assets are valued at their fair market value on the date donated.
Depreciation is calculated using the straight-line method and is based on useful lives of 7 to 39 years.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT #2
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2015

A. Summary of Significant Accounting Policies - continued

6. Deferred Inflows of Resources - In addition to liabilities, the statement of financial position will sometimes
repott a separate section for deferred inflows of resources. This separate financial statement element, deferred
inflows of resources, represents an acquisition of net position that applies to a future period and so will not be
recognized as an inflow of resources (revenue) until that time. The District has only one type of itemgwhich
arises only under a modified accrual basis of accounting, that qualifies for reporting in_this catcgory.
Accordingly, the item, unavailable revenue, is reported only in the governmental funds balance sheets. The
governmental funds report unavailable revenues from property taxes. These amounts are deferred and
recognized as an infow of resources in the period that the amounts become available.

The District adopted the provisions of GASB #63 Financial Reporting of Deferred Outflows of Resources,

Deferred Inflows of Resources and Net Position. The statement requires governments to account for deferred
outflows of resources, deferred inflows resources and net position as they relatesfo derivatives ‘and service
concession arrangements, Under the provisions of this statement, governments'will also present a Statement of
Net Position and changes the caption "Net Assets" to "Net Position",

The District adopted the provisions of GASB #65 Items Previously Reported as Assets and Liabilities. This
Statement establishes accountingrand financial| reporting standards that reclassify, as deferred outflows of
resources or deferred inflows of resources, certain items that were previously reported as assets and liabilities
and recognizes, asroutflows of resourees or inflows of resources, certain items that were previously reported as
assets and liabilities, At December/31, 2015, the District has $1,879,236 deferred inflows of resources on the
statement of net position, relating'to ad valorem taxes that are received or reported as a receivable before the
petiod for,which property taxes are-available. The District's financial reporting has been changed in conformity

7. Management's Use of Estimates - The pteparation of financial statements in conformity with generally accepted
accounting principles requires the District to make estimates and assumptions that affect certain reported
amounts and disclosures, Accordingly, actual results may differ from those estimates.

B. 'Deposits and Inyestments

The Distrief's funds are required to be deposited and invested under the terms of a depository contract, The
depository bank deposits for safekeeping and trust with the District's agent bank approved pledged securities, The
pledge of approved securities is waived only to the extent of the depository bank's dollar amount of Federal
Deposit Insurance Corporation ("FDIC") insurance.

Cash Deposits and Cash Equivalents:

At December 31, 2015, the carrying amount of the District's deposits (cash, certificates of deposit, and interest-
bearing savings accounts included in cash and cash equivalents) was $570,333 and the bank balance was $570,333.
The District's cash deposits for all twelve months exceeded the $250,000 FDIC coverage for at least one of its
financial institutions, and were uninsured and not collateralized.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT #2
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2015

B. Deposits and Investments - continued

Investments:

The GASB issued statement No. 40 "Deposits and Investment Risk Disclosures" which is effective for periods
beginning after June 15, 2004. GASB 40 not only addresses custodial credit risk as noted above, but other
common areas of investment risk as well, such as interest rate risk and credit risk.

Custodial Credit Risk

The District's investments are not categorized by level of risk assumed by the District because the District invests
in certificates of deposit.

Interest Rate Risk

The District manages its interest rate risk by using certificates of deposit, but by policy other \investments
purchased may not have a maturity longer than one year from date of purchase.

Concentration of Credit Risk

The District diversifies its investments in terms of investment instruments, maturity scheduling, and financial
institutions to reduce risk of lossresulting from over concentration of assets in a specific class of investments,
specific maturity or specific.issuer.

Credit Risk

The District's policy to manage credit risk is to invest in U.S. treasury or agency instruments, public funds
investment poels, certificates of deposits; and money market accounts.

The District is not exposed to foreign curreneyrisk.

The District is' required by Government Cade Chapter 2256, The Public Funds Investment Act, to adopt,
implement, and publicize' an investment policy. That policy must be written; primarily emphasize safety of
principal and liquidity; address investment diversification, yield, and maturity and the quality and capability of
invesiment management; and include a list of the types of authorized investments in which the investing entity's
funds may be invested; and the maximum allowable stated maturity of any individual investment owned by the
entity,

The Publie Funds Investment Act ("Act") requires an annual audit of investment practices. Audit procedures in
this area, conducted as a part of the audit of the general purpose financial statements, disclosed no areas of non-
compliance.

The Act determines the types of investments which are allowable for the District. These include, with certain
restrictions, (1) obligations of the U.S. Treasury, certain U.S. agencies, and the State of Texas, (2) certificates of
deposit, (3) certain municipal securities, (4) money market savings accounts, {5) repurchase agreements, (6)
bankers acceptances, (7) mutual funds, (8) investment pools, (9) guaranteed investment contracts, and (10)
common trust funds.

The District periodically invests in Certificates of Deposits with maturity dates not to exceed one year. The
District did not have amounts invested in three Certificates of Deposit at December 31, 2015.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT #2
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2015

C. Capital Assets
Capital asset activity for the year ended December 31, 2015, was as follows:

Beginning Ending
Balance Additions Disposals  Balance

Land $ 11950 % - % - § 11,950
Capital assets being depreciated
Building & improvements 189,632 - - 189,632
Equipment 307,859 44,698 (7,000) 345,557
Vehicles 571,919 112,265 | (34,442) 649,742

Total capital assets being depreciated 1,069,410 156,963 | (41,442) 1,184,931

Less accumulated depreciation for:

Building & improvements (98,043) (6,128) - (104,171)

Equipment (162,840) (29,289 3,383 (188,746)

Vehicles (253,707) (84,715) 32,802 (305,620)
Total accumulateddepreciation (514,590) (120,132) 36,185 (598,537)
Net assets being depreciated 554,820 36,831 (5,257) 586,394
Total capital assets, net $566,770 $ 36,831 $(5.257) $598,344

Depreciation expense in the amount of $120,132 was charged to the function of emergency service operations.

D. General Government Expense

The general government expense of $224,727 is the sum of the following categories of expenses:

Legal, accounting and professional services $ 15,685
General administration 54,953
Depreciation 120,132
Vehicle and equipment maintenance 33,957

$ 224,727

e T s—————
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COMAL COUNTY EMERGENCY SERVICES DISTRICT #2
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2015

E. Related Party Transactions

The District has executed an interlocal service agreement with ESD #3 for fiscal years 2015 through 2019 for
emergency medical transport services to be provided by ESD #3 to the District, in part using EMS equipment and
ambulances owned by the District. For 2015, the consideration paid by the District to ESD #3 for services was
$1,859,000.

F. Long-Term Liabilities

The district has no long-term liabilities at December 31, 2015.

The District incurred $0 of interest expense for the year ended December@31, 2015, no interest was capitalized for
the year.

G. Subsequent Events

The District has evaluated subsequent events through May 26; 2016, the date which the financial statements were
available to be issued. There are no subsequent events to be reported.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT #2
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL ON A BUDGETARY BASIS - GENERAL FUND

FOR THE YEAR ENDED DECEMBER 31, 2013

Revenues:
Cash on hand at 1/1/15
Property tax revenue
Sundry other income
Total revenues

Expenditures:
Capital outlay
General government
Health & human services
Contingencies - capital outlay
Total expenditures

Excess revenue over (under)expenditures

Fund balances, beginning of year
Fund balances, end of year - budgetary basis

Adjustmentsito reconcile budget basis to
GAAP basis:

Cash on hand at 1/1/15, net a current source of
revenue for GAAP purposes

Fund balances, end of year - Generally Accepted
Accounting Prineiples (GAAP) basis

Variance
Budgetary With Final
Basis (1) Budget
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
$ 116874 $ 116,874 § 299,091 $ 182217
1,679,316 1,679,316 1,741,061 61,745
690,510 690,510 711,598 21,088
2,486,700 2,486,700 2,751,750 265,050
115,400 115,400 115,400 -
186,151 186,151 104,595 81,556
1,859,000 1,859,000 1,859,000 -
40,000 40,000 36,306 3,694
2,200,551 2,200,551 2,115,301 85,250
286,149 286,149 636,449 350,300
77,956 77,956 77,956 -
$ 364,105 $ 364,105 § 714405 5 350,300
(299,091)
§ 415314

(1)The actual amodnts have been adjusted to reflect the budgetary basis. For budgeting purposes, the District considers
unrestricted cash on hand at January 1, 2015 to be a source of revenue, and the budgetary information is presented on

the cash basis.
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2ABIP

CERTIFIED PUBLIC ACCOUNTANTS AND ADVISORS

Independent Auditor’s Report

Board of Commissioners

Comal County Emergency Services
District No. 3

Canyon Lake, Texas

Report on Financial Statements

We have audited the accompanying financial statements of governmental activities'and the
general fund of the Comal County Emergency Services District No« 3 (the District), a
component unit of Comal County, Texas as of and for the year ended December 31; 2015,
and the related notes to the financial statements, which collectively comprise the District’s
basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility IS to express opinions on these financial statements based on our audit.
We' conducted our auditgin accordance with auditing standards generally accepted in the
United States of America and the »standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan‘and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, dncluding the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities and the general fund
of the Comal County Emergency Services District No. 3 as of December 31, 2015, and the
respective changes in financial position for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Emphasis of Matter

Change in Accounting Principle

As described in Note 1.B.9 to the financial statements, in 2015, Comal County Emergency
Services District No. 3 adopted new accounting guidance, GASB Statement No. 68 “Accounting
and Financial Reporting for Pensions — an Amendment of GASB Statement' No. 27.” Our
opinion is not modified with respect to this matter.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in_the United States of America require that ‘the
management’s discussion and analysis, budgetary comparison information, and TCDRS
pension schedules be presented to supplement\the basic, financial statements. Such
information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it  to be an essential part of
financial reporting for_placing the\basic financial statements in an appropriate operational,
economic, or historical context. ‘We have applied certain limited procedures to the required
supplementary information in accordance with-auditing standards generally accepted in the
United States of America, which/consisted of inquiries of management about the methods of
preparing the information and‘€omparing the information for consistency with management’s
responses,to our inquiries; the basic financial statements, and other knowledge we obtained
during our audit of the basic financial statements. We do not express an opinion or provide
any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
May 18, 2016 on our consideration of the Comal County Emergency Services District No. 3’s
internal _eontrol over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on
internal control over financial reporting or on compliance. That report is an integral part of
an audit performed in accordance with Government Auditing Standards in considering the
Comal County Emergency Services District No. 3’s internal control over financial reporting
and compliance.

AP

Certified Public Accountants
San Antonio, Texas
May 18, 2016



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 3
MANAGEMENT’S DISCUSSION AND ANALYSIS

This section of the Comal County Emergency Services District No. 3’s (the District) annual
financial report presents management’s discussion and analysis of the District’s financial
performance during the year ended December 31, 2015. Please read it in conjunction with
the District’s financial statements, which follow this section.

A. FINANCIAL HIGHLIGHTS

° The assets of the District exceeded its liabilities by $4,096,274 (net position) forsthe
fiscal year reported. This is an increase of $900,965 before the restatement of
beginning net position, in comparison to the prior year December 31, 2014.

° Governmental Accounting Standards Board Statement (GASB) Ne: 68 “Accounting and
Financial Reporting for Pensions — an Amendment of GASB'Statement No. 27,” went
into effect for the 2015 fiscal year. The major effects of the implementation is as
follows:

0 A decrease of beginning net position of $429,133, reflecting the effect of the
new standard to the District’s January 1, 2015 net position;

0 An increase to noncurrent liabilities, of $821,018 to record the net pension
liability;

o0 An increase to deferred outflows of resources of $333,488;

0 A decrease tospension expense of $58,397:

° Expenses«for the year ended December®31, 2015 were $4,778,349. Revenues
exceeded expenses (including depreciation) by $900,965. Included in expense is
$452,985 in depreciation.

B. OVERVIEW OF THE EINANCIAL STATEMENTS

The District was formed as a politicalhsubdivision of the State of Texas in July 2003 when
the existing Rural Fire Prevention District #4 (Health and Safety Code 794) was converted
by the State of Texas to an emergency services district under Health and Safety Code 775.
The District levies an eight (8) cent per $100 property valuation tax and collects a one (1)
cent sales tax for its jurisdiction. The District’s Annual Financial Report consists of a series
of financial statements and accompanying notes, with the primary focus being on the
Districtfas a whole. The statement of net position and the statement of activities are
government-wide financial statements that provide both short-term and long-term
information about the District's overall financial status. The fund financial statements
report the District’s operations in more detail by providing information as to how services
are financed in the short-term, as well as the remaining available resources for future
spending. Additionally, the fund financial statements focus on major funds rather than
fund types. The District has one fund, the General Fund. This fund accounts for property
tax revenues and sales tax revenues which are collected monthly on behalf of the District.
Comal County collects ad valorem property tax, and the State Comptroller’s office collects
the sales tax.



GOVERNMENT-WIDE FINANCIAL STATEMENTS

The Statement of Net Position and the Statement of Activities — Emergency services
operating activities are reported in these statements.

The statement of net position and the statement of activities present a view of the District’s
financial operations as a whole, reflect all financial transactions, and provide information
helpful in determining whether the District’s financial health or position has improved or
deteriorated as a result of the current year's activities. Both of these statements are prepared
using the full accrual basis of accounting similar to that used by most private-sector
companies. The statement of net position includes all assets and liabilities, both short and
long term as well as deferred outflows and inflows of resources. The statement of activities
reports all of the current year's revenues and expenses regardless of when cash is received or
paid.

The two government-wide statements report the District’s net positiongWhich represents the
difference between assets, deferred outflows of resources, liabilities; and deferred inflows of
resources. Over time, the increases or decreases in the District’s net position are an indicator
of whether its financial health is improving or deteriorating.

Additionally, the District’s financial operating results are determined” by the difference
between the revenues and expenses. To assess the overall financial health of the District,
consideration should be given to additional non=financial factors such as changes in the
District’s tax base.

FUND FINANCIAL STATEMENTS

Fund financial statements provide a detailed short-term view of the District’s operations,
focusing on its "major" fund. The Comal County Emergency,Services District No. 3 has one
fund - a general fund.

Governmental Funds -«The accounting for the District’s basic services is included in the
governmental fund. The measurement focus and basis of accounting used for reporting
continues to be the modified accrual basis'which measures inflows and outflows of current
financial resources and the remaining ‘balances at year-end that are available for spending.
Furthermore, under this basis of accounting, changes in net spendable assets are normally
recognized only to the extent that they are expected to have a near-term impact, while
inflows are recognized only if they are available to liquidate liabilities of the current period.
Similarly, future outflows are typically recognized only if they represent a depletion of current
financial resources. The District’s governmental fund is the General Fund. The differences in
the amounts reported between the fund statements and the government-wide statements are
explained in the reconciliations provided on pages 7 and 9.

NOTES TO FINANCIAL STATEMENTS
The notes provide disclosures and additional information that are essential to a full
understanding of the financial information presented in the government-wide and fund
financial statements. The notes to the financial statements are provided starting on page 10.

OTHER INFORMATION

In addition to the basic financial statements and accompanying notes, this report also
provides certain required supplementary information beginning on page 24.

3A



C. EINANACIAL ANALYSIS OF THE DISTRICT AS A WHOLE

The District had an unrestricted net position of $1,736,236 at December 31, 2015. This
is a $243,670 increase over last’s year’s unrestricted net position of $1,550,773. In
January 2015, the District paid off an existing station loan with cash received in fiscal year
2014 along with an increased receipt of property and sales taxes, capital asset changes
and associated depreciation of those capital assets which accounts for the change in net
position.

In accordance with GASB Statement No. 34, comparative analysis of government-wide
information from prior year to current year is presented.

Statement of Net Position
A schedule of the District’s net position is summarized as follows:

GOVERNMENTAL ACTIVITIES

2015 2014
ASSETS
Current Assets $ 5,168,588 $.6,515,252
Capital Assets, Net 5,567,097 5,810,691
TOTAL ASSETS 10,735,685 12,325,943
DEFERRED OUTFLOWS-OF RESOWURCES 333,488 197,676
LIABILITIES
Current Liabilities 2,409,432 3,964,161
Non-current Liabilities 3,378,549 4,118,168
TOTAL LIABILITIES 5,787,981 8,082,329
DEFERRED INFLOWS OF RESOURCES 1,184,918 1,245,981
NET POSITION
Net Investment in Capital Assets 2,360,038 1,644,536
Unrestricted Net Position 1,736,236 1,550,773
TOTAL NET POSITION $ 4,096,274 $ 3,195,309

Statement of Activities

The District’s total revenues were $5,679,314 in 2015. In 2015, 41% of the total revenue
came from ad valorem property taxes, 22% of revenue came from sales tax. In addition,
33% came from payments from Emergency Services District No. 2 for Emergency Medical
Services (EMS) operations, charges for services were 3%, and the remaining 1% was from
other income and investment earnings.

For the year ended December 31, 2015, the total expenditures were $4,778,349 including
$452,985 of depreciation expense and $469,935 of general government expenses.

3B



C. FINANACIAL ANALYSIS OF THE DISTRICT AS A WHOLE (CONTINUED)

The following table summarizes the changes in the District’s net position from its
activities for the years ended December 31:

GOVERNMENTAL ACTIVITIES

2015 2014
REVENUES
Program Revenues $ 1,986,002 $ 1,774,427
General Revenues 3,693,312 3,212,212
TOTAL REVENUES $ 5,679,314 $ 4,986,639
EXPENSES
Public Safety $ 4,142,810
General Government 469,935

Loss on Disposal
Interest on Debt

TOTAL EXPENSES

INCREASE IN NET POSITION

The following chart is come for the year ended

December 31, 20

Property Tax
41%

Gainon Disposal of
Assets
2%

Interest Income
0,
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D. CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

Net investment in capital assets was $2,360,038 at December 31, 2015. Capital assets
include land, buildings and improvements, vehicles, and firefighting equipment. The
significant additions for the year were the purchase of a brush truck, communication
equipment, and operational equipment for firefighters. The following table shows capital
assets for 2015 with comparison for 2014.

GOVERNMENTAL ACTIVITIES

2015 2014

Land $ 63,194 $ 63,194
Building and Improvements 4,889,365 4,887,886
Equipment 1,283,827 1,219,022
Vehicles 3,189,180 3,116,387
Total Capital Assets 9,425,566 9,286,489
Accumulated Depreciation (3,858,469) (8,475,798)
CAPITAL ASSETS - NET $ 5,567,097 $ 5,810,691

Long-Term Debt

At the end of 2045, the District had notes payable of $3,207,059 for the purchase of
various pieces’ of equipment, buildings, and«<vehicles., During 2015, the District paid
$1,929,785 to complete a 2014 refinancing of two “fire, stations’ notes. In 2016, the
District budgeted and paid_off another debt service note early; the balance at December
31,2015 for this note was $373,336.

GOVERNMENTAL ACTIVITIES

2015 2014
Capital Leases $ - $ 321,534
Notes Payable 3,207,059 5,653,610
TOTAL DEBT $ 3,207,059 $ 5,875,144

If“fmore detailed information is desired on the District’s capital asset and debt activity
please refer to the notes to the financial statements starting on page 10.

E. ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The ad valorem property tax rate in 2015 was $0.08000 per $100 property valuation
which was not changed from the prior year, however resulted in an increase in revenue for
the year. The sales tax revenues also increased 9.5% from the 2014 collections.
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E. ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES (CONTINUED)

The 2016 property tax rate remained at $0.08000 per $100 property valuation. Effective
January 1, 2015, the District entered into a new Interlocal agreement for fiscal years
2015-2019 with the Comal County ESD No. 2 with an increased fee for emergency
medical services payable to the District. Further, the District will no longer collect patient
receivables for emergency medical services.

BUDGETARY HIGHLIGHTS

Actual revenues in 2015 were more than budgeted amounts by $650,753. Expenditures
were under budget in 2015 by $89,407 primarily due to unspent capital expenditures.

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide our taxpayers, patronssand creditors with a
general overview of the District’s finances and to demonstrate the District’s accountability
for the money it receives. If you have questions about_this report or need additional
financial information, contact the Treasurer at 830-907-2922, at Post Office Box 2140,
Canyon Lake, Texas 78133.

3E



BASIC FINANC

The basic financial statements include integ i statements as required by
the GASB. The sets of staten include:

cial state
of the be

ts are included to provide information that is
financial statements.



