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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors of
Hidalgo County Emergency Services District No. 5
Mission, Texas

Report on the Audit of the Financial Statements

Opinions

We have audited the accompanying financial statements of the governmental activities and the General Fund of the
Hidalgo County Emergency Services District No. 5 as of and for the year ended December 31, 2025, and the related notes
to the financial statements, which collectively comprise the Hidalgo County Emergency Services District No. 5°s basic
financial statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the governmental activities and the General Fund of the Hidalgo County Emergency Services District No. 5
as of December 31, 2025, 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.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be independent of the
Hidalgo County Emergency Services District No. 5 and to meet our other ethical responsibilities, in accordance with the
relevant ethical requirements relating to our audit. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinions.

Emphasis of Matter — Initial Period of Operations

As discussed in Note 1 to the financial statements, voters approved the creation of Hidalgo County Emergency Services
District No. 5 on May 3, 2025, and the District began its initial period of organization and operations during 2025. The
financial statements therefore represent the District’s initial reporting period. As a result, prior-year comparative
information and related management’s discussion and analysis comparisons are not applicable. In addition, because the
District was newly created during the period, budgetary comparison information is not applicable for the initial reporting
period. Our opinion is not modified with respect to this matter.

Responsibilities of Management for the Financial Statements

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

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about the Hidalgo County Emergency Services District No. 5’s
ability to continue as a going concern for twelve months beyond the financial statement date, including any currently
known information that may raise substantial doubt shortly thereafter.
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Auditor’s Responsibilities for the Audit of the Financial Statements

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

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

e Exercise professional judgment and maintain professional skepticism throughout the audit.

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

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Hidalgo County Emergency Services District No. 5’s internal control. Accordingly, no such opinion is expressed.

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

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the Hidalgo County Emergency Services District No. 5’s ability to continue as a going
concern for a reasonable period of time.

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

Required Supplementary Information

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

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated July 27, 2026, on our
consideration of the Hidalgo County Emergency Services District No. 5’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 solely to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on the effectiveness of the Hidalgo County
Emergency Services District No. 5°s internal control over financial reporting or on compliance. That report is an integral
part of an audit performed in accordance with Government Auditing Standards in considering Hidalgo County Emergency
Services District No. 5’s internal control over financial reporting and compliance.

Guitlermo Reyna
Guillermo Reyna, CPA
Certified Public Accountant
McAllen, Texas

July 27, 2026 PAGE 2
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HIDALGO COUNTY EMERGENCY SERVICES DISTRICT No. 5
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2025

This section of Hidalgo County Emergency Services District No. 5's annual financial report presents
management's discussion and analysis of the District's financial performance for the year ended December
31, 2025. Voters approved creation of the District on May 3, 2025, and 2025 represents the District's initial
period of organization and operations. Because this is the District's first reporting period, prior-year
comparisons are not available. This discussion should be read in conjunction with the basic financial
statements and notes that follow.

FINANCIAL HIGHLIGHTS

The District's net position was $3,252,942 as of December 31, 2025.

e The District generated $3,552,394 in property tax revenue and incurred $299,452 in expenses,
resulting in an increase in net position of $3,252,942.

o The General Fund recognized $2,802,417 in revenues and $299,452 in expenditures, resulting in
an ending unassigned fund balance of $2,502,965.

e The year ended December 31, 2025, represents the District's initial reporting period; therefore,
prior-year comparative information is not presented.

e The District did not adopt a formal budget for 2025; therefore, budget-to-actual information is not
presented.

OVERVIEW OF THE FINANCIAL STATEMENTS

In accordance with GASB Statement No. 34 - Basic Financial Statements and Management's Discussion
and Analysis for State and Local Governments, the District presents combined government-wide and
governmental fund financial statements because it is a special-purpose government engaged in a single
governmental program. The financial statements are accompanied by notes, and this management's
discussion and analysis is required supplementary information.