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 3
STATEMENT OF NET POSITION — GOVERNMENTAL ACTIVITIES

DECEMBER 31, 2015

ASSETS
Cash and Cash Equivalents
Investments
Cash with Fiscal Agent - Tax Assessor Collector
Receivables - Property Taxes
Current Taxes Receivable
Delinquent Taxes Receivable
Capital Assets:
Land
Buildings and Improvements
Vehicles and Equipment

TOTAL ASSETS

DEFERRED OUTFLOWS OF RESOURCES
Deferred Outflows of Resources - TCDRS

LIABILITIES
Accounts Payable
Accrued Expenses
Compensated Absences
Due to State
Unearned Revenue - Property Taxes
Non-current Liabilities
Due within One Year
Due'in more than One Year
Net Pension Liability

TOTAL LIABILITIES

DEFERRED INFLOWS OF RESOURCES
Current Property Taxes Levied for Subsequent Period

NET POSITION
Net Investment in Capital Assets
Unrestricted

TOTAL NET POSITION

(The Accompanying Notes are an Integral Part of the Financial Statements)

2,273,717
700,000
940,867

1,184,918
69,086

63,194
4,024,456
1,479,447

10,735,685

333,488

50,004
242,552
65,444
11,664
1,390,240

649,528
2,557,531
821,018

5,787,981

1,184,918

2,360,038
1,736,236

4,096,274




COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 3

STATEMENT OF ACTIVITIES — GOVERNMENTAL ACTIVITIES

FOR THE YEAR ENDED DECEMBER 31, 2015

EXPENSES
Public Safety
General Government
Interest on Debt

Total Expenses

PROGRAM REVENUES
Intergovernmental Payments
Charges for Services
Operating Contributions

Total Program Revenues

Net Expense

GENERAL REVENUES
Property Tax
Sales Tax
Gain on Disposals of Asset
Interest Income

Total General Reven

Change in Ne

NET POSITION - JA

$ 4,142,810
469,935
165,604

4,778,349

3,693,312
900,965
3,624,442

(429,133)

3,195,309

$ 4,096,274

(The Accompanying Notes are an Integral Part of the Financial Statements) 5



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 3
BALANCE SHEET — GOVERNMENTAL FUND
DECEMBER 31, 2015

ASSETS
Cash and Cash Equivalents
Investments
Cash with Fiscal Agent - Tax Assessor Collector
Receivables - Property Taxes
Current Taxes Receivable
Delinquent Taxes Receivable

TOTAL ASSETS

LIABILITIES
Accounts Payable
Accrued Expenses
Due to State
Unearned Revenue - Property Taxes

TOTAL LIABILITIES

DEFERRED INFLOWS OF RESOURCES

Current Property Taxes Levied for Subsequent Period
Delinquent Property Taxes

TOTAL DEFERRED INFLOWS OF RESROUCES

FUND BALANCE
Unassigned

Total'Fund Balance

TOTAL LIABILITIES, DEFERRED INFLOWS OF RESOURCES, AND
FUND BALANCE

(The Accompanying Notes are an Integral Part of the Financial Statements)

$ 2,273,717

700,000
940,867

1,184,918
69,086

5,168,588

50,004
273,478
11,664
1,390,240

1,725,386

1,184,918
69,086

1,254,004

2,189,198

2,189,198

$ 5,168,588




COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 3
RECONCILIATION OF THE BALANCE SHEET - GOVERNMENTAL FUND
TO THE STATEMENT OF NET POSITION — GOVERNMENTAL ACTIVITIES
DECEMBER 31, 2015

TOTAL FUND BALANCE - GOVERNMENTAL FUND $ 2,189,198

Amounts reported for governmental activities in the statement of
net position are different because:

Capital assets used in governmental activities are not spendable
current financial resources and, therefore, are not reported in
the balance sheet of governmental funds. 5,567,097

Delinquent property taxes deferred in the funds are recognized as revenue
in the governmental activities. 69,086

Interest expense accrued on long-term debt is not reported in the funds. 30,926

Accrued vacation leave payable is not due and payable in the current
period and, therefore, is not reported in the funds. (65,444)

Recognition of the District's net pension liability required by GASB
Statement No. 68 and the.changes in deferred outflows of resources
related to the TCDRSdiability is not reported in the funds:

Net Pension Liability (821,018)
Deferred Outflows of Resources - TCDRS 333,488 (487,530)

Payables for loans which aré not. due in the current period
are not reported in the funds. (3,207,059)

TOTALNET POSITION - GOVERNMENTAL ACTIVITIES $ 4,096,274

(The Accompanying Notes are an Integral Part of the Financial Statements) 7



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 3
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND
BALANCE — GOVERNMENTAL FUND
FOR THE YEAR ENDED DECEMBER 31, 2015

REVENUES
Property Tax Revenue $ 2,344,080
Sales Tax Revenue 1,266,653

Charges for Services
Intergovernmental Payments
Operating Contributions
Other Income

Interest

Total Revenues

EXPENDITURES

Public Safety
General Government
Capital Outlay
Debt Service:

Principal

Interest

Total Expenditures

182,450
7,221,832

(1,478,290)
3,667,488

$ 2,189,108

(The Accompanying Notes are an Integral Part of the Financial Statements) 8



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 3
RECONCILIATION OF CHANGE IN NET POSITION — GOVERNMENTAL ACTIVITIES
AND CHANGE IN FUND BALANCE - GOVERNMENTAL FUND
FOR THE YEAR ENDED DECEMBER 31, 2015

NET CHANGE IN FUND BALANCE $ (1,478,290)

Amounts reported for governmental activities in the statement of
activities are different because:

Governmental funds report capital outlays as expenditures ($275,135).
However, in the statement of activities the cost of those assets is
allocated over their estimated useful lives and reported as depreciation
expense ($452,985) as well as the disposals of assets with remaining
costs of ($65,744). This is the amount by which depreciation expense
exceeded capital outlays in the period. (243,594)

Delinquent property tax revenues are deferred in the funds. This is
the change in these amounts this year. 1,516

Accrued interest payable is not an expense in the funds. This is
the change in these amounts this year. 16,846

Accrued vacation leave payable.is not an expense in the funds. This
is the change in this amount this year. (5,201)

The change in nét pension liability and deferred outflows related, to
the District's net pension liabilty/is not expensed in the funds. This

is the change in this amount this year. (58,397)
Payments and borrowings on long-term debt is not reported as

an expenditure on the statement of activities. 2,668,085

CHANGE IN NET PQOSITION OF GOVERNMENTAL ACTIVITIES $ 900,965

(The Accompanying Notes are an Integral Part of the Financial Statements) 9



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 3
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2015

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of Comal County Emergency Services District No. 3 (the District)
have been prepared in conformity with generally accepted accounting principles applicable to
governmental units. The Governmental Accounting Standards Board (GASB) is the accepted
standard setting body for establishing governmental accounting and financial reporting
principles.

A.

2.

Reporting Entity

The five-member Board of Commissioners has governance responsibilities over all
activities related to fire emergency service operations within the jurisdiction ‘of the
District. The Board is appointed by the Commissioner’s«Court of Comal County, Texas
and has the exclusive power and duty to govern. The District receives funding from local
and state government sources and must comply with the requirementsqof those funding
entities. However, the District is included in the County of Comal, Texas’ financial
statements as a component unit and there are no componentaunits included within the
reporting entity.

Basis of Presentation, Basis of Accounting

1. Basis of Presentation

Government-wide Statements: The statement of net position and the statement of
activities| include the financial activities of the overall government. Governmental
activities generally are financed through taxes and intergovernmental payments.

The statement of activities presents a single function, emergency services. Direct
expenses are those that are specifically associated with a program or function and,
therefore, are clearly identifiable to a particular function. Program revenues include
(a) intergovernmental payments, fees, fines and charges paid for goods and services
offered by the programs and (b) grants and contributions that are restricted to
meeting the operational or capital requirements of a particular program. Revenues
that/are not classified as program revenues, including property tax, sales tax, and
interest income are presented as general revenues.

Fund Financial Statements: The fund financial statements provide information about
the District’s major governmental fund:

General Fund - This is the District’s operating fund. It accounts for all financial
resources of the District.

Measurement Focus, Basis of Accounting

Government-wide Financial Statements: These financial statements are reported
using the economic resources measurement focus. The government-wide statements
are reported using the accrual basis of accounting. Revenues are recorded when
earned and expenses are recorded at the time liabilities are incurred, regardless of
when the related cash flows take place.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 3
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Basis of Presentation, Basis of Accounting (Continued)

2.

Measurement Focus, Basis of Accounting (Continued)

Non-exchange transactions, in which the District gives (or receives) value without
directly receiving (or giving) equal value in exchange, include property taxes, sales
taxes, grants and contributions. On an accrual basis, revenue from property taxes
and sales taxes are recognized in the fiscal year for which the taxes are levied.
Revenue from grants and contributions is recognized in the_fiscal year in which all
eligibility requirements have been satisfied.

Governmental Fund Financial Statements: Governmental funds are reported 'using
the current financial resources measurement focus and the modified accrual basis of
accounting. Under this method, revenues are recognized when measurable ‘and
available. Revenues from local sources consist primarily of property taxes and sales
taxes. Property tax for the current/ year’s levy and sales tax revenue is recognized
when received. Miscellaneous revenues are recorded as revenue when received in
cash because they are generally not measurable until actually received. Investment
earnings are recordedvas earned, since they.are both measurable and available.
Expenditures_aré recorded when the related fund liability is incurred. General capital
asset acquisitions are reported as expenditures in governmental funds.

When the District incurs an expenditure or expense for which both restricted and
unrestricted resources' may be used, it is the District’s practice to use restricted
resources first, then unrestricted resources.

Cash and Cash Equivalents

The ' District ‘considers cash and cash equivalents to be cash in demand accounts,
certificates of deposit, savings accounts, and other investments with an original
maturity of three (3) months or less.

Property Taxes

Property taxes are levied by October 1 on the assessed value listed as of the prior
January 1 for all real and business personal property in conformity with Subtitle E,
Texas Property Tax Code. Taxes are due on receipt of the tax bill and are delinquent
if not paid before February 1 of the year following the year in which imposed. On
January 1 of each year, a tax lien attaches to the property to secure the payment of
all taxes, penalties, and interest ultimately imposed. Although the District’s 2015 ad
valorem taxes is levied on October 1, 2015, it is the District’s policy to recognize
revenues from the October 1 tax levy in the calendar year when the proceeds of this
levy are budgeted and made available for the District’s operations. The collections
on the October 1, 2015 levy are considered unearned until the subsequent calendar
year. The remaining receivable on unpaid levies are reported as deferred inflows of
resources at year-end. No allowance for doubtful accounts is considered necessary at
this time.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 3
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B.

Basis of Presentation, Basis of Accounting (Continued)

5.

Capital Assets

Capital assets are shown at original cost. Donated assets are valued at their‘fair
market value on the date donated. Depreciation is calculated using the straight-line
method and is based on estimated useful lives of 5 to 40 years.

Receivable and Payable Balances

The District believes that sufficient detail of receivable and payable balances is
provided in the financial statements to avoid the obseuring of significant components
by aggregation. Therefore, no disclosure is provided which disaggregates those
balances. There are no significant receivables which are not scheduled for collection
within one year of year end.

Management’s Use of Estimates

The preparation of financial statements  in, conformity with generally accepted
accounting principlés requires the District to make estimates and assumptions that
affect certaingreported amounts and disclosures. Accardingly, actual results may
differ from those estimates.

Compensated Absences

Vested or accumulated, vacation /leave that is expected to be liquidated with
expendable available resourees is reported as an expenditure and fund liability of the
governmental fund that will pay for it. Amounts vested or accumulated vacation
leave that is not expected to be liquidated with expendable available financial
resources are reported in the government wide statements. Accumulated vacation
pay at December 31, 2015 of $65,444 has been recorded in the statement of net
position.

GASB Implementation

During 2015, the District changed accounting policies related to reporting of net
pension liability and deferred outflows of resources in the statement of financial
position by adopting GASB Statement No. 68 “Accounting and Financial Reporting for
Pensions — an Amendment of GASB Statement No. 27.” Accordingly, the effect of the
accounting change is reported on the statement of net position and the statement of
activities for the current year.

NOTE 2: DEPOSITS AND INVESTMENTS

The District's funds are required to be deposited and invested under the terms of a
depository contract. The depository bank deposits for safekeeping and trust with the
District's agent bank approved pledged securities. The pledge of approved securities is

waived only to the extent of the depository bank's dollar amount of Federal Deposit Insurance

Corporation (FDIC) insurance.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 3
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

NOTE 2: DEPOSITS AND INVESTMENTS (CONTINUED)

A.

Cash Deposits and Cash Equivalents:

At December 31, 2015, the carrying amount of the District’s deposits (cash, certificates
of deposit, and interest-bearing savings accounts included in cash and cash equivalents)
was $2,973,717 and the bank balance was $3,044,966.

Deposits and Investment Risk

The GASB issued Statement No. 40, “Deposits and Investment Risk Disclosures”. | The
GASB 40 disclosures below address common areas of investment.risk.

1.

Custodial Credit Risk

Deposits are exposed to custodial credit risk if they are not covered by depository
insurance and the deposits are uncollateralized, collateralized with securities held by
the pledging financial institution, for collateralized with® securities held by the
pledging financial institution’s trust department or agent but not in the District’s
name.

Investment securities are exposed to custodial credit risk if the securities are
uninsured, are not registered in the name of.the government, and are held by either
the counterparty or the| counterparty’s trust department or agent but not in the
District’s name.

At year-end and _per District policy all funds were in the District’s name and
collateralized with securities that maintain a continuous rating of no lower than AAA
or AAA-m or an equivalent rating by at least one nationally recognized rating service.
The Districtwas not exposed to custodial credit risk.

Interest Rate Risk

The District manages its interest rate risk by using certificates of deposit, but by
policy other investments purchased may not have a maturity longer than one year
from date of purchase.

Concentration of Credit Risk

The District diversifies its investments in terms of investment instruments, maturity
scheduling, and financial institutions to reduce risk of loss resulting from over
concentration of assets in a specific class of investments, specific maturity or specific
issuer.

Credit Risk

The Certificates of Deposit are not rated. The District’s policy to manage credit risk
is to invest in U. S. treasury or agency instruments, public funds investment pools,
certificates of deposits, and money market accounts. The District is not exposed to
foreign currency risk.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 3
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

NOTE 2: DEPOSITS AND INVESTMENTS (CONTINUED)

B.

Deposits and Investment Risk (Continued)

4.

Credit Risk (Continued)

The District is required by Government Code Chapter 2256, The Public Funds
Investment Act, to adopt by rule, order, ordinance, or resolution, as appropriate; a
written investment policy regarding the investment of its funds and funds_under its
control. That policy must be written; primarily emphasize safety of principal and
liquidity; address investment diversification, yield, and maturity and‘the quality and
capability of investment management; and include a list of the‘types of authorized
investments in which the investing entity’s funds may be invested; and the maximum
allowable stated maturity of any individual investment.ewned by the entity.

The Public Funds Investment Act (the Act) requires an annual audit of investment
practices. Audit procedures in this area, conducted as a part of the audit of the basic
financial statements, disclosed that\, in the areas ofsinvestment practices,
management reports, and establishment of appropriate policies, the District adhered
to the requirements of the Act. Additionally, investment practices of the District were
in accordance with local policies.

The Act determines the types of investments which are allowable for the District.
These include; with certain restrictions, (1) obligations of the U.S. Treasury, certain
U.S. agencies, and the State of Texas, (2)«certificates of deposit, (3) certain municipal
securities, (4) money market savings accounts; (5) repurchase agreements, (6)
bankers ‘acceptances,«(7) mutual' funds, (8) investment pools, (9) guaranteed
investment contracts, and (10) common trust funds.

A breakdown of the “Districts cash, cash equivalents, and investments at
December 31, 2015 are shown below:

DAYS TO
FACE MARKET RATING MATURITY
Included in Cash and Cash Equivalents
Money Market Account $ 1,514,098 n/a n/a
Checking Accounts 359,619 n/a n/a

CD/Security State Bank 100,000 100,000 Not rated 2
€D Security State Bank 100,000 100,000 Not rated 81
CD Security State Bank 100,000 100,000 Not rated 81
CD Security State Bank 100,000 100,000 Not rated 81

TOTAL CASH AND CASH EQUIVALENTS $ 2,273,717

Included in Investments

CD Security State Bank $ 100,000 $ 100,000 Not rated 91
CD Security State Bank 100,000 100,000 Not rated 93
CD Security State Bank 100,000 100,000 Not rated 114
CD Security State Bank 100,000 100,000 Not rated 184
CD Security State Bank 100,000 100,000 Not rated 233
CD Security State Bank 100,000 100,000 Not rated 286
CD Security State Bank 100,000 100,000 Not rated 286

Total Investments 700,000

TOTAL CASH AND INVESTMENTS $ 2,973,717
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COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 3
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

NOTE 3: CAPITAL ASSETS

Capital asset activity for the year ended December 31, 2015, was as follows:

BEGINNING RECLASS AND RECLASS AND ENDING
BALANCE ADDITIONS DISPOSALS BALANCE
Capital Assets, Not Being Depreciated
Land $ 63,194 3 - $ - $ 63,194
Capital Assets, Being Depreciated
Building and Improvements 4,887,886 4,164 (2,685) 4,889,365
Equipment 1,219,022 113,319 (48,514) 1,283,827
Vehicles 3,116,387 157,652 (84,859) 3,189,180
Total Capital Assets,
being Depreciated 9,223,295 275,135 (136,058) 9,362,372
Less: Accumulated Depreciation
Building and Improvements (726,372) (140,319) 1,782 (864,909)
Equipment (829,878) (142,149) 23,419 (948,608)
Vehicles (1,919,548) (170,517 45,113 (2,044,952)
Total Accumulated Depreciation (3,475,798) (452,985) 70,314 (3,858,469)
Total Capital Assets, Being
DPepreciated - Net 5,747,497 (177,850) (65,744) 5,503,903
TOTAL CAPITAL ASSETS - NET $5,810,691 $ (177,850) $ (65,744) $ 5,567,097

Depreciation, was charged to the function of public safety for $439,404 and $13,581 was
charged to general government.

NOTE 4: DUE TO STATE

The Texas State Comptroller’s office determined that the District had been remitted sales
taxes.that it was not entitled to in the original amount of $116,662. The State has agreed to
an interest-free repayment program over a five year period which began in July, 2011.
Amount due to the Texas State Comptroller as of December 31, 2015 was $11,664.

NOTE 5: LONG-TERM DEBT OBLIGATIONS

Long-term obligations include capital leases and notes payable. In 2014, the District secured
a consolidated loan for two (2) existing stations at the lower interest rate of 3.22% compared
to the previous two loans being 4.8% and 5.18% and decreased the term to only 10 years
remaining. In 2015, the district paid $1,929,785 to complete the refinancing of the two (2)
fire stations as well as paid off an existing capital lease for their fire rescue boat in the
amount of $373,336. The payoff of the capital lease and refinancing of the stations saved the
District approximately $359,800 in interest.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 3
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

NOTE 5: LONG-TERM DEBT OBLIGATIONS (CONTINUED)

Changes in long-term obligations for the year ended December 31, 2015, are as follows:

AMOUNT
ORIGINAL BEGINNING ENDING DUE WITHIN
AMOUNT BALANCE ADDITIONS PAYMENTS BALANCE ONE YEAR
Loans
Wells Fargo $2,450,000 $1,929,785 % - $(1,929,785) $ - % -
Government Capital Corp. 700,000 439,811 - (66,475) 373,336 373,336
Government Capital Corp. 3,184,014 3,184,014 - (350,291) 2,833,723 276,192
Total Loans 7,984,014 5,553,610 - (2,346,551) 3,207,059 649,528
Capital leases
Sun Trust 398,000 321,534 - (321,534) - -
Total Capital Leases 398,000 321,534 - (321,534) - -
TOTAL DEBT $8,382,014 $5,875,144 $ - $(2,668,085) «$ 3,207,059 $ 649,528

Loan commitments, with an interest rate ranging from 3.242% to 3.899%, are as follows:

PRINCIPAL INTEREST TOTAL

2016 $ 649,528 $ 109,986 $ 759,514
2017 285,147 82,923 368,070
2018 294,393 73,677 368,070
2019 303,938 64,132 368,070
2020 313,792 54,278 368,070
2021-2025 1,360,261 112,018 1,472,279
$ 3,207,059 $ 497,014 $ 3,704,073

NOTE 6:

INTERGOVERNMENTAL REVENUES

The District contracts with Comal County Emergency Services District No. 2 through an
InterlocaldAgreement to provide Emergency Medical Services Operations to the Canyon Lake
community. This agreement went into effect January 1, 2015 and will expire on
December 31, 2019. Payments under this agreement were $1,859,000 for fiscal year 2015.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 3
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

NOTE 7: FUND BALANCE

The District adopted Governmental Accounting Standards Board Statement Number 54 (GASB
54), Fund Balance Reporting and Governmental Fund Type Definitions. The statement
provides guidance for fund balance categories and classifications and governmental fund
type definitions. GASB 54 changed the way we look at cash balances, specifically reporting
what cash balances, by major governmental fund type, are or are not available for_public
purposes. Five categories of cash balances were created and defined by GASB 54.

These five categories are as follows:

e Non-spendable - These funds are not available for expenditures based on legal or
contractual requirements. An example might be inventories and prepaid expenditures.

o Restricted - These funds are governed by externally enforceable restrictions.

e Committed - Fund balances in this catégory are limited by the government’s highest
level of decision making (in this case the Board). Any changes of this designation must
be done in the same manner that it was implemented. For example, if funds are
committed by resolution, the commitment could only be released with another
resolution.

¢ Assigned - _For funds to be assigned, there.must be an intended use which can be
established by the Board or an official delegated by the board, such as an
administrator or finance director. For example, during the budget process, the Board
decided to'use some existing fund balance to support activities in the upcoming year.

e Unassigned = This classification is the default for all funds that do not fit into the other
categories.

Restricted amounts are considered to have been spent when an expenditure is incurred for
purposes for which ‘both restricted and unrestricted fund balances are available. The
District’s policy is to apply expenditures against non-spendable fund balance, restricted fund
balance, committed fund balance, assigned fund balance and unassigned fund balance at the
end of the fiscal year.

NOTE 8:¢PENSION PLAN

A. Plan Description

Beginning in June 2009, the District began participation in the statewide Texas County and
District Retirement System (TCDRS).

The District’s pension plan is a non-traditional, joint contributory, defined benefit plan. The
District, as an employer, provides retirement, disability, and death benefits for all its full-time
employees through a nontraditional defined-benefit pension plan in the statewide Texas
County and District Retirement System. The plan is a statewide, multi-employer, public
employee retirement system consisting of over 600 employers.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 3
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

NOTE 8: PENSION PLAN (CONTINUED)

B  Benefits Provided

The plan provisions for the District are adopted by the District Commissioners within the
options available in the Texas state statutes governing TCDRS. Members can retire with 20
years of service regardless of age; or when the sum of their ages and years of service equals
80 or more. Members are vested after 10 years of service but their accumulated depositstand
allocated interest must remain in the plan to receive any employer financed® benefit.
Members who withdraw their personal account balance in a lump sum prior toretirement are
not entitled to any amounts contributed by the District.

Benefit amounts are determined by the sum of the employee’s contributions to the plan, with
interest, and 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 defined 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.

Employees Covered by Benéfit Terms

At the December 31, 2014 valuation and measurement date, the following employees were
covered by the benefit terms:

Inactive Employees or Beneficiaries currently Receiving Benefits 0
Inactive Employees-entitled to but Not Yet Receiving Benefits 22
Active Employees 50

Total _72

C. Contributions

The contributions rates for employees in TCDRS are either 4%, 5%, 6%, or 7% of employees
gross earnings, as adopted by the employer’s governing body. Participating employers are
required to contribute at actuarially determined rates to ensure adequate funding for each
employer’séplan. Employer contribution rates are determined annually and approved by the
TCDRS Board of Trustees. The employee deposit rate and the employer contribution rate may
be ehanged by the governing body of the employer within the options available to the TCDRS
Act.

The District has elected the variable rate 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. The District contributed using the actuarially
determined rate of 9.81% for the year ending December 31, 2015 of annual covered payroll.
Plan members are required to contribute 7% of their annual covered salary.

For the employer’s accounting year ending December 31, 2015, the annual pension cost for
the TCDRS Plan for its employees was $242,403 and the actual contributions were $242,403.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 3
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

NOTE 8: PENSION PLAN (CONTINUED)

D. Net Pension Liability

The annual required contributions were actuarially determined as a percent of covered payroll
of the participating employees, and were in compliance with the GASB Statement No. 27
parameters based on the actuarial valuations as of December 31, 2012 and
December 31, 2013, the basis for determining the contribution rates for calendar years_ 2014
and 2015, respectively.

The District’s Net Pension Liability (NPL) was measured as of December 314 2014, and the
Total Pension Liability (TPL) used to calculate the Net Pension Liability was determined by an
actuarial valuation as of that date. The December 31, 2014 actuarial valuation is the most
recent valuation.

Actuarial Valuation Information:

The Total Pension Liability in the December 31, 2014 actuarial valuations was determined
using the following actuarial assumptions:

Actuarial Valuation Date 12/31/2014
Actuarial Cost Method Entry'Age
Amortization Method Level Percentage

of Payroll, Closed

Amortization Period 20 Years
Asset Valuation Method 5 Year Smoothed
Value

Actuarial Assumptions:

Investment Return* 8.1%
Projected Salary Increase* 4.9
Inflation 3.0
Cost-of-Living Adjustments 0.0

*Include inflation at the stated rate.

The annual salary increase rates assumed for individual members vary by length of service
and by entry-age group. The annual rates consist of a general wage inflation component of
3.5% (made up of 3.0% inflation and 0.5% productivity increase assumptions) and a merit,
promotion and longevity component that on average approximates 1.4% per year for a career
employee. Mortality rates for active members were based on gender-distinct RP2000 Active
Employee Mortality Table, with a projection scale AA, a two year set-forward for males, and a
four-year set-back for females. Mortality rates for retirees, beneficiaries, and non-active
members were based on the gender-distinct RP2000 Combined Healthy Mortality Table, with
the projection scale AA, with a one year set-forward for males and no age adjustment for
females. For disabled annuitants, the gender-distinct RP2000 Disabled Retiree Mortality Table
is used, with the projection scale AA, no age adjustment for males, and a two year set-
forward for females.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 3
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

NOTE 8: PENSION PLAN (CONTINUED)

D. Net Pension Liability (Continued)

The long-term expected rate of return on pension plan investments is 8.1%. The pension
plan’s policy in regard to the allocation of invested assets is established and may be amended
by the TCDRS Board of Trustees. Plan assets are managed on a total return basis with an
emphasis on both capital appreciation as well as the production of income, in order'to satisfy
the short-term and long-term funding needs of TCDRS.

The long-term expected rate of return on TCDRS assets is by adding expected inflation to
expected long-term real returns, and reflecting expected volatility and correlation. The
capital market assumptions and information shown below are provided by TCRS’s investment
consultants and are based on January 2015 information for a 7-10 year time horizon.

Geometric Real
Rate of Return

Asset Class Target Allocation (Expected Minus Inflation)
U.S. Equities 16.5% 5.35%
Private Equity 12.0% 8.35%
Global Equities 1.5% 5.65%
International Equities - Developed 11.0% 5.35%
international Equities - Emerging 9.0% 6.35%
Investment-Grade Bonds 3.0% 0.55%
High-Yield Bonds 3.0% 3.75%
Opportunistic Credit 5.0% 5.54%
Direct Lending 2.0% 5.80%
Distressed Debt 3.0% 6.75%
REIT Equities 2.0% 4.00%
Commodities 2.0% -0.20%
Master Limited Partnerships (MLPs) 2.0% 5.30%
Private Real Estate Partnerships 3.0% 7.20%
Hedge Funds 25.0% 5.15%
Total 100.0%

Discount Rate

The discount rate used to measure the Total Pension Liability was 8.1%. The projection of
cash flows used to determine the discount rate assumed that employee and employer
contributions will be made at the rates specified in statute. Based on that assumption, the
pension plan’s Fiduciary Net Position was projected to be available to make all projected
future benefit payments of current active and inactive employees. Therefore, the long-term
expected rate of return on pension plan investments was applied to all periods of projected
benefit payments to determine the Total Pension Liability.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 3
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

NOTE 8: PENSION PLAN (CONTINUED)

D. Net Pension Liability (Continued)

Changes in the Net Pension Liability
Increase (Decrease)
Total Pension Plan Fiduciary = Net Pension

Liability Net Position Liability

@) (b) (@ = (b)
Balance at December 31, 2013 $ 1,798,779 $ 14171971 $ 626,808

Changes for the year:

Service Cost 290,129 - 290,129
Interest on Total Pension Liability 161,605 - 161,605
Effect of Plan Changes 110,351 - 110,351
Effect of Economic/Demographic Gains or Losses 76,123 - 76,123
Effect of Assumptions Changes or Inputs - - -
Refund of Contributions - - -
Benefit Payments - - -
Administrative Expense - (1,085) 1,085
Member Contributions = 165,320 (165,320)
Net Investment Income - 82,165 (82,165)
Employer Contributiens - 197,676 (197,676)
Other - (78) 78
Net Changes 638,208 443,998 194,210
Balancerat,December 31, 2014 $ 2,436,987 $ 1,615969 $ 821,018

Sensitivity ‘'of the Net Pension Liability to,Changes in the Discount Rate

The following presents the net pension liability of the District, calculated using the discount
rate of 8.1%, |as well as what the District’s net pension liability would be if it were calculated
using a discount rate that is 1-percentage-point lower (7.1%) or 1-percentage-point higher
(9.1%) than the current rate:

1% Decrease in 1% Increase in
Discount Rate (7.1%) Discount Rate (8.1%) Discount Rate (9.1%)

Total Pension Liability $ 2,942,625 $ 2,436,987 $ 2,042,690
Fiduciary Net Position 1,615,968 1,615,969 1,615,968
District's Net Pension Liability (Asset) $ 1,326,657 $ 821,018 $ 426,722

Pension Plan Fiduciary Net Position

Detailed information about the pension plan’s Fiduciary Net Position is available in a
separately-issued TCDRS financial report. That report may be obtained on the Internet at
www.tcdrs.org.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 3
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

NOTE 8: PENSION PLAN (CONTINUED)

E. Pension Expense and Deferred Outflows of Resources Related to Pensions

For the year ended December 31, 2015, the District recognized pension expense of
$300,801.

At December 31, 2015, the District reported deferred outflows of resources.related to
pensions from the following sources:
Deferred Outflows
Of Resources

Difference Between Expected and

Actual Economic Experience $ 68,510
Changes in Actuarial Assumptions -
Difference Between Projectediand

Actual Investment Earnings 22,575

Contributions Subsequent to the
Measurement Date 242,403
Total $ 333,488

The District reported $242,403 as deferred outflows' of, resources related to pensions
resulting from contributions subsequent to the measurement date will be recognized as a
reduction of the net pension liability for the year ending December 31, 2015. Other amounts
reported,as deferred outflows and inflows of resources related to pensions will be recognized
in pension expense as follows:

Year Ended December 31:

2015 $ 13,256
2016 13,256
2017 13,256
2018 13,256
2019 7,612
Thereafter 30,449
Total $ 91,085

NOTE 9: RISK MANAGEMENT

The District is exposed to various risks of loss related to torts, theft, damage or destruction
of assets, errors and omissions, injuries to employees, and natural disasters. During fiscal
year 2015, the District obtained general liability coverage through a commercial insurer, VFIS
of Texas. The District continues to carry commercial insurance for other risks of loss. There
were no significant reductions in commercial insurance coverage in the past fiscal year and
settled claims resulting from these risks have not exceeded coverage in any of the past three
fiscal years.

22



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 3
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

NOTE 10: RESTATEMENT OF NET POSITION AND FUND BALANCE

During the fiscal year 2015, the District adopted GASB Statement No. 68 “Accounting and
Financial Reporting for Pensions — an Amendment of GASB Statement No. 27.” With the
adoption of this standard, the District is required to recognize their specific pension
amounts, which include net pension liability (NPL), deferred outflows of resources, and
pension expense. Adoption of GASB Statement No. 68 required a prior period adjustment of
($429,133). The restated net position for the District is $3,195,309 for the year ended
December 31, 2014. This adoption also resulted in a decrease of the District’s pension
expense by $58,397 during the fiscal year.

NOTE 11: SUBSEQUENT EVENT

On January 19, 2016, the District retired its note payable on a Pierce Engine that had a
principal balance of $373,336 at December 31, 2015.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 3
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL ON A GAAP BASIS — GENERAL FUND
FOR THE YEAR ENDED DECEMBER 31, 2015

GAAP
BUDGETED BUDGETED BASIS VARIANCE
AMOUNTS AMOUNTS ACTUAL WITH FINAL
ORIGINAL FINAL AMOUNTS BUDGET
REVENUES
Property Tax Revenue $ 2,215,789  $2,215,789  $2,344,080 $ 128,291
Sales Tax Revenue 950,000 950,000 1,266,653 316,653
Charges for Services 29,500 29,500 88,865 59,365
Intergovernmental 1,859,000 1,859,000 14859,000 -
Operating Contributions 35,000 35,000 38,137 3,137
Other Income - - 142,667 142,667
Interest Earnings 3,500 3,500 4,140 640
Total Revenues 5,092,789 5,092,789 5,743,542 650,753
EXPENDITURES
Public Safety 3,667,015 3,667,015 3,646,912 20,103
General Government 429,012 429,012 449,250 (20,238)
Capital Outlay 372,500 372,500 275,135 97,365
Debt Service 984,222 2,842,712 2,850,535 (7,823)
Total Expenditures 5,452,749 7,311,239 7,221,832 89,407
Excess Revenue Over
(Under) Expenditures (359,960) (2,218,450) (1,478,290) 740,160
FUND BALANCES.- BEGINNING OF YEAR 3,667,488 3,667,488 3,667,488 -
FUND BALANCES - END OF YEAR
GAAP BASIS $ 3,307,528 $ 1,449,038 $ 2,189,198 $ 740,160
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COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 3

REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF CHANGES IN EMPLOYER’S NET PENSION LIABILITY AND RELATED RATIOS

*LAST 10 YEARS

Total Pension Liability

Service Cost

Interest on the Total Pension Liability

Effect of Plan Changes

Effect of Assumption Changes

Effect of Economic/Demographic (Gains) or Losses
Benefit Payments/Refunds of Contributions

Net Change in Total Pension Liability
Total Pension Liability - Beginning
Total Pension Liability - Ending (a)

Fiduciary Net Position

Employer Contributions

Member Contributions

Investment Income, Net of Investment Expenses
Benefit Payments/Refunds of Contributions
Administrative Expense

Other

Net Change in'Plan Fiducidary Net Position
Plan Fiduciary Net Position - Beginning
Plan Fiduciary Net Position - Ending (b)
Net Pension Liability (a) - (b)

Plan Fiduciary Net Position
as a Percentage of Total Pension Liability

Covered Employee Payroll

Net Pension Liability as a Percentage
of Total Covered Employee Payroll

2014

$

290,129
161,605
110,351

76,123

638,208
1,798,779

$

2,436,987

197,676
165,320
82,165

(1,08&;)
(78)

443,998

1,171,971

1,615,969

821,018

66.31%
2,361,717

34.76%

*GASB Statement No. 68 requires 10 years of data to be provided in this schedule. This is the
first year of implementation of GASB Statement No. 68. The District will develop and present

the schedule prospectively.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 3
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF EMPLOYER CONTRIBUTIONS

*LAST 10 FISCAL YEARS

Actuarially Actual Contribution Pensionable Actual Contribution
Year Ended Determined Employer Deficiency Covered as a % of Covered
December 31, Contribution Contribution (Excess) Payroll Payroll
2015 $ 242,403 $ 242,403 $ - $ 2,377,973 10.2%

*GASB Statement No. 68 requires 10 fiscal years of data to be provided in this sche
is the first year of implementation of GASB Statement No. 68. The District wil
present the schedule prospectively.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 3
NOTE TO REQUIRED SUPPLEMENTARY INFORMATION
DECEMBER 31, 2015

NOTE 1: SCHEDULE OF EMPLOYER CONTRIBUTIONS

Valuation Date:

Actuarially determined contribution rates are calculated as of December 31, two years prior to
the end of the fiscal year in which the contributions are reported.

Methods and Assumptions Used to Determine Contribution Rates:

Actuarial Cost Method Entry Age Normal

Amortization Method Level Percentage of Payroll, Closed

Remaining Amortization Period 20 Years

Asset Valuation Method 5 Year Smeothed Value

Inflation 3.00%

Salary Increases 3.5% to 4.9% Includingnflation

Investment Rate of Return 8.10%

Retirement Age Experience-based table of rates that
are specific to the District's plan of
benefits.

Mortality RP2000 Combined Mortality Table

with-a one-year set-forward for
males and\.no age adjustments for
females on a fully generational basis
with scale AA
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2ABIP

CERTIFIED PUBLIC ACCOUNTANTS AND ADVISORS

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Commissioners
Comal County Emergency Services District No. 3
Canyon Lake, Texas

We have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States, the governmental
activities and the major fund of the Comal County Emergency Services' District No. 3 (the
District), a component unit of Comal County, Texas, as of and for the year ended
December 31, 2015, and the related notes to the financial| statements, which collectively
comprise the District’s basic financial statements, and have issued our report thereon dated
May 18, 2016.

Internal Control Over Einancial Reporting

In planning and performing our audit of the financial statements, we considered the District’s
internal control Tover financial' reporting | to determine “the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for«the purpese of expressing an opinion on the effectiveness of the
District’s"internal control.” Accordingly, we do not express an opinion on the effectiveness of
the District’s internal control.

A deficiency \in internal control exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned
functions, to' prevent or detect and correct misstatements on a timely basis. A material
weakness is /a deficiency or combination of deficiencies, in internal control, such that there is
a reasonable possibility that a material misstatement of the District’s financial statements will
not be prevented, or detected and corrected on a timely basis. A significant deficiency is a
deficiency, or combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control
that might be material weaknesses or significant deficiencies. Given these limitations, during
our audit we did not identify any deficiencies in internal control that we consider to be
material weaknesses. However, material weaknesses may exist that have not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’s financial statements
are free from material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which
could have a direct and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance with those provisions was not an objective of
our audit, and accordingly, we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance or other matters that are required to be reported
under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control
and compliance and the results of that testing, and not to provide anygopinion. on the
effectiveness of the District’s internal control or on compliance. Thisareport is an integral
part of the audit performed in accordance with Government® Auditing Standards in
considering the District’s internal control and compliance. Accordingly, this communication is
not suitable for any other purpose.

Agip

Certified Public Accountants
San Antonio, Texas

May 18, 2016
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2ABIP

CERTIFIED PUBLIC ACCOUNTANTS AND ADVISORS

Independent Auditor’s Report

Board of Commissioners

Comal County Emergency Services
District No. 4

Spring Branch, Texas

Report on Financial Statements

We have audited the accompanying financial statements of governmental activities 'and the
general fund for the Comal County Emergency Services District Not 4 "(the District) a
component unit of Comal County, Texas as of and for the year ended December 31, 2015,
and the related notes to the financial statements, which collectively comprise the District’s
basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility. is \to express opinions on these financial statements based on our audit.
\We conducted our. audit’in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued, by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, dncluding the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statement.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities and the general fund
of Comal County Emergency Services District No. 4 as of December 31, 2015, and the
respective changes in financial position for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America requiresthat the
management’s discussion and analysis and budgetary comparison information‘on pages 3-
3D and 19 be presented to supplement the basic financial statements. 4Such information,
although not a part of the basic financial statements, is required«by the Governmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical
context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the'United States of
America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to
our inquiries, the basic financial statements, and other knowledge we obtained during our
audit of the basic financial statements. We do ‘not, express an opinion or provide any
assurance on the informationgbecause the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

Other Reporting Required by Government Auditing'Standards

In accordance with Government Auditing Standards, we have also issued our report dated
April'21, 2016, on our consideration of the District’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. The, purpose of that report is to describe the scope of
our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering District’s internal control over financial
reporting and compliance.

Qi &

Certified Public Accountants
San Antonio, Texas

April 21, 2016



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 4
MANAGEMENT’S DISCUSSION AND ANALYSIS

This section of Comal County Emergency Services District No. 4’s (the District) annual
financial report presents management’s discussion and analysis of the District’s financial
performance during the year ended December 31, 2015. Please read it in conjunction with
the District’s financial statements, which follow this section.

FINANCIAL HIGHLIGHTS
° The District’s total net position was $2,957,975 at December 31, 2015.

° Expenses for the year ended December 31, 2015 were $1,187,308. Revenues
exceeded expenses (including depreciation) by $680,852. Included in expenses is
$123,930 in depreciation for the District’s capital assets.

OVERVIEW OF THE FINANCIAL STATEMENTS

The District’s Annual Financial Report consists of a series of financial@statements and
accompanying notes, with the primary focus being on the District as awhole. The Statement
of Net Position and the Statement of Activities are government-wide financial statements that
provide both short-term and long-term information about the District's overall financial
status. The fund financial statements report the District’s operations in more detail by
providing information as to_hew. services are financed, in the ‘'short-term, as well as the
remaining available reseurces for, future spending. Additionally, the fund financial
statements focus onsmajor funds rather than fund_types. » The District has one fund type
which is the General Fund. This fund accounts’ for property tax revenues and sales tax
revenues which are collected monthly on behalf of the District. Comal County collects ad
valorem property tax, and the State Comptrollers office collects the sales tax. The District was
formed asna subdivision of’ the State of Texas in July 2003 when the existing Rural Fire
Prevention District #4 (Health and Safety Code 794) was converted by the State of Texas to an
emergency services district under Health and Safety Code 775.

Government-Wide Financial Statements

The Statement of Net Pasition and the Statement of Activities — Emergency services operating
activities are reported in these statements.

The Statement of Net Position and the Statement of Activities present a view of the District’s
financial operations as a whole, reflect all financial transactions, and provide information
helpful" in determining whether the District’s financial health or position has improved or
deteriorated as a result of the current year's activities. Both of these statements are prepared
using the full accrual basis of accounting similar to that used by most private-sector
companies. The Statement of Net Position includes all assets and liabilities, both short and
long term. The Statement of Activities reports all of the current year's revenues and expenses
regardless of when cash is received or paid.

The two government-wide statements report the District’s net position, which represent the
difference between assets and liabilities. Over time, the increases or decreases in the
District’s net position are an indicator of whether its financial health is improving or



deteriorating. Additionally, the District’s financial operating results are determined by the
difference between the revenues and expenses. To assess the overall health of the District,
consideration should be given to additional non-financial factors such as changes in the
District’s tax base.

Fund Financial Statements

Fund financial statements provide a detailed short-term view of the District’s operations,
focusing on its "major"” fund. The District has one fund - a general fund.

Governmental Funds - The accounting for the District’s basic services is included in the
governmental fund. The measurement focus and basis of accounting used for reporting is
the modified accrual basis which measures inflows and outflows of currentsfinancial
resources and the remaining balances at year-end that are available _for spending.
Furthermore, under this basis of accounting, changes in net spendable assets are normally
recognized only to the extent that they are expected to have a near-term impact, ‘while
inflows are recognized only if they are available to liquidate liabilities of the current period.
Similarly, future outflows are typically recognized only if they.represent a depletion of current
financial resources. The District’s governmental fund is the General Fund. The differences in
the amounts reported between the fund statements and the government-wide statements are
explained in the reconciliations provided on pages 7 and 9.

Notes to Financial Statements

The notes provide disclosures,.and additional information that are essential to a full
understanding of the financial information presented in the government-wide and fund
financial statements,

Other Information

In_addition, to the'basic financial statements and accompanying notes, this report also
provides certain required supplementary information on page 19.

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE
The District’s net position at December 31, 2015 is $2,957,975. This is a $765,852 increase
over last year’s net pasition of $2,192,123, including a prior period adjustment of net

position.

In accordance with GASB Statement No. 34, comparative analysis of government-wide
information from prior year to current year is presented.
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Statement of Net Position

The following table reflects the condensed statement of net position:

GOVERNMENTAL ACTIVITIES

2015 2014

Current Assets $ 2,379,469 $ 2,122,793
Capital Assets, Net 1,811,194 1,289,497
Total Assets 4,190,663 3,412,290
Current Liabilities 664,195 640,413
Non-Current Liabilities 95,019 139,530
Total Liabilities 759,214 779,943
Deferred Inflows of Resources 473,474 440,224
Net Investment in Capital Assets 1,671,664 1,106,698
Unrestricted Net Position 1,286,311 1,085,425
TOTAL NET POSITION $ 2,957,975 $ 2,192,123

The statement of revenues, expenditures and changes,in fund balances on page 8 indicates
general fund revenues exceeded. expenses by $141,350 and the fund balance at the end of
the year was $1,265,146.

The District’s totalfgeneral fund revenues were $15893,624 .in 2015. In 2015, 56% of the
total revenue came from ad valorem property taxes, 43% of revenue came from sales tax, 1%
was from interest and operating_eontributions.

For'the year.ended December 31, 2015, the total general fund expenditures were $1,752,274
including $1,026,139 of public safety, $31,991 of general government expenses, and
$48,517 in debt service payments.

3B



Statement of Activities

The following table summarizes the changes in the District’s net position from its activities
for the years ended December 31, 2015 and 2014:

GOVERNMENTAL ACTIVITIES
2015 2014
REVENUES
Program Revenues $ 510 $ 29,789
General Revenues 1,867,650 1,582,165
Total Revenues 1,868,160 1,611,954
EXPENSES
General Government 31,991

Public Safety
Interest on Debt

Total Expenses

1,150,069

Change in Net Position - Governmental Activities

The following chart is a graphic representati
December 31, 2015.

Property Tax
B Sales Tax

Olnterest Income

OProgram Revenue
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CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

Net investment in capital assets was $1,811,194 at December 31, 2015. Capital assets
include land, equipment, and rolling apparatus. The significant addition for the year was the
down payment towards the construction of a new rolling apparatus to be completed and
delivered in 2016.

If more detailed information is desired on the District’s capital asset please refer to the notes
to the financial statements beginning on page 10.

Long-Term Debt

At the end of 2015, the District had notes payable of $139,530 for the purchase of various
pieces of equipment and vehicles.

If more detailed information is desired on the District’s debt activity please refer to the notes
to the financial statements beginning on page 10.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The ad valorem property tax was $.06 per $100 ‘property valuation in 2015 and this rate
remains the same for 2016.

BUDGETARY HIGHLIGHTS

Actual revenues in 2015 weré more than budgeted amounts by $332,874. Actual
expenditures were under budget.in 2015 by $458,476. The favorable variance in revenues
was primarily, due to sales tax and ad valorem tax revenues higher than anticipated. The
District experienced 'less expenditures than budgeted primarily due to unspent budgeted
capital expenditures.

CONTACTING THE ESD’s FINANCIAL MANAGEMENT

This financial report is designed to provide our taxpayers, patrons and creditors with a
general overview of the District’s finances and to demonstrate the District’s accountability for
the money it receives. If you have questions about this report or need additional financial
information, contact the office at 830-625-7522, at P. O. Box 601, Spring Branch, Texas
78070.
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BASIC FINANCI

The basic financial statements include integr i i atements as required by

s are included to provide information that is
inancial statements.