The combined statements begin with columns presenting the General Fund under the current financial
resources measurement focus and modified accrual basis of accounting. The adjustments column converts
those amounts to the economic resources measurement focus and accrual basis of accounting. The final
column presents the government-wide statement of net position or statement of activities.

Combined Financial Statements

Governmental Fund Financial Statements

Governmental fund financial statements focus on near-term inflows and outflows of spendable resources
and on balances available at the end of the fiscal year. Revenues are recognized when they are measurable
and available, and expenditures are recorded when the related fund liability is incurred.

The governmental fund balance sheet reports current financial resources, liabilities, deferred inflows of
resources, and fund balance. Capital assets and long-term liabilities, if any, are not reported in the

governmental fund.

The governmental fund statement of revenues, expenditures, and changes in fund balance reports the
inflows, outflows, and changes in current financial resources during the reporting period.
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HIDALGO COUNTY EMERGENCY SERVICES DISTRICT No. 5
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2025

Government-wide Financial Statements

Government-wide financial statements provide a broad overview of the District's finances using the
economic resources measurement focus and accrual basis of accounting. The statement of net position
reports all assets and liabilities, with the difference reported as net position.

The statement of activities reports how the District's net position changed during the year. Revenues and
expenses are recognized when earned or incurred, regardless of when cash is received or paid.

Notes to the Financial Statements

The notes provide information essential to understanding the District's accounting policies, balances,
commitments, and other matters presented in the government-wide and governmental fund financial
statements.

Required Supplementary Information

This management's discussion and analysis is required supplementary information. Because the District did
not adopt a formal budget for 2025, no budgetary comparison schedule is presented for the initial reporting
period.

NET POSITION

Because 2025 was the District's initial reporting period, prior-year comparisons are not available. At
December 31, 2025, the District reported assets of $3,542,172, consisting primarily of property taxes
receivable of $2,197,013, cash and cash equivalents of $1,111,975, and $233,184 due from another
government for tax collections in transit. Liabilities totaled $289,230 and consisted of accounts payable.
The District reported total net position of $3,252,942, all classified as unrestricted.

The District's Net Position

Governmental
Activities
2025
ASSETS
Cash and Cash Equivalents $ 1,111,975
Property Taxes Receivable (net) 2,197,013
Due From Other Government 233,184
Total Assets $ 3,542,172
LIABILITIES
Current Liabilities
Accounts Payable 289,230
Total Liabilities 289,230
NET POSITION
Unrestricted 3,252,942
Total Net Position 3,252,942
Total Liabilities and Net Position $ 3,542,172
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HIDALGO COUNTY EMERGENCY SERVICES DISTRICT No. 5
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2025

Change in Net Position
Governmental
Activities
2025

General Revenues:

Revenues

Property Tax Revenue $ 3,552,394
Total General Revenues 3,552,394
Expenses

Emergency Services 299,452
Total Expenses 299,452

Net Change in Net Position 3,252,942

Beginning Net Position -
Ending Net Position $ 3,252,942

FINANCIAL ANALYSIS OF THE GOVERNMENT'S FUNDS

At December 31, 2025, the General Fund reported assets of $3,542,172, liabilities and deferred inflows of
resources of $1,039,207, and an unassigned fund balance of $2,502,965. Revenues of $2,802,417 and
expenditures of $299,452 increased fund balance by $2,502,965. Government-wide revenue exceeded
General Fund revenue by $749,977 because property taxes unavailable under the modified accrual basis
were recognized in the government-wide statements.

General Fund Budget

e Because 2025 was the District's initial reporting period, no formal budget was adopted.
Accordingly, budget-to-actual information is not presented.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET AND RATES

e The fiscal year 2026 budget provides for estimated revenues of $3,764,848 and expenditures of
$2,950,000, resulting in a projected increase in fund balance of $814,848. The budget reflects the
District's transition to ongoing emergency-services operations.