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 4
STATEMENT OF NET POSITION — GOVERNMENTAL ACTIVITIES
DECEMBER 31, 2015

ASSETS
Current Assets
Cash and Cash Equivalents $ 1,147,423
Cash with Fiscal Agent 540,610
Receivables - Property Taxes
Current Taxes
Delinquent Taxes
Due from Other Governments

Total Current Assets

Capital Assets
Land

Rolling Apparatus in Progress
Equipment
Rolling Apparatus

Total Capital Assets, Net

1,811,194

TOTAL ASSETS 4,190,663

LIABILITIES

Unearned Reve 619,684
Long-Term Dekb

Due Within On 44,511

Due i 95,019

759,214

evied for Subsequent Period 473,474

1,671,664

1,286,311

2,957,975

TOTAL LIABILITIES, DEFERRED INFLOWS OF RESOURCES,
AND NET POSITION $ 4,190,663

(The Accompanying Notes are an Integral Part of the Financial Statements)



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 4
STATEMENT OF ACTIVITIES - GOVERNMENTAL ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2015

OPERATING
GRANTS AND
FUNCTIONS/PROGRAMS EXPENSES CONTRIBUTIONS TOTAL

GOVERNMENTAL ACTIVITIES

General and Administrative $ 31,991 $
Public Safety 1,150,069
Interest on Debt 5,248

Total Governmental Activities $ 1,187,308 $

General Revenues

Property Tax
Sales Tax
Interest Income

1,026,223
840,017
1,410

1,867,650

Total Gener

Change in 680,852

2,192,123

85,000
2,277,123

$ 2,957,975

(The Accompanying Notes are an Integral Part of the Financial Statements) 5



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 4
BALANCE SHEET — GOVERNMENTAL FUND
DECEMBER 31, 2015

ASSETS
Cash and Cash Equivalents
Cash with Fiscal Agent
Receivables - Property Taxes
Current Taxes
Delinquent Taxes
Due from Other Governments

TOTAL ASSETS

LIABILITIES
Unearned Revenue - Property Taxes

TOTAL LIABILITIES

DEFERRED INFLOWS OF RESOURCES

Current Property Taxes Levied for Subseque
Delinquent Property Taxes

TOTAL DEFERRED |

FUND BALANC
Committed
Unassigned

F RESOURCES, AND

(The Accompanying Notes are an Integral Part of the Financial Statements)

$ 1,147,423

540,610

473,474

619,684
619,684

473,474
21,165

494,639

600,000
665,146

1,265,146

$ 2,379,469




COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 4
RECONCILIATION OF THE BALANCE SHEET OF
GOVERNMENTAL FUND TO THE STATEMENT OF NET POSITION -
GOVERNMENTAL ACTIVITIES
DECEMBER 31, 2015

FUND BALANCE OF GOVERNMENTAL FUND $ 1,265,146

Amounts reported for governmental activities in the statement
of net position are different because:

Capital assets used in governmental activities are not spendable
current financial resources and, therefore, are not reported in
the balance sheet of governmental funds.

Property taxes deferred in the funds are recognized as revenue
in the governmental activities.

Payables for capital leases which are not due in t
are not reported in the funds.

ent period
(139,53

NET POSITION OF GOVERN $ 2,957,975

(The Accompanying Notes are an Integral Part of the Financial Statements) 7



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 4
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE -
GOVERNMENTAL FUND
FOR THE YEAR ENDED DECEMBER 31, 2015

REVENUES
Property Tax Revenue $ 1,051,687
Sales Tax Revenue 840,017
Operating Contributions
Interest

Total Revenues

EXPENDITURES
General Government
Public Safety
Capital Outlay
Debt Service:

Principal
Interest

Total Expenditures

Excess of Revenues

Over Expenditure 141,350

1,038,796
85,000
1,123,796

$ 1,265,146

(The Accompanying Notes are an Integral Part of the Financial Statements) 8



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 4
RECONCILIATION OF THE CHANGES IN FUND BALANCE OF GOVERNMENTAL
FUNDS TO THE CHANGE IN NET POSITION — GOVERNMENTAL ACTIVITIES
DECEMBER 31, 2015

NET CHANGE IN FUND BALANCE FOR GOVERNMENTAL FUND $ 141,350

Amounts reported for governmental activities in the statement of
activities are different because:

Capital outlays are not reported as expenses in the statement
of activities.

Depreciation of capital assets is not reported in the funds.

Certain property tax revenues are deferred in the funds. This is
change in these amounts this year.

Payments and borrowings on long-term debt is n
expenditure and revenue on the statement of

eported as an

CHANGE IN NET POSITION OF GOVERNMENT $ 680,852

(The Accompanying Notes are an Integral Part of the Financial Statements) 9



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 4
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2015

A. Summary of Significant Accounting Policies

The financial statements of Comal County Emergency Services District No. 4 (the "District")
have been prepared in conformity with generally accepted accounting principles applicable
to governmental units. The Governmental Accounting Standards Board ("GASB") is the
accepted standard setting body for establishing governmental accounting and financial
reporting principles.

The District adopted the provisions of GASB #63 Financial Reporting of Deferred Outflows
of Resources, Deferred Inflows of Resources, and Net Position. The statement requires
governments to account for deferred outflows of resources, deferred inflows resources
and net position as they relate to derivatives and service concession arrangements. Under
the provisions of this statement, governments will alse” present a Statement of' Net
Position and changes the caption “Net Assets” to “Net Position”.

The District adopted the provisions of GASB#65 Items Previously Reported as Assets and
Liabilities. This Statement establishes accounting and financial‘reporting standards that
reclassify, as deferred outflows of resources or, deferred inflows of resources, certain
items that were previously reported as assets and liabilities and recognizes, as outflows of
resources or inflows of reseurces, certain items that, were previously reported as assets
and liabilities. At December 31,.2015, the District has $473,474 in deferred inflows of
resources on the_statement of ‘net position, relating to ad valorem taxes that are received
or reported asfa receivable before the periodfor which property taxes are available. The
District’s financial reporting has been changed in conformity with the statement.

1. Reporting Entity

The' Board of Commissioners ('Board"), a five-member group has governance
responsibilities over all activities related to fire emergency service operations within
the jurisdiction of the District. The Board is appointed by the County of Comal, Texas
and has the exclusive power and duty to govern. The District receives funding from
local and state government sources and must comply with the requirements of those
funding entities."However, the District is included in the County of Comal, Texas’
financial statements as a component unit and there are no component units included
within the reporting entity.

2. Basis of Presentation, Basis of Accounting
a. Basis of Presentation

Government-wide Statements: The statement of net position and the statement of
activities include the financial activities of the overall government. Governmental
activities generally are financed through property tax and sales tax revenue. The
statement of activities presents a single function, emergency services. Direct
expenses are those that are specifically associated with a program or function and,
therefore, are clearly identifiable to a particular function.

10



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 4
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

A. Summary of Significant Accounting Policies (Continued)

2. Basis of Presentation, Basis of Accounting (Continued)

a. Basis of Presentation (Continued)

Program revenues include (a) fees, fines and charges paid for goods and services
offered by the programs and (b) grants and contributions that are restricted to
meeting the operational or capital requirements of a particular program. Revenues
that are not classified as program revenues, including property tax, sales tax, and
interest income are presented as general revenues.

Fund Financial Statements: The fund financial statements provide information
about the District’s major governmental fund:

General Fund. This is the District’s operating fund. It accounts for all financial
resources of the District.

b. Measurement Focus, Basis of Accounting

Government-wide Financial Statements: These financial statements are reported
using the economiC resources measurement focus. The government-wide financial
statements _are reported using the accrual basis of accounting. Revenues are
recordedfwhen earned 'and expenses_are recorded at the time liabilities are
incurred, regardless of when the related cash flows take place. Non-exchange
transactions, in which _the District gives (or receives)value without directly receiving
(or giving) equal value in exchange, include property taxes, sales taxes, grants and
contributions..«On an accrual basis, revenue from property taxes and sales taxes
are recognized in the fiscal year for which the taxes are levied. Revenue from
grants and' contributions is recegnized in the fiscal year in which all eligibility
requirements have been satisfied.

Governmental Fund Financial Statements: Governmental funds are reported using
the current financial resources measurement focus and the modified accrual basis
of accounting. Under this method, revenues are recognized when measurable and
available. The District considers all revenues reported in the governmental funds to
be available if the revenues are collected. Revenues from local sources consist
primarily of property taxes and sales taxes. Property tax and sales tax revenue is
recognized when received. Miscellaneous revenues are recorded as revenue when
received in cash because they are generally not measurable until actually received.
Investment earnings are recorded as earned, since they are both measurable and
available. Expenditures are recorded when the related fund liability is incurred.
General capital asset acquisitions are reported as expenditures in governmental
funds.

When the District incurs an expenditure or expense for which both restricted and
unrestricted resources may be used, it is the District’s policy to use restricted
resources first, then unrestricted resources.

11



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 4
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

A. Summary of Significant Accounting Policies (Continued)

3. Cash and Cash Equivalents — The District considers cash and cash equivalents to be
cash in demand accounts, certificates of deposit, savings accounts, and other
investments with an original maturity of 3 months or less.

4. Property Taxes

Property taxes are levied by October 1 on the assessed value listed as' of the prior
January 1 for all real and business personal property in conformity with Subtitle E,
Texas Property Tax Code. Taxes are due on receipt of the taxbill and are delinquent
if not paid before February 1 of the year following the_year in which imposed. On
January 1 of each year, a tax lien attaches to the property to secure the payment of
all taxes, penalties, and interest ultimately imposed. ‘Although the District’s 2015 ad
valorem taxes are levied on October 1, 2015, it is the District’s palicy to recognize
revenues from the October 1 tax levy insthe calendar year when'the proceeds of this
levy are budgeted and made available for the District’s operations. The collections on
the October 1, 2015 levy are considered unearned until the subsequent calendar
year. The remaining receivable on unpaid levies are reported as deferred inflows of
resources at year-end..No allowance for doubtful accounts is considered necessary at
this time.

5. Receivable and Payable Balances - The«District believes that sufficient detail of
receivable and payable balances is provided in the financial statements to avoid the
obscuring 'of significant components by aggregation. Therefore, no disclosure is
previded which disaggregates those balances.

There are no significant receivables which are not scheduled for collection within one
year of year end.

6. Capital assets, which include land and equipment are reported in the applicable
governmental activities column in the government-wide financial statements. Capital
assets such as ‘equipment are defined as assets with a cost of $5,000 or more.
Capital assets are recorded at historical costs if purchased or constructed. Donated
capital assets are recorded at estimated fair market value at the date of donation.

The cost of normal maintenance and repairs that do not add to the value of the asset
or materially extend assets lives are not capitalized.

Capital assets are depreciated using the straight-line method over the following
estimated useful lives:

Equipment 3 - 10 years
Rolling Apparatus 5 - 8 years
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COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 4
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

A. Summary of Significant Accounting Policies (Continued)

7. Deferred Inflows of Resources consist of property tax revenues that are recognized
when they become both measurable and available in fund statements. Property tax
revenue that is not available for the current period is reflected as unearned revenue,
thus delinquent taxes collected in the last quarter of 2014 is deferred to 2015.

8. In the government-wide financial statements, long-term debt and other_leng-term
obligations are reported as liabilities under governmental activities statement of net
position.

9. Management’s Use of Estimates - The preparation of financial statements in
conformity with generally accepted accounting principles requires the District to
make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results may differ from those estimates.

B. Deposits and Investments

The District's funds are required to be deposited and invested under the terms of a
depository contract. The depository bank deposits for safekeeping and trust with the
District's agent bank approved pledged securities."The pledge of approved securities is
waived only to the extent of the depository bank's dollar amount of Federal Deposit
Insurance Corporation ("FDIC") insurance. As.of December, 31, 2015, cash balances were
fully collateralized with FDIC coverage and security pledged in the District’s name.

cash Deposits and CashEquivalents:

At December 31, 2015, the carrying amount of the District’s deposits (cash, certificates of
deposit, and interest-bearing savings accounts included in cash and cash equivalents) was
$1,147,423 and the bank balance was $1,149,164.

The GASB issued statement No. 40 “Deposits and Investment Risk Disclosures”. The GASB
40 disclosures below'address common areas of investment risk.

Custodial Credit Risk

The District’s investments are not categorized by level of risk assumed by the District
because the District invests in money market accounts.

Interest Rate Risk

The District manages its interest rate risk by using certificates of deposit, but by policy
other investments purchased may not have a maturity longer than one year from date of
purchase.

13



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 4
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

B. Deposits and Investments (Continued)

Concentration of Credit Risk

The District diversifies its investments in terms of investment instruments, maturity
scheduling, and financial institutions to reduce risk of loss resulting from over
concentration of assets in a specific class of investments, specific maturity or specific
issuer.

Credit Risk

The District is not exposed to credit risk.

Foreign Currency Risk

The District is not exposed to foreign currengy,risk.

The District is required by Government Code Chapter 2256, The Public Funds Investment
Act, to adopt, implement, and publicize an investment palicy. That policy must be
written; primarily emphasize, safety of principal \and liquidity; address investment
diversification, yield,7and maturity and the quality and' capability of investment
management; andcinclude a list of the types ofsauthorized ‘investments in which the
investing District’s funds may be invested; andthe maximum allowable stated maturity of
any individual investment owned by the District.

The Public Funds Investment Act ("Act") requires an annual audit of investment practices.
Audit procedures in this area, conducted as a part of the audit of the financial statements,
disclosed that in the areas “of investment practices, management reports and
establishment of appropriate policies, the District adhered to the requirements of the Act,
with the exception'of the annual review of the investment policies and investment officer
training. Additionally, investment practices of the District were in accordance with local
policies.

The Act determines the types of investments which are allowable for the District. These
includeswith certain restrictions, (1) obligations of the U.S. Treasury, certain U.S. agencies,
andthe State of Texas, (2) certificates of deposit, (3) certain municipal securities, (4)
money market savings accounts, (5) repurchase agreements, (6) bankers acceptances, (7)
mutual funds, (8) investment pools, (9) guaranteed investment contracts, and (10)
common trust funds.

14



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 4
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

C. Capital Assets

The District’s investments in capital assets are as follows:

BEGINNING ENDING
BALANCE INCREASE DECREASE BALANCE
Capital Assets not being Depreciated
Land $ 766,650 $ - $ - % 766,650
Rolling Apparatus in Progress - 645,627 - 645,627
Total Capital Assets not being Depreciated 766,650 645,627 - 1,412,277
Capital Assets being Depreciated
Equipment 313,230 - - 313,230
Rolling Apparatus 596,000 = - 596,000
Total Capital Assets being Depreciated 909,230 - - 909,230
Less: Accumulated Depreciation
Equipment (124,654) (36,687) - (161,341)
Rolling Apparatus (262,729) (87,243) - (348,972)
Total Accumulated Depreciation (386,383) (123,930) - (510,313)
Total Capital Assets being Depreciated, Net 522,847 (123,930) - 398,917
TOTAL CAPITAL ASSETS - NET $ 1,289,497 $ 521,697 $ - $ 1,811,194

Depreciation was charged to the public safety.fanction.

D. Capital Lease

The District entered_into a capital lease agreement with Frost Bank for the purchase of
rolling fire .apparatus. The lease calls for seven annual payments of $48,516 with an
imputed interest rate of 2.87%. The lease is collateralized by the equipment.

AMOUNT

ORIGINAL BEGINNING ENDING DUE WITHIN
CAPITAL LEASE AMOUNT BALANCE ADDITIONS PAYMENTS BALANCE ONE YEAR
Frost Bank $ 305498 $ 182,799 $ - $ 43,269 $ 139,530 $ 44,511

Futuré payments on the capital lease are as follows:

DECEMBER 31, PAYMENT
2016 $ 48,516
2017 48,516
2018 50,643
147,675
Less: Amount Representing Interest (8,145)
139,530
Less: Current Portion (44,511)
LONG-TERM CAPITAL LEASE $ 95,019
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COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 4
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015

E. Fund Balance

The District adopted Governmental Accounting Standards Board Statement Number 54
(GASB 54) Fund Balance Reporting and Governmental Fund Type Definitions. The
statement provides guidance for fund balance categories and classifications and
governmental fund type definitions. GASB 54 changed the way we look at cash balances,
specifically reporting what cash balances, by major governmental fund type, are or‘are not
available for public purposes. Five categories of cash balances were createdsand defined
by GASB 54. These five categories are as follows:

e Non-spendable - These funds are not available for expenditures based on legal or
contractual requirements. An example might be inventoriesfand prepaid expenditures.

¢ Restricted - These funds are governed by externally enforceable restrictions.

o Committed - Fund balances in this category are limited by the«government’s highest
level of decision making (in this case the Board). Any changes of this designation must
be done in the same manner that it was implemented. For example, if funds are
committed by resolution, the commitment  could only ' be released with another
resolution.

¢ Assigned - For_fands to be assigned, there must be an intended use which can be
established hy the Board or an official delegated by the board; such as an administrator
or finance director. For example, during the budget process, the Board decided to use
some existing fund balancedo support activities in the upcoming year.

e Unassigned - This classificationnis the default for all funds that do not fit into the other
categories.

Restricted ‘amounts are considered to have been spent when an expenditure is incurred
for purposes for which both restricted and unrestricted fund balances are available. The
District’s policy is to apply expenditures against non-spendable fund balance, restricted
fund balance, committed fund balance, assigned fund balance and unassigned fund
balance at/the end of the fiscal year.

At December 31, 2015 the District’'s Commissioners established the following
classifications of fund balances:

General
Fund
Committed
Equipment $ 300,000
Building 300,000
Unassigned 665,146
$1,265,146
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COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 4
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2015

F. Risk Management

The District is exposed to various risks of loss related to torts, theft, damage or
destruction of assets, errors and omissions, injuries to employees, and natural disasters.
During fiscal year 2015, the District obtained general liability coverage through _a
commercial insurer, VFIS of Texas. The District continues to carry commercial insurance for
other risks of loss. There were no significant reductions in commercial insurancescoverage
in the past fiscal year and settled claims resulting from these risks have.not exceeded
coverage in any of the past three fiscal years.

. Related Party Transactions

The District entered into a joint agreement with Bulverde-Spring Branch Emergency
Services (a non-profit organization) to provide emergency fire services«for the response
area of the District. Two (2) members of the.Board of Commissioners also serve as voting
members of the board of the Bulverde-Spring Branch EmergencysServices. The District paid
$1,020,000 to the Bulverde-Spring Branch Emergency Services in accordance with the joint
agreement for the fiscal year ended December 31, 2015.

. Prior Period Adjustment

Governmental Fund and Governmental Activities

The beginning fund balance.of the governmental fund and the beginning net position of
the governmental activities has . been adjusted to correct the recording of January 2015
service provider payment as an expense of the prior year. A reconciliation is as follows:

Governmental Governmental

Fund Activities
Beginning Fund Balance, Net Position $ 1,038,796 $ 2,192,123
Adjustment to Correct Extra Payment 85,000 85,000
Beginning Fund Balance, Net Position as Restated $ 1,123,796 $ 2,277,123
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COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 4

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

BUDGET AND ACTUAL ON A BUDGETARY BASIS — GENERAL FUND

REVENUES
Property Tax Revenue
Sales Tax Revenue
Operating Contributions
Interest Earnings
Total Revenues

EXPENDITURES

General Government
Public Safety
Capital Outlay
Debt Service

Principal

Interest

Total Expenditures

Excess Revenue

FUND BALANCES -

FOR THE YEAR ENDED DECEMBER 31, 2015

VARIANCE

GAAP WITH FINAL
BUDGETED BUDGETED BASIS BUDGET
AMOUNTS AMOUNTS ACTUAL POSITIVE

ORIGINAL FINAL AMOUNTS

$ 950,000 $ 950,000 $ 1,051,687
600,000 600,000
10,000 10,000

750 750

1,560,750

1,893,624

72,000
1,050,000

,139
645,627

43,269
5,248 1)
1,752,274 458,476

141,350 791,350

1,038,796 -

85,000 -

1,123,796 1,123,796 -

1,123,796 $ 473,796 $ 1,265,146 $ 791,350
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2ABIP

CERTIFIED PUBLIC ACCOUNTANTS AND ADVISORS

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Commissioners

Comal County Emergency Services
District No. 4

Spring Branch, Texas

We have audited, in accordance with the auditing standards.generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United Statesgthe governmental
activities and major fund of Comal County Emergency Services District'No. 4 (the District) a
component unit of Comal County, Texas as| of and for the year ended December 31, 2015,
and the related notes to the financial statements, which collectively comprise the District’s
basic financial statements, and have issued our report thereon dated April 21, 2016.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the District’s
internal control over financial reporting (internal control) to determine the audit procedures
that are appropriate in the cireumstances for the purpose of expressing our opinions on the
financial,statements, but not for the purpose of expressing an opinion on the effectiveness of
the District’s internal control. Accordingly, we do not express an opinion on the effectiveness
of the District’s internal control.

A deficiency'in internal control exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned
functions, to  prevent,’ or detect and correct, misstatements on a timely basis. A material
weakness is a deficiency or combination of deficiencies, in internal control, such that there is
a reasonable possibility that a material misstatement of the District’s financial statements will
not be prévented, or detected and corrected on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control
that might be material weaknesses or significant deficiencies. Given these limitations, during
our audit we did not identify any deficiencies in internal control that we consider to be
material weaknesses. However, material weaknesses may exist that have not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’s financial statements
are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which
could have a direct and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance with those provisions was not an objective of
our audit, and accordingly, we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance or other matters that are required to be reported
under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing_of internal control
and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the District’s internal control or on compliance.«This report is an integral
part of the audit performed in accordance with Government Auditing Standards in
considering the District’s internal control and compliance. Accordingly, this communication
is not suitable for any other purpose.

AR i

Certified Public Accountants
San Antonio, Texas

April 21, 2016
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2ABIP

CERTIFIED PUBLIC ACCOUNTANTS AND ADVISORS

Independent Auditor’s Report

Board of Commissioners

Comal County Emergency Services
District No. 5

Spring Branch, Texas

Report on Financial Statements

We have audited the accompanying financial statements of governmental activities and the
general fund of the Comal County Emergency Services District No. 5 (the District) a
component unit of Comal County, Texas as of and for the year.ended December 31, 2015,
and the related notes to the financial statements, which collectively comprise the District’s
basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility IS to express opinions on these financial statements based on our audit.
\Werconducted our audit«n accerdance with auditing standards generally accepted in the
United States of America and thestandards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan‘and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit invaolves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
Jjudgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statement.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.

1
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities and the general fund
of Comal County Emergency Services District No. 5 as of December 31, 2015, and the
respective changes in financial position for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and budgetary comparison jnformation on
pages 3-3D and 16 be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers_it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the
United States of America, which consisted ofdnquiries of management about the methods of
preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained
during our audit of the basic financial statements.” We do not express an opinion or provide
any assurance on the information because!the limited, procedures do not provide us with
sufficient evidence to_exXpress an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Governmeént Auditing Standards, we have also issued our report dated
April 21, 2016, on our_consideration of the District’s internal control over financial reporting
and on our tests ofiits compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. The purpose of that report is to describe the scope of
our testing of internal control over financial reporting and compliance and the results of that
testing, andnot to provide an opinion on internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with
Government |Auditing | Standards in considering District’s internal control over financial
reporting and compliance.

ARe &

Certified Pubic Accountants
San Antonio, Texas

April 21, 2016



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 5

MANAGEMENT’S DISCUSSION AND ANALYSIS (MD & A)

As management of the Comal County Emergency Services District No. 5 (the District), we offer
readers the following discussion and analysis (MD & A) of the District’s financial activities for
the year ended December 31, 2015. The MD & A should be read in conjunction with the
accompanying basic financial statements.

FINANCIAL HIGHLIGHTS
General Fund

At the end of the current fiscal year, unassigned fund balance for the general fund was
$674,388 or 49.86% of 2015 general fund expenditures. The unassignéd fund 'balance
increased by $220,665 from the 2014 calendar year.

Governmental Activities

On a government-wide basis for governmental activities, the District had program expenses
of $1,207,208 and total revenues of $1,467,638.

As of December 31, 2015, the District’s governmental activities reported an ending net
position balance of $868,772.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual reportsConsists of two parts — management’s discussion and analysis (this
section) and thebasic financial statements.

Management’s discussion and.analysis is intended to serve as an introduction to the District’s
basic financial statements.

The basic financial statements include two Kinds of statements that present different views of
the District:

o The first two statements are the government-wide financial statements that provide
both long-term and short-term information about the District’s overall financial
status. Previously, the primary focus of local governmental financial statements has
been/ summarized fund type information on a current financial resource basis.
GASB 34 modified this approach, adding new statements, government-wide
statements, which focus on the District as a whole.

e The remaining statements are fund financial statements that focus on individual parts
of the District, reporting the District’s operations in more detail than the government-
wide statements. These statements tell what remains for future spending in general
government service.

The financial statements also include notes that explain some of the information in the
financial statements and provide more detailed data.



The remainder of this overview section of management’s discussion and analysis explains the
structure and contents of each of the statements.

Government-Wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad
overview of the District’s finances, in a manner similar to statements of a private-sector
business.

The statement of net position includes all of the government’s assets and liabilities, with the
difference between the two reported as net position.

All the current year’s revenues and expenses are accounted for in the statementsof activities
regardless of when cash is received or paid. Thus, revenues and expensesfare reported in
this statement for some items that will result in cash flows in future fiscal'periods.

The two government-wide statements report the District’s net'position and how they have
changed. Over time, increases or decreases in the District’s net position are an indicator of
whether its financial health is improving or deteriorating, respectively.

Both the statement of net position and the statement of activities aré prepared utilizing the
accrual basis of accounting.

The government-wide financial statements of the District are ‘presented in a governmental
activities format. The District’s'basic services (general and administrative and public safety)
are paid for by property‘and sales tax revenues.

Fund Financial Statements

The fund financial statements' provide detailed information about an entity’s major funds. A
fund is a grouping of related accounts that IS used to maintain control over resources that
have been segregated for specific activities or objectives. Currently, the focus is now on
major funds rather than fund types.

The District has one fund type:

Governmental Funds — The general fund is a governmental fund, which focuses on (1) how
cash and other financial assets that can readily be converted to cash flow in and out, and (2)
the balances left at year end that are available for spending.

Thisfund is reported using an accounting method identified as the modified accrual basis of
accounting, which measures cash and all other financial assets that can readily be converted
into cash. The governmental funds statements provide a short-term view that helps
determine whether there are more or fewer financial resources that can be spent in the near
future to finance the District’s programs. Because this information does not encompass the
additional long-term focus of the government-wide statements, additional information is
provided on schedules immediately following the governmental funds statements that explain
the relationship (or differences) between them.
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Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the data

provided in the government-wide and fund financial statements.

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE

The District’s net position at fiscal year-end is $868,772. This is an $260,430 increase over

last year’s net position of $608,342.

In accordance with GASB Statement No. 34, comparative analysis of government-wide

information from prior year to current year is presented.

Statement of Net Position

The following table reflects the condensed statement of net position:

Current and Other Assets $
Capital Assets, Net

Total Assets

Current Liabilities
Long-Term Liabilities

Total Liabilities

Deferred Inflows of Resources

Net Investment in Capital Assets
Unrestricted

Total Net Position $

GOVERNMENTAL
ACTIVITIES
2015 2014
2,054,286 $ 1,734,289
478,598 536,482
2,532,884 2,270,771
839,336 759,248
222,248 322,650
1,061,584 1,081,898
602,528 580,531
155,948 116,499
712,824 491,843
868,772 $ 608,342
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Statement of Activities

GOVERNMENTAL
ACTIVITIES
2015 2014
REVENUES
Program Revenues
Charges for Services $ - $ 1,631
General Revenues
Property Taxes 1,256,073 1,174,017
Sales Tax 250,338 290,646
Interest 3,240 2,096
Other Revenue 3,199 5,325
Loss on Sale of Assets (45,222) -
Total Revenues 14467,638 1,473,715
EXPENSES
General and Administrative 56,423 64,728
Public Safety 1,130;732 1,248,090
Interest 20,053 34,695
Total Expenses 1,207,208 1,347,513
Change in Net Position 260,430 130,202
NET POSITION - BEGINNING 608,342 478,140
NET POSITION - ENDING $ 868,772 $ 608,342

Governmental activities realized benefits from both property and sales taxes. The increase in
change in net positionscaused the District’s overall financial position to improve during year
2015.

FINANCIAL ANALYSIS OF THE DISTRICT'S FUNDS
For the year ended ‘December 31, 2015, the District’s governmental funds reflect an
unassigned fund balance of $674,388. This year’s increase in fund balance of $200,665 is
primarily due to the increase in property taxes and sales taxes.
GENERAL FUND BUDGETARY HIGHLIGHTS
Actual revenues were less than budgeted revenues by $118,196, primarily due to the lower
sales tax receipts than expected. In addition, actual expenditures were less than budgeted

expenditures by $5,572. Resources available were $112,624 less than the final budgeted
amount.
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CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

The District’s net investment in capital assets at the end of 2015 amounted to $155,948. This
investment in capital assets includes vehicles, buildings and equipment. The following table
shows capital assets for 2015 with comparison for 2014. If more detailed information is
desired on the District’s capital asset activity please refer to the notes to the financial
statements.

GOVERNMENTAL ACTIVITIES

2015 2014
Vehicles $ 1,440,525 $ 1,491,066
Buildings 21,228 199,856
Equipment 78,629 101,275
Total Capital Assets 1,540,382 1,792,197
Accumulated Depreciation (1,061,784) (1,255,715)
NET CAPITAL ASSETS $ 478;598 $ 536,482

Long-Term Debt

At the end of 2015, the District had notes payable of $322,650 for the purchase of various
equipment. More detailed information can be found in the notes to the financial
statements.

GOVERNMENTAL ACTIVITIES
2015 2014

Notes Payable $ 322,650 $ 419,983

THE BUDGET, ECONOMIC ENVIRONMENT, AND PROJECTED PROJECTS
The District’s outlook for 2016 is very promising. Taxes are projected to increase and
expenses are expected to decrease as a result of the agreement with Bulverde-Spring Branch
Emergency Services.

Contactingsthe District’s Financial Management

This‘report is designed to provide the citizens, customers, investors, and creditors with a
general overview of the District’s finances and to show the District’s accountability for the
money it receives. If you have questions about this report or need additional financial
information, contact:

Comal County Emergency Services District No. 5
353 Rodeo Drive

Spring Branch, Texas 78070

(830) 228-4501
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COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 5

STATEMENT OF NET POSITION — GOVERNMENTAL ACTIVITIES

DECEMBER 31, 2015

ASSETS
Current Assets

Cash and Cash Equivalents $ 764,259
Cash with Fiscal Agent 644,737

Receivables - Property Taxes
Current Property Taxes 602,528
Delinquent Property Taxes 42,762
Total Current Assets 2,054,286

Capital Assets

Vehicles 1,440,525
Buildings 21,228
Equipment 78,629
Accumulated Depreciation (1,061,784)
Total Capital Assets, Net 478,598
TOTAL ASSETS $ 2,532,884
LIABILITIES
Accounts Payable $ 2,513
Accrued, Interest 4,326
Unearned Revenues = Property Taxes 732,095
Long-Term Debt:
Due Within One Year 100,402
Due in Mare than'One Year 222,248
TOTAL LIABILITIES 1,061,584

DEFERRED INFLOWS OF RESOURCES

Current Property Taxes Levied for a Subsequent Period 602,528
NET POSITION
Net Investment in Capital Assets 155,948
Unrestricted 712,824
TOTAL NET POSITION 868,772

TOTAL LIABILITIES, DEFERRED INFLOWS OF RESOURCES,
AND NET POSITION $ 2,532,884

(The Accompanying Notes are an Integral Part of these Financial Statements)



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 5

STATEMENT OF ACTIVITIES — GOVERNMENTAL ACTIVITIES

YEAR ENDED DECEMBER 31, 2015

PROGRAM EXPENSES

General and Administrative $ 56,423
Public Safety 1,130,732
Interest 20,053

Total Governmental Activities 1,207,20

GENERAL REVENUES

Property Taxes

Sales Tax

Interest

Other Revenue

Loss on Sale of Assets

,256,073
250,338
3,240

Total General Revenues

Change in Net Position

NET PO ~ BEGINN

(The Accompanying Notes are an Integral Part of these Financial Statements) 5



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 5

BALANCE SHEET — GOVERNMENTAL FUNDS

DECEMBER 31, 2015

ASSETS
Cash and Cash Equivalents $ 764,259
Cash with Fiscal Agent
Receivables - Property Taxes

Current Property Taxes
Delinquent Property Taxes

TOTAL ASSETS

LIABILITIES
Accrued Expenses
Deferred Revenue

TOTAL LIABILITIES

DEFERRED INFLOWS OF RESOURCES

Current Property Taxe 602,528
Delinquent Propert 42,762
TOTAL DEFER 645,290
FUND BALANCE
674,388
DEFERRED INFL RESOURCES, AND
$ 2,054,286

(The Accompanying Notes are an Integral Part of these Financial Statements) 6



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 5

RECONCILIATION OF BALANCE SHEET — GOVERNMENTAL FUNDS
TO STATEMENT OF NET POSITION — GOVERNMENTAL ACTIVITIES

DECEMBER 31, 2015

TOTAL FUND BALANCE $ 674,388

Amounts reported for governmental activities in the statement of
net position are different because:

Capital assets used in governmental activities are not
financial resources and, therefore, are not reported
in the funds.

Property tax deferred in the funds is recognized as revenue
in governmental activities but not at the fund level.

Payables on bond interests are payable in curren iod and, ther

are not reported in the funds. 4,3

Notes payable are not due and payable in the c

and, therefore, not reported.i (322,650)
$ 868,772

(The Accompanying Notes are an Integral Part of these Financial Statements) 7



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 5

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE -
GOVERNMENTAL FUNDS

YEAR ENDED DECEMBER 31, 2015

REVENUES
Property Taxes $ 1,251,431
Sales Tax 250,338
Interest 3,2

Other Revenue
Sale of Asset
Total Revenues

EXPENDITURES
Current
General and Administrative
Public Safety ,183,060
Debt Service
Principal 97,333
Interest 15,727
Total Expendit 1,352,543
220,665
453,723

$ 674,388

(The Accompanying Notes are an Integral Part of these Financial Statements) 8



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 5

RECONCILIATION OF CHANGE IN FUND BALANCE — GOVERNMENTAL FUNDS TO
CHANGE IN NET POSITION — GOVERNMENTAL ACTIVITIES

DECEMBER 31, 2015

NET CHANGE IN FUND BALANCE $ 220,665

Amounts reported for governmental activities in the statement of
activities are different because:

Governmental funds report capital outlays as expenditures ($160,109)
However, in the statement of activities, the cost of those assets is
allocated over their estimated useful lives and reported as depreciation
expense ($107,781). Losses on disposed assets are not reported in the
funds ($110,212). (57,884)

Certain property tax revenues are deferred in the funds. This
is the change in these amounts this year. 4,642

Some expenses reported in the statement of activities do not
require the use of current financial resources and, therefore;
are not reported as expenditures in, governmental funds.

Accrued Interest (4,326)
Repayment of notes payable is an expenditure in the
governmental funds but the repayment reduces long-term
liabilities in the statement ofnet position. 97,333
CHANGE IN NET POSITION OF GOVERNMENTAL ACTIVITIES $ 260,430

(The Accompanying Notes are an Integral Part of these Financial Statements) 9



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 5

NOTES TO BASIC FINANCIAL STATEMENTS

DECEMBER 31, 2015

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Comal County Emergency Services District No. 5 (the District) is a political subdivision of
the State of Texas and was created by the Comal County Commissioner’s Court after a public
election on February 2, 2002. The District was created to provide emergency services and
promote public safety, welfare, health and convenience for persons residing in the District.
On January 1, 2011, the District assumed the operations of the Bulverde AreasVolunteer Fire
Department. All of the Departments assets and liabilities were transferred to the District.
Previously the District had contracted with the Department to provide.the emergency services.

A.

Reporting Entity

The District is a component unit of Comal County, Texas. A component unit is a legally
separate entity for which the elected officials of the governmentalsunit are financially
accountable. The District will be presented in the County’s financial statements as a
discretely presented component unit.

Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e.; the statement of net position and the
statement of aectivities) report information ons all .of the activities of the District.
Governmental activities are supported mainly-by taxes.

The statement of activities demonstrates the degree to which the direct expenses of a
given function or segment Is offset by program revenues. Direct expenses are those that
are clearly identifiable with a specific function or segment. Program revenues include 1)
charges of customers or applicants who purchase, use, or directly benefit from goods,
services, or privileges provided by »a given function or segment and 2) grants and
contributions that are restricted to meeting the operational or capital requirements of a
particular function or segment. Taxes and other items not properly included among
program revenues are reported instead as general revenues.

The general fund meets the criteria of a major governmental fund. The District has no
otherigovernmental funds.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when
earned and expenses are recorded when a liability is incurred, regardless of the timing of
related cash flows. Property taxes are recognized as revenues in the year for which they
are levied. Grants and similar items are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been met.

10



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 5

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

DECEMBER 31, 2015

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

(Continued)

Governmental fund financial statements are reported using the current financial
resources measurement focus and the modified accrual basis of accountings® Revenues
are considered to be available when they are collectible within the current period or soon
thereafter to pay liabilities of the current period. For this purpose,.the District considers
revenues to be available if they are collected within 60 days_of the end of the current
fiscal period. Expenditures generally are recorded when adliability is incurred, as'under
accrual accounting.

Amounts reported as program revenues include 1) charges to customers or applications
for goods, services, or privileges provided; 2) operating grants_ and contributions, and 3)
capital grants and contributions. General revenues |include all taxes and other
miscellaneous receipts.

The District reports thefollowing major/governmental fund:
The General Fund is the operating fund of the District and is ‘always classified as a major
fund. The general fund is used to account for all, financial resources. Primary

expenditures are for general and administrative and public safety.

Cashrand Cash Equivalents

The District’s ‘considers cash _and, cash equivalents to be cash in demand deposits,
savings accounts and other investments with an original maturity of three (3) months or
less..

Property Taxes

Property taxes are levied each October 1 on the taxable value as of the preceding
January 1, the date a lien attaches, for all taxable real and personal property located in
theDistrict. Taxes are due by January 31 following the October 1 assessment date and
become delinquent on February 1, at which time they begin accruing penalty and
interest. Although the District’s 2015 ad valorem taxes is levied on October 1, 2015, it
is the District’s policy to recognize revenues from the October 1 tax levy in the calendar
year when the proceeds of this levy are budgeted and made available to the District’s
operations. The collections of the October 1, 2015 levy are considered unearned until
the subsequent calendar year. The remaining receivable on unpaid levies are reported as
deferred inflows of resources at year-end. No allowance for doubtful accounts is
considered necessary at this time

11



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 5

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

DECEMBER 31, 2015

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

F.

Fund Equity

In the fund financial statements, governmental funds report unassigned fund balance for
amounts that are available for appropriation.

Net Position

Net position represents the difference between assets and liabilities. "Net position is
reported as restricted when there are limitations imposed on their use either through the
enabling legislation adopted by the District or though external restriction imposed by
creditors, grantors, or laws or regulations of other governments.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make"estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues
and expenses during the reporting period. Actual results could differ from those
estimates.

Capital Assets

Capital assets, which include vehicles; buildings and equipment, are reported in the
District’s financial statements. Capital assets are defined by the District as assets with
an initial, individual cost of more than $5,000 and an estimated useful life in excess of
one year., When capital assets are purchased, they are capitalized and depreciated in the
financial statements.

Capital assets are valued at cost where historical records are available and at an
estimated cost where no records exist. Donated capital assets are valued at their
estimated fair market value at the date of donation.

The_eosts of normal maintenance and repairs that do not add to the value of the asset or
materially extend assets lives are not capitalized.

Improvements to capital assets that materially extend the life of the asset or add to the
value are capitalized. Major outlays for capital assets and improvements are capitalized
as projects are constructed.

Capital assets are depreciated over their useful lives on a straight-line basis as follows:

ASSETS YEARS
Vehicles 7-10
Buildings 20 - 39
Equipment 3-10

12



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 5

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

DECEMBER 31, 2015

NOTE 2: DEPOSITS

Custodial Credit Risk for deposits is the risk that in the event of a bank failure, the District’s
deposit may not be returned to it. As of December 31, 2015 all of the District’s bank
balances of $764,259 were covered by depository insurance (FDIC) as well as collateralized
securities held by the pledging institution with a market value of $1,959,149 at
December 31, 2015.

NOTE 3: RISK MANAGEMENT

The District is exposed to various risks of loss related to_torts; theft of, damage to, and
destruction of assets; errors and omissions; and natural disasters. During the fiscal year
2015, the District obtained general liability coverage through a commercial insurer, VFIS of
Texas. The District continues to carry commercial insurance for othersrisks of loss as well.
There were no significant reduction in commercial insurance ‘coverage in the past fiscal year
and settled claims resulting from these risks have not exceeded coverage in any of the past
three (3) fiscal years.

NOTE 4: CAPITAL ASSETS

A summary of capital assets at December 31, 2015qis as follows:

BEGINNING ENDING
BALANCE INCREASE DECREASE BALANCE
Capital Assets, Being Depreciated
Vehicles $ 1,491,066 $ 160,109 $ (210,650) $ 1,440,525
Buildings 199,856 - (178,628) 21,228
Equipment 101,275 - (22,646) 78,629
Total Capital Assets,
Being Depreciated 1,792,197 160,109 (411,924) 1,540,382
Less: Accumulated Depreciation
Vehicles (1,117,825) (94,764) 210,650 (1,001,939)
Buildings (78,929) (4,425) 77,014 (6,340)
Equipment (58,961) (8,592) 14,048 (53,505)
Total Accumulated
Depreciation (1,255,715) (107,781) 301,712 (1,061,784)
TOTAL CAPITAL ASSETS BEING
DEPRECIATED - NET $ 536,482 $ 52,328 $ (110,212) $ 478,598

Depreciation expense was charged to the functions/programs of the District as follows:

Public Safety $ 107,781

13



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 5

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

DECEMBER 31, 2015

NOTE 5: NOTES PAYABLE

A summary of notes payable at December 31, 2015, is as follows:

BALANCE BALANCE
OUTSTANDING OUTSTANDING ~ AMOUNT
ORIGINAL  INTEREST  JANUARY 1, DURING YEAR DECEMBER 31, DUE IN
AMOUNT RATE 2015 ISSUED  (RETIRED) 2015 ONE YEAR
Government Capital $622,411 516% $ 350,336 $ - $(63,2000° $ = 287,136 $' 64,887
PNC Equipment Finance 284,723 5.45% 69,647 - (34,133) 35,514 35,515
TOTALS $ 419983 $ -0 $(97333) $ 322,650 $ 100,402

Annual debt service requirements for notes payable are as follows:

YEAR ENDED TOTAL

DECEMBER 314 PRINCIPAL INTEREST REQUIREMENTS
2016 $ 100,402 $ 14,816 $ 115,218
2017 69,890 11,387 81,277
2018 75,038 7,781 82,819
2019 74,320 3,988 81,308
TOTALS $ 322,650 $ 387,972 $ 360,622

NOTE 6: RELATED PARTY_TRANSACTIONS

The District entered into a joint agreement with Bulverde-Spring Branch Emergency Services
(@ non-profit organization) to provide emergency fire services for the response area of the
District.«Two (2) members of the Board of Commissioners also serve as voting members of
the board of the Bulverde-Spring Branch Emergency Services. The District paid $1,020,000 to

the Bulverde-Spring Branch Emergency Services in accordance with the joint agreement for
the fiscal year ended December 31, 2015.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 5

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE — GENERAL FUND

REVENUES
Property Taxes
Sales Tax
Interest

Miscellaneous
Sale of Assets

Total Revenues

EXPENDITURES
Current
General and Administrative

Public Safety
Common Provider

Insurance
Capital Outlay
Total Public Safety

Debt Service

Principal
Interest

Total Debt Service

Total Expenditures

Change in Fund Balance

FUND BALANCE - BEGINNING

FUND BALANCE - ENDING

BUDGET AND ACTUAL

YEAR ENDED DECEMBER 31, 2015

VARIANCE

GAAP WITH FINAL

BUDGETED BUDGETED BASIS BUDGET
AMOUNTS AMOUNTS ACTUAL POSITIVE
ORIGINAL FINAL AMOUNTS (NEGATIVE)
$ 1,241,804 $ 1,241,804 $ 1,251,431 $ 9,627
372,000 372,000 250,338 (121,662)
3,600 3,600 3,240 (360)
- 9,000 3,199 (5,801)

- 65,000 65,000 -
1,617,404 1,691,404 1,573,208 (118,196)
88,000 38,000 56,423 (18,423)
1,020,000 1,020,000 1,020,000 -
3,400 3,400 2,951 449

- 177,596 160,109 17,487
1,023,400 1,200,996 1,183,060 17,936
94,681 94,681 97,333 (2,652)
24,438 24,438 15,727 8,711
119,119 119,119 113,060 6,059
1,230,519 1,358,115 1,352,543 5,572
386,885 333,289 220,665 (112,624)
453,723 453,723 453,723 -
$ 840608 $ 787,012 $ 674,388 $  (112,624)
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2ABIP

CERTIFIED PUBLIC ACCOUNTANTS AND ADVISORS

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Commissioners

Comal County Emergency Services
District No. 5

Spring Branch, Texas

We have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to financialfaudits contained in Government
Auditing Standards, issued by the Comptroller General of the United States, the governmental
activities and the general fund of Comal County Emergency. Services.District No. 5 (the
District) as of and for the year ended December 31, 2015, and the related notes to ‘the
financial statements, which collectively comprise the District’s basic financial statements, and
have issued our report thereon dated April 21, 2016.

Internal Control Over FinancialsReporting

In planning and performing our audit of the financial:Statements, we considered the District’s
internal control ©ver financial reporting (internal’ control) to determine the audit procedures
that are appropriate in the circumstances far the purpose of expressing our opinions on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of
the Distriet’s internal control. Accordingly, we do not express an opinion on the effectiveness
of the District’s internal control.

A deficiency in internal control exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned
functions, to! prevent, or detect and correct, misstatements on a timely basis. A material
weakness is a deficiency or combination of deficiencies, in internal control, such that there is
a reasonable/possibility'that a material misstatement of the District’s financial statements will
not be prevented, or detected and corrected on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control
that might be material weaknesses or significant deficiencies. Given these limitations, during
our audit we did not identify any deficiencies in internal control that we consider to be
material weaknesses. However, material weaknesses may exist that have not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’s financial statements
are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which
could have a direct and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance with those provisions was not an objective of
our audit, and accordingly, we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance or other matters that are required to be reported
under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing offinternal control
and compliance and the results of that testing, and not to providefan 'opinion ‘on the
effectiveness of the District’s internal control or on compliance. .This report is an integral
part of the audit performed in accordance with Government Auditing Standards in
considering the District’s internal control and compliance. { Accordingly, this communication
is not suitable for any other purpose.

AP

Certified Public Accountants
San Antonio, Texas

April 21, 2016
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SHAREHOLDERS

Nancy L. Vaughan, CPA Armstrong, \"';{ugh;—m ¢3 Associates, PC.
Deborah F Fraser, CPA
Phil S, Vaughan, CPA

Certified Public Accountants

May 09, 2016

To the Commissioners,
Comal County Emergency Services District No. 6

We have audited the financial statements of the Comal County Emergency Services District No. 6 as«of and
for the year ended December 31, 2015, and have issued our report thereon dated May 09, 2016.
Professional standards require that we advise you of the following matters related to our audit.

Our Responsibility in Relation to the Financial Statement Audit

As communicated in our engagement letter dated August 5, 2013, ‘our. responsibility, as described by
professional standards, is to form and express an opinion about whether the financial statéments that have
been prepared by management with your oversight«are presented fairly, in ali®material respects, in
conformity with accounting principles generally accepted in the United States-of America. Our audit of the
financial statements does not relieve you or management of your respective responsibilities.

Our responsibility, as prescribedsby. professional standards, isto plan and perform our audit to obtain
reasonable, rather than absolute, assurance about whether the financial statements are free of material
misstatement. An_audit of financial statements includes consideration of internal control over financial
reporting as a basis for designing audit procedures thatare appropriate in the circumstances, but not for the
purpose of expressing an opinion/on the effectiveness of the entity’s> internal control over financial
reporting. Accordingly, as part«of our audit, we considered the internal control of the Comal County
Emergency Services District’No. 6 solely for the purpose of determining our audit procedures and not to
provide-any assurance concerning such internal control.

We are also responsible for communicating significant matters related to the audit that are, in our
professional | judgment, relevant to your responsibilities in overseeing the financial reporting process.
However, we are not required to design procedures for the purpose of identifying other matters to
communicate to you.

Planned Scope and Timing of the Audit

We conducted our audit consistent with the planned scope and timing we previously communicated to you.

Compliance with All Ethics Requirements Regarding Independence

The engagement team and our firm have complied with all relevant ethical requirements regarding
independence.

941 West Byrd Blvd., Suite 101 @ Universal City, Texas 78148

Phone: 210-658.6229 o Fax: 210-659.7611 ® Emul: vaughan@avacisecom ® www.avacpa.com



Qualitative Aspects of the Entity’s Significant Accounting Practices
Significant Accounting Policies

Management has the responsibility to select and use appropriate accounting policies. A summary of the
significant accounting policies adopted by the Comal County Emergency Services District No. 6 is included
in Note 1 to the financial statements. There have been no initial selection of accounting policies and no
changes in significant accounting policies or their application during 2015. No matters have come to our
attention that would require us, under professional standards, to inform you about (1) the methods used to
account for significant unusual transactions and (2) the effect of significant accounting policies in
controversial or emerging areas for which there is a lack of authoritative guidance or consensus.

Significant Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by management and are
based on management’s current judgments. Those judgments are normally based on knowledge ‘and
experience about past and current events and assumptions about future.events.” Certain accounting
estimates are particularly sensitive because of their significance to the financial statements and because 'of
the possibility that future events affecting them may differ markedly from management’s current
judgments.

The most sensitive estimate affecting the financial statements is management's«estimate of useful lives and
depreciation calculations on capital assets. Management’s estimate of useful lives and depreciation
calculations on capital assets is based on the type of asset and previous' history. We evaluated the key
factors and assumptions used to.develop the estimate of useful lives of capital assets and determined that it
is reasonable in relation to.the financial statements taken as a whole:

Financial Statement Disclosures

Certain financial statement disclosures involve significant judgment and are particularly sensitive because
of theirssignificance to financial statement users. ' There are no sensitive disclosure affecting the Comal
County Emergency Services District No. 6°s financial statements.

Significant Difficulties Encountered during the Audit
We encountered no difficulties in dealing with management relating to the performance of the audit.
Uncorrected and Corrected Misstatements

For purposes of this communication, professional standards require us to accumulate all known and likely
misstatements identified during the audit, other than those that we believe are trivial, and communicate
them to the appropriate level of management. Further, professional standards require us to also
communicate the effect of uncorrected misstatements related to prior periods on the relevant classes of
transactions, account balances or disclosures, and the financial statements as a whole. Management has
corrected all identified misstatements.

In addition, professional standards require us to communicate to you all material, corrected misstatements
that were brought to the attention of management as a result of our audit procedures. We proposed
adjustments to assist management in year-end property tax accruals and reconciliations to prior audit
balances. These adjustments were expected and not considered to be indicative of deficiencies in internal
control.



Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a matter,
whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing matter,
which could be significant to the Comal County Emergency Services District No. 6 financial statements or
the auditor’s report. No such disagreements arose during the course of our audit.

Representations requested from Management

We have requested certain written representations from management, which are included in the
management representation letter dated May 09, 2016.

Management Consultation with Other Accountants

In some cases, management may decide to consult with other accountants about auditing ‘and accounting
matters. Management informed us that, and to our knowledge, there were no _censultations with other
accountants regarding auditing and accounting matters.

Other Significant Matters, Findings, or Issues

In the normal course of our professional association with the Comal County Emergency Services District
No. 6, we generally discuss a variety of matters, including the application.ef accounting principles and
auditing standards, operating and regulatory conditions affecting the District, and operational plans and
strategies that may affect the risk of material misstatement. None of the matters discussed resulted in a
condition to our retention as the Cemal County Emergency Services DistrictNo. 6° auditors.

Other Information.in‘Documents Containing Audited Financial Statements

Pursuant to professional standards,/our responsibility as auditors ‘for other information in documents
containing the Comal County Emergency Services District No. 6° audited financial statements does not
extend beyond the financialsinformation identified in the report, and we are not required to perform any
procedures to corroborate such other information.| However, in accordance with such standards we have,
with respect to the \supplementary information accompanying the financial statements, made certain
inquiries of management and evaluated the form, content, and methods of preparing the information to
determine that the information complies with accounting principles generally accepted in the United States
of America, the method of preparing it has not changed from the prior period, and the information is
appropriate and complete in relation to our audit of the financial statements. We compared and reconciled
the supplementary information to the underlying accounting records used to prepare the financial
statements‘or to the financial statements themselves.

Qur responsibility also includes communicating to you any information we believe is a material
misstatement of fact. Nothing came to our attention that caused us to believe that such information, or its
manner of presentation, is materially inconsistent with the information, or manner of its presentation,
appearing in the financial statements.



Compliance with Public Funds Investment Act

The Public Funds Investment Act, (the “Act”) requires that we include, as part of our audit, procedures to
determine if the Comal County Emergency Services District No. 6 complied with the provisions of the Act.
We found, as a result of our audit that with respect to the Comal County Emergency Services District No.
6, that the District complied in all material respects, with the provisions of the Act. In the event that the
District intends to engage in investing activities, the Act requires that the District adopt a written
investment policy to be reviewed annually.

This report is intended solely for the information and use of the Board of Commissioners of the Comal

County Emergency Services District No. 6 and is not intended to be and should not be used by anyone
other than these specified parties.

Armstrong, Vaughan & Associates., P.C.

May 09, 2016
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INDEPENDENT AUDITOR’S REPORT

District Commissioners
Comal County Emergency Services District No. 6

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities and thesmajor fund
of the Comal County Emergency Services District No. 6 (a component unit of Comal County), as of and
for the year ended December 31, 2015, and the related notes to the financial statements, which collectively
comprise the Comal County Emergency Services District No. 6” basic financial statements as listed in'the
table of contents.

Management’s Responsibility for the Financial Statements

The Comal County Emergency Services District No. 6 management is responsible for the preparation and
fair presentation of these financial statements in accordance,with accounting principles generally accepted
in the United States of America; this includes the design, implementation, and maintenance of internal
control relevant to the preparation.and fair presentation of financial statements that are free from material
misstatement, whether due.to fraud or error.

Auditor’s Responsibility

Our responsibility is to express anfopinion on these financial statements based on our audit. We conducted
our audit,in accordance with-uditing,standards generally accepted in the United States of America. Those
standards require that we plan and“perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement.

An audit involves perfarming procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the District’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the District’s
internal control.  Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.

941 West Byrd Blvd., Suite 101 @ Universal City, Texas 78148
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the governmental activities and major fund of the Comal County Emergency Services
District No. 6, as of December 31, 2015, and the respective change in financial position for the year then
ended in accordance with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and budgetary comparison as listed in the Table of Contents be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board (GASB), who cansiders it to be
an essential part of financial reporting for placing the basic financial statements \in an appropriate
operational, economic, or historical context. We have applied certain limited?procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States'of
America, which consisted of inquiries of management about the methads of preparing the information and
comparing the information for consistency with management’s responses to our inguiries, the basi¢
financial statements, and other knowledge we obtainedsduring our audit of the basie financial statements.
We do not express an opinion or provide any assurance on the information because the limited procedures
do not provide us with sufficient evidence to express an apinion or provide any assurance.

Other Information

Our audit was condueted for the purpose of forming opinionston the financial statements that collectively
comprise the Comal County Emergency Services District‘No. 6 basic financial statement. The comparative
statements are presented for the purpose of additional analysis and are not a required part of the financial
statements.

The comparative statements are the responsibility of management and were derived from and relate directly
to the underlying accounting and other records,used to prepare the financial statements. Such information
has been subjected to the auditing procedures applied in the audit of the basic financial statements and
certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and \other records used to prepare the basic financial statements or to the basic
financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the information is fairly stated in all
material respects, in relation to the financial statements as a whole.

4,mam{, %évv f Hrsreinta, P

Armstrong, Vaughan & Associates, P.C.
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MANAGEMENT’S DISCUSSION AND ANALYSIS

This section of Comal County Emergency Services District No. 6° annual financial report presents our discussion
and analysis of the District’s financial performance during the fiscal year ended December 31, 2015. Please read it
in conjunction with the District’s financial statements, which follow this section.

FINANCIAL HIGHLIGHTS

e The District’s total net position was $1.7 million at December 31, 2015.

e During the year, the District’s expenses were $460 thousand less than the $1.6 million generated in taxes
and other revenues from governmental activities.

e  The total cost of the District’s programs increased $83 thousand from last year, but no programs were added
this year. Increases were caused by increased cost of fire protection.

e The general fund reported a fund balance this year of $1.1 million.

e The District did not issue bonds during fiscal year ending December'31, 2015.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of three parts—management’s discussion Figure A-1, Required Components of the
and analysis (this section), the basic financial statements, and required District’s Annual Financial Report
supplementary information. The basic financial statements include two

kinds of statements that present different.views of the District:

e The first two.statements are government-wide financial _statements

that provide both long-term and 'short-term information about the : — A —
District’s overall financial status:
Nanagement's Basic Required
- . . Descusdcon Financial Supplementary
e The remaining statements are fund financial statements that focus | Statements Information

on individual \parts of the governmient, reporting the District’s | 4 . ..
operations in more detail than the government-wide statements.

e The governmental funds statements tell how general government .
services were financed in the short-term as well as what remains
for future spending:. -

The financial statements also include notes that explain some of the
information in the financial statements and provide more detailed data. ||Government-wide Fund Hotes
The_.statements are followed by a section of required supplementary Financia Financia o the
information that further explains and supports the information in the Fnancial
financial statements. Figure A-1 shows how the required parts of this
annual report are arranged and related to one another.

Figure A-2 summarizes the major features of the District’s financial

statements, including the portion of the District government they cover Summary <‘::> Detail
and the types of information they contain. The remainder of this overview

section of management’s discussion and analysis explains the structure and contents of each of the statements.



Figure A-2. Major Features of the District's Government-wide and Fund Financial Statements

Fund Statement

Type of Statements Government-wide Governmental Funds
Scope Entire District's government | The activities of the District that are not proprietary
(except fiduciary funds) or fiduciary

Required financial |+ Statement of Net Position  |* Balance Sheet
statements * Statement of Activities + Statement of Revenues, Expenditures & Changes
in Fund Balances

Accounting basis Accrual accounting and Modified accrual accounting and current
and measurement economic resources focus financial resources focus
focus
Type of All assets and liabilities, Only assets expected to be used up and liabilities
asset/liability both financial and capital, that come due during the year or soon, thereafter,
information short-term and long-term no capital assets included
Type of All revenues and Revenues for which cash is received during or soon
inflow/outflow expenses during year, after the end of the\year; expenditures when goods
information regardless of when cash or services have been received and payment is

is received or paid due during the year or soon thereafter

Government-Wide Statements

The government-wide statementS report, information about the ‘District as a whole using accounting methods
similar to those used by private-sector.companies. The statement of net position includes all of the government’s
assets and liabilitiess™ All" of the current year’s revenues and’expenses are accounted for in the statement of
activities regardless of when cash is received or paid.

The two government-wide statement8s report the District’s net position and how they have changed. Net Position—
the difference between the District’s assets and liabilities—is one way to measure the District’s financial health or
position.

e Over time, increases or decreases in the District’s net position are an indicator of whether its financial
health\is improving or deteriorating, respectively.

e To assess the overall health of the District, one needs to consider additional nonfinancial factors such as
changes in the District’s tax base.

The government-wide financial statements of the District include the Governmental activities. Most of the
District’s basic services are included here, such as Emergency Services and general administration. Property taxes
finance most of these activities.



Fund Financial Statements

The District has the following kinds of funds:

e Governmental funds—All of the District’s basic services are included in governmental funds, which focus
on (1) how cash and other financial assets that can readily be converted to cash flow in and out and (2) the
balances left at year-end that are available for spending. Consequently, the governmental fund statements
provide a detailed short-term view that helps you determine whether there are more or fewer financial
resources that can be spent in the near future to finance the District’s programs. Because this information
does not encompass the additional long-term focus of the government-wide statements, we provide
additional information at the bottom of the governmental funds statement, or on the subsequent page, that
explain the relationship (or differences) between them.

FINANCIAL ANALYSIS OF THE DISTRICT AS AWHOLE
Net Position. The District’s combined net position was $1.7 million at December 31, 2015. (See Table A-1).
Table A-1

Comal County Emergency Services District No. 6 Net«Position
(In thousands dollars)

Total
Governmental Percentage
Activities Change
2015 2014
Current Assets:
Cash and Investments $ 1,241 $ 647 76.4%
Certificates of Deposit - 203 -100.0%
Property Tax Receivable 1,176 866 35.8%
Sales Tax Reeeivable 74 70 5.4%
Prepaid Items 13 9 43.0%
Noncurrent Assets:
Vehicles 821 800 2.6%
Accumulated Depreciation (308) (192) 60.5%
Total Assets 2,917 2,403 21.4%
Current Liabilities:
Accrued Interest Payable - 4 -100.0%
Lease Payable - Current - 80 -100.0%
Noncurrent Liabilities:
Lease Payable - 166 -100.0%
Total Liabilities - 250 -100.0%
Deferred Inflows of Resources:
Property Taxes Levied for Future Periods 1,245 941 32.3%
Net Position:
Net Investment in Capital Assets 513 362 41.6%
Unrestricted 1,160 850 36.4%
Total Net Position $ 1,672 $ 1212 38.0%

Changes in Net Position. The District’s total revenues were $1.67 million. The District’s revenue comes from
taxes, investment income, and capital grants and contributions. There was no state aid during the fiscal year.

The total cost of all programs and services was $1.2 million.



Governmental Activities
e Property tax rates were assessed at $0.0719 per $100 valuation.
Table A-2

Changes in District’s Net Position
(In thousands dollars)

Total
Governmental Percentage
Activities Change
2015 2014
General Revenues

Property Taxes $ 953 $ 879 8.4%
Sales Taxes 506 397 27.4%
Capital Grant Contribution 179 77 132.3%
Investment Income 3 4 -28.6%
Total Revenues 1,640 1,357 20.9%
Emergency Services 1,150 1,067 7.8%
General Government 25 22 12.4%
Interest on Capital Lease 5 7 -2215%
Total Expenses 1,180 1,096 1.7%
Prior Period Adjustment 402 - 100%
Increase (Decrease) in Net Position $ 863 $ 261 230.6%

Table A-3 presents the cost'of each of the District’s largest functions, as well as each function’s net cost (total cost
less fees generated bythe activities and intergovernmental aid).«The net cost reflects what was funded by local tax
dollars.

e The cost of all governmental‘activities this year was $1.2 million, and were financed 100% through taxes,
contributions,'and investment income.

Table A-3
Cost of Selected District Functions
(In thousands dollars)

Net Cost of Percentage
Services Change
2015 2014
General Administration $ 25 $ 22 12.4%
Emergency Services 972 1,067 -8.9%

FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS

Revenues from governmental fund types totaled $1.6 million. The increase in local revenues is a result of
increasing property valuations, sales taxes collected, and contributions received. Additionally, significant
population growth has resulted in increased expenses for emergency services.

General Fund Budgetary Highlights

Over the course of the year, the District did revise its budget. Actual expenditures were $4 thousand less than
budget amounts.



Revenues were $302 thousand more than the final budgeted amount, as sales tax collections were greater than
expected and the capital grant contribution was not anticipated.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At the end of 2015, the District had invested $821 thousand in three fire trucks. After depreciation is taken, the
Net Capital Assets totaled $513 thousand for the year ending 2015.

Long Term Debt

At year end the District had no outstanding long-term debt, a decrease of $246 thousand from the prior year as<the
capital lease was paid off in full in the current year.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

e The property tax rate for the 2016 budget preparations increased from.$0.0719 per $100 valuation to
$0.0860 per $100 valuation. The projected revenues for the 2016 budget preparation increased to $1.2
million. This is a 6.9% increase due to increasing property valuations.

e  General operating fund spending increased in the 2016 budget from $1.3 millionsto $1.7 million. The
significant increase is primarily due to budgeted central station renovations.

These indicators were taken into account when adopting the ‘general fund budget for 2016. Amounts available for
appropriation in the general fund budget are $1.7 million, a decrease of 2.6% under the final 2015 actual revenue
of $1.63. Property taxes are expectéd'to,increase due to increases in property valuations and property tax rate. The
District will adjust expenditures tofinance programs the District currently offers.

If these estimates ‘are realized, the District’s budgetary general fund balance\is expected to change appreciably by
the close of 2016.

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide Comal County Emergency Services District No. 6 citizens, taxpayers,
customers, and investors and creditors with a‘general overview of the District’s finances and to demonstrate the
District’s accountability for the money it receives. If you have questions about this report or need additional
financial information, contact the District Administrator by phone at 210-688-0665.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 6
ANNUAL FINANCIAL REPORT
FOR YEAR ENDED DECEMBER 31, 2015

BASIC FINANCIAL STATEMENTS

The basic financial statements include integrated sets of financial statements as required by the
Governmental Accounting Standards Board (GASB). The sets of statements include:

e  Government — wide financial statements
e Fund financial statements:
- Governmental funds

In addition, the notes to the financial statements are included to provide.info on t

essential to a user’s understanding of the basic financial statements.



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 6
STATEMENT OF NET POSITION

DECEMBER 31, 2015

ASSETS

Current Assets:
Cash and Cash Equivalents
Property Tax Receivable, Net of Allowance
Sales Tax Receivable
Prepaid Items
Total Current Assets

Capital Assets:
Vehicles
Less:
Accumulated Depreciation
Total Capital Assets

TOTAL ASSE

ESOURCES

ET POSITION

The accompanying notes are an integral part of these statements.
9

Governmental
Activities

$ 1,141,067
1,176,730

512,619

2,917,074

1,244,783

1,244,783

512,619
1,159,672

$ 1,672,291




COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 6
STATEMENT OF ACTIVITIES
FOR YEAR ENDED DECEMBER 31, 2015

Program Revenues Net (Expenses),
Operating  Revenues and
Charges for ~ Grants and Changes in
Functions and Programs Expenses Services Contributions Net Position

Primary Government:
Governmental Activities:

Emergency Services $ 1,150,785 $ - $ 178,885
General Administration 23,724 - -
Interest on Capital Lease 5,424 -

Total Governmental Activities 1,179,933 -

Total Primary Government $ 1,179,933 $ - 178,885

General Revenues:
General Property Taxes
General Sales Taxes
Interest Income

952,734
505,733
2,856

Total General Rever

1,461,323

Change in Net 460,275

1,212,016

$ 1,672,291

The accompanying notes are an integral part of these statements.
10



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 6

BALANCE SHEET
GOVERNMENTAL FUND
DECEMBER 31, 2015

ASSETS

Cash and Cash Equivalents

Property Tax Receivable, Net of Allowance
Sales Tax Receivable

Prepaid Items

TOTAL ASSETS

DEFERRED INFLOWS OF RESOURCES AND
FUND BALANCE
Deferred Inflows of Resources:
Property Taxes Levied for Future Period
Unavailable Property Tax Revenue

Resources

The accompanying notes are an integral part of these statements.
11

General
Fund

$ 1,141,067
1,176,730

1,244,783
20,355

1,265,138

12,867
600,000
526,450

1,139,317

2,404,455




COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 6
RECONCILIATION OF THE GOVERNMENTAL FUND
BALANCE SHEET TO THE STATEMENT OF NET POSITION
DECEMBER 31, 2015

TOTAL FUND BALANCE - GOVERNMENTAL FUND $ 1,139,317

Amounts reported for governmental activities in the Statement of
Net Position are different because:

Capital Assets used in governmental activities are not financial resources
and, therefore, are not reported in the funds.

Property taxes receivable are not available to pay current period

expenditures and, therefore, are deferred in the fund statements. 20,355

TOTAL NET POSITION - GOVERNMENTAL ACTIVITI

$.1,672,291

The accompanying notes are an integral part of these statements.
12



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 6
STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE - GOVERNMENTAL FUND
FOR THE YEAR ENDED DECEMBER 31, 2015

General
Fund
REVENUES
Property Taxes $ 940,063
Sales Taxes 505,73

Capital Grant Contribution
Interest and Other Income
TOTAL REVENUES

EXPENDITURES

Current:

Emergency Services 1,034,507
Administrative 23,724
Capital Outlay 20,760

Debt Service:
Principal 245,900
Interest 9,466
1,334,357
293,180
293,180
846,137
$ 1,139,317

The accompanying notes are an integral part of these statements.
13



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 6
RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCE OF THE
GOVERNMENTAL FUND TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED DECEMBER 31, 2015

NET CHANGE IN FUND BALANCES - GOVERNMENTAL FUND

Amounts reported for governmental activities in the Statement of
Activities are different because:

Governmental funds report capital outlays as expenditures. However,
in the statement of activities the cost of those assets is allocated over
their estimated useful lives and reported as depreciation expense. This
is the amount by which depreciation exceeded capital outlay.

Additions to Capital Assets
Depreciation

The issuance of long-term debt (e.g. bonds and capital leases) provides
current financial resources to government funds, while the repayment
of the principal of long-term debt consumes the current financial
resources of governmentaldfunds. Neither transaction, however, has
any effect on net position.

Principal Payments on Capital Lease
Change in Accrued Interest on Capital Lease

Revenues in the Statement of Activitiesthat do not/provide current
financial resources are not reported as revenues-in the funds. The
change of property tax receivable reported in the statement of activities
does not provide current financial resources and, therefore, is not
reported as'revenue in the governmental fund.

CHANGE IN NET POSITION - GOVERNMENTAL ACTIVITIES

The accompanying notes are an integral part of these statements.
14

20,760

(116,277)

245,900
4,041

$ 293,180
(95,517)
249,941

12,671

S 460275
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NOTES TO BASIC FINANCIAL STATEMENTS ‘
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COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 6
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2015

NOTE 1 -- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Comal County Emergency Services District No. 6 (a component unit of Comal County) is a political
subdivision of the State of Texas and was created by the Comal County Commissioners’ Court after a Public
Election in 2003. The District was created to provide emergency services and promote public safety, welfare,
health and convenience of persons residing in the District.

The financial statements of the District have been prepared in conformity with generally accepted acecounting
principles (GAAP) as applied to government units. The Governmental Accounting Standards Beard (GASB)
is the accepted standard setting body for establishing governmental accounting and financial reporting
principles. The more significant of the District’s accounting policies are described below:

A THE FINANCIAL REPORTING ENTITY

In evaluating how to define the government for financial purpases, managementshas considered all
potential component units. The definition of thesreporting entity is based primarily on the concept of
financial accountability. A primary government is\financially accountable for the organizations that
make up its legal entity. It is also financially accountable for legally separate organizations if its
officials appoint a voting majority of an organization’s governing body and either it is able to impose
its will on that organization,or there is a potential for the organization to provide specific financial
benefits to, or to_impose specific financial burdens on, the primary government. Based on the
foregoing criteria, there were na component units identified that.\would require inclusion in this report.

B. GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

The government-widerfinancial statements include the statement of net position and the statement of
activities. Government-wide statements report information on all of the activities of the District.
Governmental ‘activities are supported mainly by property taxes.

The statement of activities reflects the degree to which the direct expenses of a given function or
segment is offset\by program revenues. Direct expenses are those that are clearly identifiable with a
specific function. \Pragram revenues include 1) charges to customers or applicants who purchase, use
or directly benefit from goods, services or privileges provided by a given function and 2) grants and
contributions that are restricted to meeting the operational or capital requirements of a particular
function or segment. Taxes and other items not properly included in program revenues are reported as
general revenues.

Separate fund financial statements are provided for governmental funds. The General Fund meets
the criteria of a major governmental fund. The District has no other governmental funds.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 6
NOTES TO BASIC FINANCIAL STATEMENTS (CONT.)
DECEMBER 31, 2015

NOTE 1 -- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT.)

C. MEASUREMENT FOCUS, BASIS OF ACCOUNTING, AND FINANCIAL STATEMENT
PRESENTATION

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting. Revenues are recorded when earned and expenses_are
recorded when a liability is incurred, regardless of the timing of related cash flows. Revenue'types,
which have been accrued, are revenue from the investments, intergovernmental revenuefand charges
for services. Property taxes are recognized in the year for which they are levied. Grants are
recognized as revenue when all applicable eligibility requirements imposed bysthe provider are met.

Revenues are classified as program revenues and general revenues.  Program revenues include
1) charges to customers or applicants for goods, services, or privileges provided, 2) operating grants
and contributions, and 3) capital grants and contributions. General revenues include all taxes, grants
not restricted to specific programs and investment,earnings.

Governmental fund level financial statements are reported using current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon as
they are both measurable and,available. Revenues are considered available when they are collectible
within the current period or'soon\enough thereafter to pay liabilities of the current period. Measurable
and availablerevenues include revenues expected to_be received within 60 days after the fiscal year
ends. Receivables which are measurable but not«Collectible within 60 days after the end of the fiscal
period are ‘reported as deferred revenue. Property taxes which were levied prior to December 31,
2014, and became due January 01, 2015 have been assessed to finance the budget of the fiscal year
beginning January 0142015.

Expenditures generally are recorded when an expense is incurred.

The government reports the following major governmental fund:

The General Fund is the general operating fund of the District and is always classified as a major
fund./ The General Fund is used to account for all financial resources except those required to be
accounted for in another fund. Major revenue sources include property taxes; sales taxes; and
investment of idle funds. Primary expenditures are for general administration, emergency services and
management.

The District has no other major governmental funds.

D. CASH AND CASH EQUIVALENTS

Cash and cash equivalents include cash deposits and investments with a maturity date within three (3)
months of the date acquired by the District.

17



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 6
NOTES TO BASIC FINANCIAL STATEMENTS (CONT.)
DECEMBER 31, 2015

NOTE 1 -- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT.)
E. INVESTMENTS

State statutes authorize the District to invest in (a) obligations of the United States or its agencies
and instrumentalities; (b) direct obligations of the State of Texas or its agencies; (c) other
obligations, the principal and interest of which are unconditionally guaranteed or insured by the
State of Texas or the United States; (d) obligations of states, agencies, counties, cities, and«other
political subdivisions of any state having been rated as to investment quality by_afnationally
recognized investment rating firm and having received a rating of not less than A or its equivalent;
(e) certificates of deposit by state and national banks domiciled in this statesthat are (i) guaranteed
or insured by the Federal Deposit Insurance Corporation, or its successor; or, (ii) secured'by
obligations that are described by (a) - (d); or, (e). Statutes also.allow investing in local government
investment pools organized and rated in accordance with the Interlocal Cooperation Act, whose
assets consist exclusively of the obligations of the United\ States or _its" agencies and
instrumentalities and repurchase assessments_involving those same obligations. The District has
all its monies in interest bearing checking accounts, savings accounts;‘money market accounts or
certificates of deposit. Earnings from these investments are added to each account monthly or
quarterly.

F. ACCOUNTS RECEIVABLE

Propertyitaxes are levied based on taxable|valuedat January. 1 and become due October 1 and past
due after ‘the following January 31. Accordingly, receivables and revenues for property taxes are
reflected on the government-wide statement based on the full accrual method of accounting.
Property taxes reccivable forprior year’s levy is shown net of the allowance for doubtful accounts.

Sales taxes are reported based on sales and use transactions occurring within the borders of the
District. Sales taxes are reported and payments are submitted monthly to the Texas Comptroller of
Public Accounts, who releases the District’s portion of revenues collected. Sales taxes receivable
are reflected on'the government-wide statement based on the full accrual method of accounting.

G. PREPAID ITEMS

Payments made for goods and services in advance are recorded as prepaid items on the balance
Sheet.

H. CAPITAL ASSETS

Capital assets, which include fire trucks, are reported in the government-wide financial statements.
Capital assets are recorded at historical costs if purchased or constructed. Donated capital assets
are recorded at estimated fair market value at the date of donation.

The costs of normal maintenance that do not add to the value of the asset or materially extend asset

lives are not capitalized. Interest has not been capitalized during the construction period on
property, plant, and equipment.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 6
NOTES TO BASIC FINANCIAL STATEMENTS (CONT.)
DECEMBER 31, 2015
NOTE 1 -- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT.)
H. CAPITAL ASSETS (Cont.)

Capital assets are depreciated using the straight-line method over the following estimated useful
lives:

ASSETS YEARS

Vehicles 7 years

l. UNAVAILABLE REVENUE

Property tax revenues are recognized when they become both measurable and available in the fund
statements. Available means when due, or past due, and receivable within.the current period or
expected to be collected soon enough thereafter to be used to pay liabilities of the current period.
Property tax revenues not expected to be available for the ‘current period are reflected as
unavailable revenue (a deferred inflow of resources).

Property taxes levied®in October are used to finance the following calendar year and are also
reflected as property taxes levied for future periods.

J. DEFERRED OUTFLOWS/INFLOWS OF RESOURCES

In addition'to assets, the statement of financial position will sometimes report a separate section for
deferred ouflows of resources. wThis separate financial statement element, deferred outflows of
resources, represents a consumption,of net position that applies to a future period(s) and so will
not be recognized as an outflow of resources (expense/expenditure) until then. The District does
not have any items that qualify for reporting in this category.

Deferred inflows of resources represents an acquisition of net position that applies to a future
periad and so will'not be recognized as an inflow of resource (revenue) until that time. Unavailable
revenue is reported only in the governmental funds balance sheet under a modified accrual basis of
accounting. Unavailable revenues from property tax receivables are deferred and recognized as an
inflow of resource in the period the amounts become available.

K. FUND EQUITY

Fund balances in governmental funds are classified as follows:

Nonspendable — Represents amounts that cannot be spent because they are either not in spendable
form (such as inventory or prepaid items) or legally required to remain intact.

Restricted — Represents amounts that are constrained by external parties, constitutional provisions
or enabling legislation.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 6
NOTES TO BASIC FINANCIAL STATEMENTS (CONT.)
DECEMBER 31, 2015

NOTE 1 -- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT.)
K. FUND EQUITY (CONT.)

Committed — Represents amounts that can only be used for a specific purpose determined by a
formal action of the government’s highest level of decision-making authority. The District Board
of Commissioners is the highest level of decision-making authority for the government that can, by
adoption of an ordinance prior to the end of the fiscal year, commit fund balance. Once adopted,
the limitation imposed by the ordinance remains in place until a similar action isstaken (the
adoption of another ordinance) to remove or revise the limitation. .

Assigned — Represents amounts which the District intends to use for.a‘specific purpose but do not
meet the criteria of restricted or committed. The District Commissioners may make assignments
through formal documentation in the minutes. The District Commissioners are the only entities
that may make assignments at this time.

Unassigned — Represents the residual balance that may be spent on”any other purpose of the
District.

When an expenditure is.incurred for a purpose in which,multiple classifications are available, the
District considers.restricted balances spent first, committed, second, assigned third, and unassigned
fourth.

L. NET POSITION

Net position represents the difference between assets and liabilities. Net investment in capital assets
consists of capital assets, net.of accumulated depreciation, reduced by the outstanding balances of
any boerrowing used for the acquisition, construction, or improvements of those assets, and adding
back unspent proceeds. Net position is reported as restricted when there are limitations imposed on
their, use either through the enabling legislation adopted by the District or through external
restrictions impaosed by creditors, grantors, or laws or regulations of other governments.

M USE OF ESTIMATES

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 6
NOTES TO BASIC FINANCIAL STATEMENTS (CONT.)
DECEMBER 31, 2015

NOTE 1 -- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT.)

N. RECLASSIFICATIONS

Certain reclassifications have been made to the prior periods presented to conform to the current
presentation. These reclassifications had no effect on fund equity.

NOTE 2 -- CASH AND CASH INVESTMENTS

The District’s funds are required to be deposited and invested under the terms of a depository contract.
The depository bank deposits for safekeeping and trust with the District’s agent-bank approved pledge
securities in an amount sufficient to protect District 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 dollar
amount of Federal Deposit Insurance Corporation (“FDIC”) insurance!

1.

Cash

At December 31, 2015, the carrying amount of the District’s deposits in the bank was $1,141,067
and the bank balance was $1,152,653. Of the bank\balance, $250,000 was covered by federal
deposit insurance and the District’s depository had pledged securities having a face value of
$1,155,000 and a.market value of $1,193,807 as collateral for the District deposits. All of the
District’s cashfwas fully collateralized.

Investments

The District is required by Government Code Chapter 2256, The Public Funds Investment Act, to
adopt, implement, and publicizeran investment policy. That policy must address the following
areas: (1) safety of principal and liquidity, (2) portfolio diversification, (3) allowable investments,
(4)'acceptable risk levels, (5) expected rates of return.

The Public Funds Investment Act (“Act”) requires an annual audit of investment practices. Audit
procedures in this area conducted as a part of the audit of the basic financial statements disclosed
that/in the areas” of investment practices, management reports and establishment of appropriate
policies, the District adhered to the requirements of the Act. Additionally, investment practices of
the District were in accordance with local policies.

The Act determines the types of investments which are allowable for the District. These include,
with certain restrictions, 1) obligations of the U.S. Treasury, U.S. agencies, and the State of Texas,
2) certificates of deposit, 3) certain municipal securities, 4) securities lending program, 5)
repurchase agreements, 6) bankers acceptances, 7) mutual funds, 8) investment pools, 9)
guaranteed investment contracts, and 10) commercial paper.

The District had no investments at December 31, 2015.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 6
NOTES TO BASIC FINANCIAL STATEMENTS (CONT.)
DECEMBER 31, 2015

NOTE 2 -- CASH AND CASH INVESTMENTS (CONT.)

3.

Analysis of Specific Deposit and Investment Risks

GASB Statement No. 40 requires a determination as to whether the District was exposed to the
following specific investment risks at year end and if so, the reporting of certain related
disclosures:

a. Credit Risk
Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill
its obligations. The ratings of securities by nationally recognized rating agencies are
designed to give an indication of credit risk. At year end, the District was not significantly
exposed to credit risk.

b. Custodial Credit Risk
Deposits are exposed to custodial credit risk if they'are not covered by depository
insurance and the deposits are uncollateralized, collateralized with securities held by the
pledging financialinstitution, or collateralized with securities held by the pledging financial
institution’s trust department or agent but not in the District’s name.
Investment securities are exposed to custodial credit risk. if the securities are uninsured, are
not registered in thesame of the government, and are held by either the counterparty or the
counterparty’s trust department or agent but not in the District’s name.
At year end, the District was not exposed to custodial credit risk.

C. Concentration of Credit Risk

The risk is the risk of loss attributed to the magnitude of a government’s investment in a
single issuer. At year end, the District was not exposed to a concentration of credit risk.

d: Interest Rate Risk

This is the risk that changes in interest rates will adversely affect the fair value of an
investment. At year-end, the District was not exposed to interest rate risk.

e. Foreign Currency Risk

This is the risk that exchange rates will adversely affect the fair value of an investment. At
year end, the District was not exposed to foreign currency risk.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 6
NOTES TO BASIC FINANCIAL STATEMENTS (CONT.)
DECEMBER 31, 2015
NOTE 3 -- CAPITAL ASSETS

Capital asset activity for the year ended December 31, 2015, was as follows:

Adjustments
Balance and Balance
Governmental Activities 1/1/15 Additions Disposals 12/31/15
Vehicles $ 800,100 $ 20,760 % - $¢ 820,860
Less Accumulated Depreciation (191,964) (116,277) - (308,241)

$ 608136 $ (95517) $ $ 512,619

NOTE 4 -- CAPITAL LEASES

The District entered into a capital lease agreement with, Oshkosh Capital for the_purchase of a fire truck.
The original lease agreement is in the amount of $592,044.and is for a five-year term, with a maturity date
of May 2017, and a nominal annual interest rate of 2.5% The lease called for a down payment of $192,044

at signing, leaving a remaining $400,000 debt to be paid in annual payments of $86,099 through the lease
term. The remaining principle balanee of $258,297 was paid off during the current year.

NOTE 5 -- AD VALOREM (PROPERTY) TAXES

The District has contracted with the‘Comal County Tax Assessor-Collector to collect taxes on its behalf.
Current year taxes become delinquent February 1. Current year delinquent taxes not paid by July 1 are
turned over to attorneys for.collectionsaction.

For fiscal year 2015, the assessed tax rate for the District was $0.071900 per $100 on an assessed
valuation of $1,315,744,093. Total tax levy for fiscal year 2015 was $946,020. As of December 31,
2015, the delinquent current taxes for the 2014 levy were $7,729.

NOTE 6 -- CONTINGENT LIABLITIES

Litigation

The District is not aware of any pending or threatened litigation.

NOTE 7 -- CONCENTRATION OF EXPENDITURES

For fiscal year 2015, the District paid the City of Schertz, EMS $93,450 and Bracken Volunteer Fire

Department $941,057 for providing emergency services to the District, which combined was approximately
77% of the total expenditures of the District.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 6
NOTES TO BASIC FINANCIAL STATEMENTS (CONT.)
DECEMBER 31, 2015

NOTE 8 -- SERVICE PROVIDER AGREEMENT

The District is currently engaged with the City of Schertz, Schertz EMS, to provide certain emergency
medical services and emergency medical transport within the boundaries of the District. The District shall
provide a quarterly payment to the City equal to one-quarter of the annual fee of $13.35 per citizen located
within the District’s boundaries. The relationship between the City and the District is renewed annually,
and may be terminated by either party during the annual renewal process.

The District is currently engaged with Bracken Volunteer Fire Department (a nonprofit fire.department)
designating the Department as the District’s agent for providing fire suppression and extinguishment within
the boundaries of the District. The District provides quarterly reimbursement of qualified expenditures to
the Department based on expenditures and budgets approved by the District®Commissioners. Title and
ownership of all assets purchased with funds provided by the District_aré to remain with the Department
until dissolution of the relationship between the Department and the District. Upon dissolution of the
relationship between the Department and the District, title and ownership of all assetsfpurchased with
District funds will be transferred to the District or an entity determined by the Distriet:

NOTE 9 -- RISK MANAGEMENT

The Comal County Emergency Services District No. 6 is exposed to various risks of loss related to torts;
theft of, damage to, and _destruction of, assets; errors and omissions; injuries; and natural disasters. To
cover this risk the District contracts 'with the Volunteer Firemén’s Insurance Services (VFIS) of Texas to
provide insurance coverage for Property/Casualty.  Contributions are set annually by VFIS. Liability by
the District is generally limited to £he contributed amounts. Annual contributions for the year ended
December 31, 2015, were $1,280:

NOTE 10 -- SUBSEQUENT EVENTS
As of December 31, 2015, the District is pursuing the purchase of a 3-acre property for construction of a

substation. The District approved to offer up to $108,000 for the property, contingent on lifting certain
homeowner association restrictions.
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REQUIRED SUPPLEMENTARY INFORMATION

Required supplementary information includes financial information and disclosures that are requi e
GASB but are not considered a part of the basic financial statements. Such information inc

o Budgetary Comparison Schedule — General Fund ?
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COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 6
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -
BUDGET AND ACTUAL
GENERAL FUND
FOR THE YEAR ENDED DECEMBER 31, 2015

Variance
Budget Amounts Favorable
Original Final Actual (Unfavorable)
REVENUES
Property Taxes $ 946,246 $ 946,246 $ 940,068 $ (6,183)
Sales Taxes 377,000 377,000 505,733 128,733
Capital Grant Contribution - - 178,885 178,885
Interest and Other Income 2,000 2,000 2,856 856
TOTAL REVENUES 1,325,246 1,325,246 1,627,537 302,291
EXPENDITURES
Current:
Emergency Services 1,027,850 1,034,507 1,034,507 -
Administrative 29,602 29,602 23,724 5,878
Capital Outlay - 21,103 20,760 343
Debt Service:
Principal 253,000 253,000 245,900 7,100
Interest - - 9,466 (9,466)
TOTAL EXPENDITURES 1,310,452 1,338,212 1,334,357 3,855
Net'Change in Fund Balance 14,794 (12,966) 293,180 306,146
Fund Balance - Beginning of Year 846,137 846,137 846,137 -
Fund Balance - End of Year $ 860,931 $ 833171 $ 1,139,317 $ 306,146
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COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 6
NOTES TO SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE -
BUDGET AND ACTUAL
DECEMBER 31, 2015

Budgetary Information — The budget is prepared in accordance with accounting principles generally
accepted in the United States of America. The District maintains strict budgetary controls. The objective
of these controls is to ensure compliance with legal provisions embodied in the annual appropriated budget
approved by the District’s Board and as such is a good management control device.

Actual expenditures may not legally exceed appropriations. Actual expenditures did not excee
appropriations for the year ended December 31, 2015.
The District does not use encumbrances.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 6
COMPARATIVE BALANCE SHEET
GENERAL FUND
DECEMBER 31, 2015 AND 2014

2015 2014
ASSETS
Cash and Cash Equivalents $ 1,141,067 $ 646,776
Certificates of Deposit - 203,174
Property Tax Receivable, Net of Allowance 1,176,730 866,254
Sales Tax Receivable 73,791 70,286
Prepaid Items 12,867 8,862
TOTAL ASSETS $ 2,404,455 $ 1,795,352
DEFERRED INFLOWS OF RESOURCES AND
FUND BALANCE
Deferred Inflows of Resources:
Property Taxes Levied for Future Periods $ 1,244,783 $ 941,530
Unavailable Property Tax Revenue 20,355 7,685
Total Deferred Inflows of Resources 1,265,138 949,215
Fund Balance:
Non-spendable
Prepaid Items 12,867 8,862
Assigned for Emergency Services 600,000 400,000
Unassigned 526,450 437,275
Total Fund Balance 1,139,317 846,137
TOTAL DEFERRED INFLOWS OF RESOURCES
AND FUND BALANCE $ 2,404,455 $ 1,795,352
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COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 6
COMPARATIVE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES - GENERAL FUND
FOR THE YEARS ENDED DECEMBER 31, 2015 AND 2014

REVENUES

Property Taxes

Sales Taxes

Fire Truck Contribution

Interest and Other Income
TOTAL REVENUES

EXPENDITURES
Current:
Emergency Services
Administrative
Capital Outlay
Debt Service:
Principal
Interest
TOTAL EXPENDI

und Balance

2015 2014

$ 940,063 $ 878,081
505,733 396,92
178,885 C

2,856

1,627,537

1,034,507 969,788
21,732

200,190

78,001
8,098
1,277,809

78,529

846,137 767,608

$ 1,139,317 $ 846,137
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Rick C. Reed
8% COMPANY, PLLC

Certified Public Accouniants

INDEPENDENT AUDITORS' REPORT

To the Board Members
Comal County Emergency Services District #7
New Braunfels, TX

We have audited the accompanying financial statements of the governmental activities, and each major_fund of Comal
County Emergency Services District #7 (the District) as of and for the year ended December 31, 2015 and the related
notes to the financial statements, which collectively comprise the District's basic financial statements as listed in the
table of contents, The prior year comparative information shown on pages 10 and 12 has been derived from the
Districts' 2014 financial statements and, in our report dated May 22, 2015, we expressed a qualified opinion on the
respective financial statements of the governmental activities, each majordfund, and the aggregate remaining fund
information.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally acceptéd inythe United States of America; this in¢ludes the design, implementation, and
maintenance of internal controlfelevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditer's Responsibility

Our responsibility is to express opinions on theseifinancial statements based on our audit. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from
misstatement,

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements, The procedures selected depend on the auditor's judgment, including the assessment of the risks of material
misstatemeit of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity's preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity's internal control. Accordingly, we express no such opinion, An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.

Opinions

In our opinion, the financial statements referred to above present fairly in all material respects, the respective financial
position of the governmental activities and each major fund of the Comal County Emergency Services District #7, as.of
December 31, 2015, and the respective changes in financial position for the year then ended in accordanee with
accounting principles generally accepted in the United States of America.

Other Matters
Required Supplemental Information:

Accounting principles generally accepted in the United States of America require that the mandgement's discussion and
analysis and budgetary comparison information on pages 3.through 7 and page 19 be presented to supplement the basic
financial statements. Such information, although not a part of the basic finanial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economiey or historical context. We have applied certain
limited procedures to the required supplementary information in accordance with auditing standards generally accepted
in the United States of Amefica, which consisted of inquiries of management about the methods of preparing the
information and compafing the information for consistency with management's responses to our inquiries, the basic
financial statements, and other knowledge/we obtained during our audit of the basic financial statements. We do not
express an opinion or provide any assurange on the information because the limited procedures do not provide us with
sufficiént evidence to express an opinion orprovide any assurance.

Node C- W&M:ﬂ[’bc

Rick C. Reed & Company, PLLC
May 18,2016



COMAIL COUNTY EMERGENCY SERVICES DISTRICT #7
MANAGEMENT'S DISCUSSION AND ANALYSIS

This section of Comal County Emergency Services District #7 ("ESD #7" "the District") annual financial report
presents management's discussion and analysis of the District's financial performance during the fiscal year
ended December 31, 2015. Please read it in conjunction with the District's financial statements, which follow
this section.

FINANCIAL HIGHLIGHTS
» ESD #7's total net position was $1,672,096 at December 31, 2015.

» Expenses for the year ended December 31, 2015 were $984,290. Revenues exceeded expenses by
$325,465.

OVERVIEW OF THE FINANCIAL STATEMENTS

ESD #7's Annual Financial Report consists of a series of financial statements and accompanying notes, with'the
primary focus being on the District as a whole. The Statément of Net Position and thie Statement of Activities
are government-wide financial statements that provide both short-term and long-term information about the
District's overall financial status. The fund financial statements report ESD #7's operations in more detail by
providing information as to how services are financed in the short-term, ag well as the remaining available
resources for future spending. Additionally, the fund financial statements focus on major funds rather than fund
types. The District has opefund type which is the general fund. This, fund aceounts for property tax revenues
which are collected monthly by Comal County on behalf of the' District. ESD #7 was formed as a subdivision of
the State of Texas as an emergency services district under Health and Safety, Code 776.

Government-Wide Financial Statements

The Statement of Net Position and the Statement of Activities - Emergency services operating activities are
reported in these statements.

The Statement of Net Positien and the Statement of Activities present a view of the District's financial
operations as a whole, reflegt all financial transactions, and provide information helpful in determining whether
the District's financial health or position has improved or deteriorated as a result of the current year's activities.
Both of these statements are prepared using the full accrual basis of accounting similar to that used by most
privatessector companies. The Statement of Net Position includes all assets and liabilities, both short and long
term, and deferred inflow of resources. The Statement of Activities reports all of the current year's revenues and
expenses regardless of when cash is received or paid.




The two government-wide statements report ESD #7's net position, which represent the difference between
assets and (liabilities plus deferred inflows of resources.) Qver time, the increases or decreases in the District's
net position is an indicator of whether its financial health is improving or deteriorating. Additionally, the
District's financial operating results are determined by the difference between the revenues and expenses. To
assess the overall health of the District, consideration should be given to additional non-financial factors such as
changes in the District's tax base, ‘

Fund Financial Statements

Fund financial statements provide a detailed short-term view of ESD #7's operations, focusing on its.most
significant or "major” fund, emergency service operations. The District has one fund -- a general funds

Governmental Funds - The accounting for ESD #7's basic services is included in the gevernmental fund. The
measurement focus and basis of accounting used for reporting continues to be the modified accrual basis which
measures inflows and outflows of current financial resources and the remaining balances at year-end that are
available for spending. Furthermore, under this basis of accountingy changes in net spendable assets are
normally recognized only to the extent that they are expected to have a near-term impact,while inflows are
recognized only if they are available to liquidate liabilities of the current period. Similafly, future outflows are
typically recognized only if they represent a depletion of current financial resources. The District's
governmental fund is the General Fund. The differences in the amounts reported between the fund statements
and the government-wide statements are explained in the reconeiliations provided on pages 11 and 13.

Notes to Financial Statements

The notes provide diselosures and additional information that are essential to a full understanding of the
financial information presented in the government-wide and fund financial statements.

Other Information

In addition to the basic financial statements and accompanying notes, this report also provides certain required
supplementary mformation beginning on page 19.

FINANCIAL ANALYSIS OF ESD #7 AS A WHOLE

The most significant assets of the District consists of taxes receivable, and cash including a money market
account@and two certificates of deposit,




A schedule of ESD #7's net position is summarized as follows:

2015 2014 Change
Assets
Current assets 3 3,306,670 $ 2,870,149 5 436,521
Other assets - - -
Total assets $ 3,306,670 $ 2,870,149 3 436,521
Liabilities _
Current liabilities $ 283437 § 226,084 $ 574353
Long-term liabilities - - -
Total liabilities 283,437 226,084 57,353
Deferred inflow of resources 1,351,137 1,297,434 53,703
Net Position
Unrestricted 1,672,096 1,346,631 325,465
Total net position $ 1,672,096 | § 1,346;631 $ 325,465

The following chart is a graphic representation of the district's assets at December 31, 20135,

Taxes Receivable
28%

Cash
54%

Due from Tax
Office
12%

Certificates of
Deposit
6%




ESD #7's total general revenues were $1,309,755 in 2015; substantially all of the revenue is from property taxes,
The increase from 2014 was due to an increase in assessed property values.

For the year ended December 31, 2015 , the total expenditures were $984,290, an increase of 5.98% over the
prior year. The increase was due mainly to the increase in contract payments to the City of New Braunfels for
fire and emergency services. The contract payments increased from 2014 by $57,353 or 6.34%, The contracted
costs are calculated based upon the District's call volume compared to the City's total call volume, adjusted for
estimated insurance reimbursements. |

The following table summarizes the changes in the District's net position from its activities for the years€nded
December 31, 2015 and 2014;

2015 2014 Change
Revenues;

General Revenues $ 1,309,755 $ 1.273.739 $ 36,016
Total revenues 1,309,755 1,273,739 36.016
Expenditures
General Government 22,603 24,375 - (1L,7T2)
Public safety 961,687 9044334 57,353
Total expenses 984,290 928.709 55,581
Increase in net position 325,465 345,030 (19,565)
Beginning net position, as originally stated (2014) 1,346,631 1,227,685 118,946
Prior period adjustment{1} - {226,084) 226,084
Beginning net position, as restated (2014) 1,346,631 1,601,601 345,030
Ending netposition $ 1,672,096 $ 1,346,631 3 325,465

(1) The District made a change in@ceounting principle to recognize the expense for services paid to the City
of 'New Braunfels in accordance with the modified acerval basis of accounting. This required a prior period
adjustment, see Note D for further explanation:

CAPITAL ASSETS ADMINISTRATION

The District confracts with the City of New Braunfels to provide emergency services, and the District has no
capital assets,

BUDGETARY HIGHLIGHTS

TheStatement of Revenues, Expenditures and Changes in Fund Balances on page 12 indicates General Fund
revenues exceeded expenditures by $321,328 and the fund balance at the end of the year was $1,653,396.

Actual revenues in 2015 were more than budgeted amount by $651, due mainly to penalties and interest under
budgeted. Expenditures were over budget in 2015 by $22,514 because the contracted services expenditures to

the City of New Braunfels was more than originally budgeted amounts, The budget was not amended during
2015. ‘ '




ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

The 2016 property tax rate was decreased from 2015, from $.0815 per $100 property valuation to $.0777 per
$100 property valuation. In 2016, taxable values in the District increased about 5% from 2015 values, but the
tax rate decreased 8% so the assessed Ad Valorem taxes will be about 3% (approx. $44,000) more than the
2015 assessed taxes.

The 2015/2016 contract with the City will require total payments of $1,133,747, an 18% increase from the
2014/2015 contract. The contracted costs are calculated based upon the District's call volume compared to the
City's total call volume, adjusted for estimated insurance reimbursements.

CONTACTING THE ESD's FINANCIAL MANAGEMENT

This financial report is designed to provide our taxpayers, patrons and creditors with a_general overview of the
District's finances and to demonstrate the District's accountability for the mongy it receives. If you have
questions about this report or need additional financial information, contaet'ESD #7 at 301 Main Plaza, Box
372, New Braunfels, Texas 78130,
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COMAL COUNTY EMERGENCY SERVICES DISTRICT #7
STATEMENT OF NET POSITION
DECEMBER 31, 2015

Governmental
Activities
Assets

Cash and cash equivalents $ 1,777,926
Cash with fiscal agent 386,686
Investments 210,319
Property tax receivable 930,948
Prepaids 791

Total assets 3,306,670

Liabilities
Accounts payable

Total liabilities
Deferred Inflow of Resources

Net Position
Unrestricted

Total net

The accompanying notes are an integral part of the financial statements.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT #7
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2015

Governmental
Emergency Services Function, Activities
Expenses:
Public safety $ 961,687
General government 22,603
Total expenses 984,290
General revenues;
Property tax 1,299,976
Penalties and interest - delinquent taxes 7,722
Interest income 2,057
Total general revenues 1,309,755
Change in net position 325,465
Net position, beginning of year, as originally stated 1,572,715
Prior period adjustment {226,084)
Net position, beginning of year, as restated 1,346,631
Net position, endof year 3 1,672,096

The accompanying notes are an integral part of the financial statements,
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COMAL COUNTY EMERGENCY SERVICES DISTRICT #7

BALANCE SHEETS

DECEMBER 31, 2015 AND 2014

Assets
Cash and cash equivalents
Cash with fiscal agent
Investments
Property taxes receivable
Prepaids

Total assets

Liabilities:
Accounts payable

Total liabilities

Deferred Inflow of Resources
Unavailable revenue - property taxes
Fund balances:
Unassigned

Total fund balances
Total liabilities, deferred inflow of resources
and fund balances

2015 2014
General General
Fund Fund
$ 1,777,926 $ 1,410,401
386,686 340,946
210,319 208,787
930,948 909,191
791 824
$ 3,306,670 $ 2.870,149
$ 283,437 $ 226,084
283,437 226,084
1,369,837 1,311,997
1,653,396 1,332,068
1,653,396 1,332,068
$ 3,306,670 $ 2,870,149

The accompanying notes are an integral part of the financial statements.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT #7
RECONCILIATION OF THE BALANCE SHEET OF
GOVERNMENTAL FUNDS TO THE STATEMENT OF NET POSITION
DECEMBER 31, 2015

Amounts reported for governmental activities in the
statement of net position are different because:

Fund balances of all governmental funds (Page 10) b 1,653,396

Property taxes receivable unavailable to pay for current period

expenditures are deferred in the funds. 18,700

Net position of governmental activities (Page 8)

The accompanying notes are an integral part of the financial statements.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT #7

STATEMENTS OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

FOR THE YEARS ENDED DECEMBER 31, 2015 AND 2014

Revenues:
Property tax revenue
Penalties and Interest - delinquent taxes
Interest income

Total revenues
Expenditures:
General government
Public safety
Total expenditures
Excess expenditeres over revenues
Net change in fund balance
Fund balances, beginning of year as originally stated (2014)
Prior period adjustment

Fund balances, beginning of y€éar as restaied (2014)

Fund balances, endof year

The accompanying notes are an integral part of the financial statements.
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2015 2014
General Fund General Fund
$ 1,295,839 $ 1,267,780
7,722 3,568
2,057 1,791
1,305,618 14973,139
22,603 24,375
9614687 904,334
984,250 928,709
321,328 344,430
321,328 344,430
1,332,068 1,213,722

- (226,084)

1,332,068 987,638
$5 1,653,396 $  1332,068




COMAL COUNTY EMERGENCY SERVICES DISTRICT #7
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCES OF GOYERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
DECEMBER 31, 2015

Amounts reported for governmental activities in the
statement of activities are different because:

Net change in fund balances for all governmental funds (Page 12) $ 321,328
Certain property tax revenues are deferred in the funds,

This is the change in the amounts this year. 4,137

Change in net position of governmental activities (Page 9) $ 325465

The accompanying notes are an integral part of the financial statements.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT #7
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2015

A, Summary of Significant Accounting Policies

The financial statements of Comal County Emergency Services District #7 (the "District") have been
prepared in conformity with generally accepted accounting principles applicable to governmental units,
The Governmental Accounting Standards Board ("GASB") is the accepted standard setting body for
establishing governmental accounting and financial reporting principles.

1. Reporting Entity

The Board of Directors ("Board"), a five-member group has governance responsibilities’ over all
activities related to fire emergency service operations within the jurisdiction of the District. The
Board is appointed by the County of Comal, Texas and has the exclusive power and duty to govern.
The District receives funding from local government sources and must comply with the requirements
of those funding entities, However, the District is included in the.County of Comal, Texas’ financial
statements as a component unit and there are no component units included within the reporting
entity. :

2. Basis of Presentation, Basis of Accounting

a.

Basis of Presentation

Government-wide Statements: The statement of net position and the statement of activities
include the financial activities of the overall government. Governmental activities generally are
financed throughproperty fax revenue, which is all recorded as general revenue.

The statefnent of activities presents a single funetion, emergency services. Direct expenses are
those that are specifically associated with a program or function and, therefore, are clearly
identifiable to a particulaf function. Revenues that are classified as general revenues include
property tax, penalty@nd interest collected on delinquent taxes receivable and interest income.

Fund Financial Statements! The, fund /financial statements provide information about the
District's major governmental fund:

General Fund. This is the District's operating fund. It accounts for all financial resources of the
Distriet.

Measurement Focus, Basis of Accounting )
Goevernment-wide Financial Statements: These financial statements are reported using the

gconomic resources measurement focus. The government-wide financial statements are reported

using the accrual basis of accounting, Revenues are recorded when earned and expenses are

recorded at the time liabilities are incurred, regardless of when the related cash flows take place.

Nonexchange transactions, in which the District gives (or receives) value without directly

receiving (or giving) equal value in exchange, include property taxes. On an accrual basis,

revenue from property taxes is recognized in the fiscal year for which the taxes are levied.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT #7
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2015

A. Summary of Significant Accounting Policies (continued)

2. Basis of Presentation, Basis of Accounting - continued

b. Measurement Focus, Basis of Accounting

Governmental Fund Financial Statements: Governmental funds are reported using the current

financial resources measurement focus and the modified accrual basis of accounting, Under this

method, revenues are recognized when measurable and available. The District considers all
revenues reported in the governmental funds to be available if the revenues are collected, except

that property tax revenue is recognized in the year for which taxes have beei levied. Revenues

from local sources consist primarily of property taxes. Miscellaneousifevenues are recorded as

revenue when received in cash because they are generally not measurable until actually received.

Investment earnings are recorded as earned, since they are both measurable and available, The

district records deferred inflow of resources for property taxes cellected in advafice of the tax

year for which the taxes were levied. Expenditures are recorded when the related fund liability is
incurred.

Property taxes are levied October 1 on the assessed wvalue listed as of the prior January 1 for all
real and personal business property in conformity with, Subtitle E of the Texas Property Code.
Taxes are due on.receipt of the tax bill and are delinquent if not paid before February 1 of the
year following the year in which imposed, On Januaty 1| each year, a tax lien attaches to the
property to secure the payment of all taxes, penalties, and interest ultimately imposed.

When the District incursdan expenditure ot expense for which both restricted and unrestricted -
resources may be used, it is.the District's policy to use restricted resources first, then unrestricted
resources.

3. Cash and Cash Equivalents - The District considers cash and cash equivalents to be cash in demand
accounts, certificates of deposit, savings accounts, and other investments with an original maturity of
3 months or less,

4. Receivable and Payable Balances - The District believes that sufficient detail of receivable and
payable balances is provided in the financial statements to avoid the obscuring of significant
components by aggregation. Therefore, no disclosure is provided which disaggregates those
balances.

5. Management's Use of Estimates - The preparation of financial statements in conformity with
generally accepted accounting principles requires the District to make estimates and assumptions that
affect certain reported amounts and disclosures. Accordingly, actual results may differ from those .
estimates.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT #7
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2015

A, Summary of Significant Accounting Policies (continued)

6. Deferred Inflows of Resources - In addition to liabilities, the statement of financial position will
sometimes report a separate section for deferred inflows of resources. This separate financial
statement element, deferred inflows of resources, represents an acquisition of net position that
applies to a future period and so will not be recognized as an inflow of resources (revenue) until that
time. The District has only one type of item, which arises only under a modified accrual basis of
accounting, that qualifies for reporting in the category. Accordingly, the item, unavailable revente, is
reported only in the governmental funds balance sheets. The governmental funds repostinavatlable
revenues for property taxes. These amounts are deferred and recognized as an inflow of resources|in
the period that the amounts became available.

The District adopted the provisions of GASB #63 Financial Reperting of Defetred Outflows of
Resources and Net Position. This statement requires governments te account for deferred outflows

of resources or deferred inflows of resource, deferred inflows of resources and net'position as they

relate to derivatives and service concession aftangements. Under provisions of this statement,

governments will also present a Statement of Net Pasition and changes the caption "Net Assets" to-
"Net Position".

The District adopted the provisions of GASB #65 Ttems Previously Reported as Assets and

Liabilities, This statement establishes accounting and financialreporting standards that reclassify, as

outflows of resotirces or inflows of resources, certain_iteéms that\were previously reported as assets

and liabilities and recognizes, as outflows off resetirces or inflows, of resources, certain items that

were previously reported as assets and liabilities. At December 31, 2015 the District has $1,351,137

deferred inflows of resourees on the statement of net position, relating to ad valorem taxes that are .
reviewed or repotted @s a receivable before the period for which property taxes are available. The

Districts financial reporting has been changed in conformity with the statement.

B. Deposits and Investmenis

The District's funds are reguired to be deposited and invested under the terms of a depository contract.
The depository bank deposits approved pledged securities with the District's agent bank for safekeeping
and trust. The pledge of approved securities is waived only to the extent of the depository bank’s dollar
amount of Federal Deposit Insurance Corporation ("FDIC") insurance. '

Cash Depnosits and Cash Equivalents:

At December 31, 2015, the carrying amount of the District's deposits (cash, certificates of deposit, and
interest-bearing savings accounts included in cash and cash equivalents) and investments was $1,988,245
and the bank balance was $1,988,401. The District's cash deposits at December 31, 2015 were entirely
covered by FDIC insurance or by pledged collateral held by the District's agent bank in the District's
name.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT #7
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2013

B. Deposits and Investmenis (Continued)

Investments:

The GASB issued statement No. 40 "Deposits and Investment Risk Disclosures" which is effective for
periods beginning after June 15, 2004. GASB 40 not only addresses custodial credit risk as noted above,
but other common areas of investment risk as well, such as interest rate risk and credit risk.

Custodial Credit Risk

The District's investments are not categorized by level of risk assumed by the District because the District
invests in certificates of deposit.

Interest Rate Risk

The District's manages its interest rate risk by using certificates @of deposit, but by policy other’,
investments purchased may not have a maturity longer than one year from date of purchase.

Concentration of Credit Risk

The District diversifies its investments in terms of investment instruments, maturity scheduling, and
financial institutions to reduce risk of Toss resulting from over concentration of assets in a specific class
of investments, specific maturity or specific issuer.

Credit Risk
The Certificatesfof Deposit are rated as shown in thesSchedule ‘on page 18. The District's policy to

manage credit risk is to invest in U.S. treasury of agency instruments, public funds investment pools,
certificates of deposits, and money market accounts,

The Distrietis not exposed to foreign curreéncy risk.

The District is required by Government Code Chapter 2256, The Public Funds Investment Act ("Act"), to

adopt, implement, and publicize an investment poficy. That policy must be written; primarily emphasize
safety of prineipal and liquidity; address investment diversification, yield, and maturity and the quality

and capability of investment management; and include a list of the types of authorized investments in

which the dnvesting entity's funds may be invested; and the maximum allowable stated maturity of any

individual investment owned by the entity.

The Act determines the types of investments which are allowable for the District. These include, with
certain restrictions, (1) obligations of the U.S, Treasury, certain U.S. agencies, and the State of Texas, (2)
certificates of deposit, (3) certain municipal securities, (4) money market savings accounts, (5)
repurchase agreements, (6) bankers acceptances, (7) mutual funds, (8) investment pools, (9) guaranteed
investment contracts, and (10) common trust funds.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT #7
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2015

B. Deposits and Investments (Continued)

The District's investments at December 31, 2015 are shown below:

) Maturity
Face Market Rating Date
Included in cash equivalents:
CD Randolph Brooks FCU $ 105,567 $ 105,567 Not Rated 1/6/16
CD Randolph Brooks FCU 104,752 104,752  Not Rated /416

$ 210,319  § 210319

C. G@General Government Expense

The general government expense of $22,603 is the sum of the following eategorics of

expenses:
Appraisal, legal, accounting and professional services § 19,820
General administration 2,783

$¢ 22,603
D. Prior Period Adjustment

ESD #7 has a contract'with the City of New Braunfels for emergency services provided to the District.
Prior to 2015, the expenses for these services were reportéd per the payment terms of the contract versus
when the expenses were actually incurred. Beginning in the 2015, the District is now recognizing these
expenses when ingurred to be in.aceordance with generally accepted accounting principles. The change in
the accounting principle required apprior period adjustment to 2014, which resulted in an increase to
accounts payable of $226,084 and a deerease to the beginning net assets of $226,084.

E. Evaluation of Subsequent Events

The District has evaluated subsequent events through May 18, 2016, the date which the financial -
statements were available to be issued. There were no subsequent events to disclose.
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COMAL COUNTY EMERGENCY SERVICES DISTRICT #7
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL ON A BUDGETARY BASIS - GENERAL FUND
FOR THE YEAR ENDED DECEMBER 31, 2015

Variance
Budgeted Budgetary With Final
Amounts Basis Budget
Original and Actual Positive
Final Amounts (Negative)
Revenues:
Property tax revenue $ 1,299667 § 1,295839 § {3:828)
Sundry other income 5,300 9,779 4,479
Total revenues 1,304,967 1,305,618 : 651
Expenditures:
General government 30,310 22,603 7,707
Public safety 031,466 904,334 27,132
Total expenditures 961,776 926,937 34,839
Excess revenue over expenditures 343,191 378,681 35,490
Fund balances, beginning of year 1,276,618 1,332,068 55,450
Fund balances, end of year - budgetary basis $1,619.809 '§ 1,710,749 § 90,940
Budgetary Information

Budgetary is derived from the anniial opcrating budget and is presented using the cash basis of accounting.
Excess revenue over expenditures budgetary basis $ 378,681
Reconciliation of budgetary basis to GAAP basis:

City contract payments adjustment
from cash basis to accrual basis (57.353)

Excess revenue over expenditures, GAAP basis $ 321328
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