REQUESTS FOR INFORMATION

This report provides residents, taxpayers, creditors, and other interested parties with an overview of the
District's finances. Questions or requests for additional information may be directed to the District's
administrative office at 2401 Moorefield Road, Mission, Texas 78574.
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HIDALGO COUNTY EMERGENCY SERVICES DISTRICT NO. 5
Statement of Net Position and Governmental Funds Balance Sheet
As of December 31, 2025

Statement of Net
General Fund Total Adjustments Position
ASSETS
Current Assets:
Cash and Equivalents $ 1,111,975 $ 1,111,975  § - $ 1,111,975
Property Taxes, Net 2,197,013 2,197,013 - 2,197,013
Due From Other Government 233,184 233,184 - 233,184
Total Current Assets 3,542,172 3,542,172 - 3,542,172
TOTAL ASSETS $ 3,542,172 $ 3,542,172 § - $ 3,542,172
LIABILITIES
Accounts Payable $ 289,230 $ 289,230 $ - $ 289,230
TOTAL LIABILITIES 289,230 289,230 - 289,230
DEFERRED INFLOWS OF RESOURCES
Deferred Property Tax Revenues 749,977 749,977 (749,977) -
TOTAL LIABILITIES AND DEFERRED INFLOWS 1,039,207 1,039,207 (749,977) 289,230
FUND BALANCES
Unassigned 2,502,965 2,502,965 (2,502,965) -
TOTAL FUND BALANCES 2,502,965 2,502,965 (2,502,965) -
TOTAL LIABILITIES, DEFERRED INFLOWS
OF RESOURCES AND FUND BALANCES $ 3,542,172 $ 3,542,172
NET POSITION
Unrestricted 3,252,942 3,252,942
TOTAL NET POSITION $ 3,252,942 3,252,942
TOTAL LIABILITIES AND NET POSITION $ 3,542,172

The ing notes to the i are an integral part of this report.
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HIDALGO COUNTY EMERGENCY SERVICES DISTRICT NO. 5
Reconciliation of the Governmental Funds Balance Sheet to the Statement of Net Position
As of December 31, 2025

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

Total Fund Balance - Governmental Funds - Balance Sheet

Property taxes not collected within the District's availability period are reported as unavailable/deferred inflows
in governmental funds. In the Statement of Net Position, the related revenue is recognized when earned.

Total Net Position - Governmental Activities

The accompanying notes to the financial statements are an integral part of this report.
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HIDALGO COUNTY EMERGENCY SERVICES DISTRICT NO. 5§

Statement of Activities and Governmental Funds Statement of Revenues, Expenditures and Changes in Fund Balance
For the Year Ended December 31, 2025

Statement of

General Fund Total Adjustments Activities
REVENUE
Property Tax Revenue $ 2,802,417 $ 2,802,417 $ 749,977 $ 3,552,394
TOTAL REVENUES 2,802,417 2,802,417 749,977 3,552,394
EXPENDITURES
Emergency Services
Emergency Services 289,230 289,230 - 289,230
Licenses and Permits 295 295 - 295
Professional Fees 9,768 9,768 - 9,768
Supplies 159 159 - 159
TOTAL EXPENDITURES 299,452 299,452 - 299,452
EXCESS (DEFICIENCY) OF REVENUES OVER
EXPENDITURES 2,502,965 2,502,965 (2,502,965) -
CHANGE IN NET POSITION $ 3,252,942
FUND BALANCES/NET POSITION -
As of January 1, 2025 $ - $ - $ - $ -
FUND BALANCES/NET POSITION -
As of December 31, 2025 $ 2,502,965 $ 2,502,965 $ 749,977 $ 3,252,942

The accompanying notes to the financial statements are an integral part of this report.
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HIDALGO COUNTY EMERGENCY SERVICES DISTRICT NO. 5

Reconciliation of the Governmental Funds Statement of Revenues, Expenditures and Changes in Fund Balances to the
Statement of Activities
For the Year Ended December 31, 2025

Amounts reported for governmental activities in the Statement of Activities are different because:
Total Net Change in Fund Balances - Governmental Funds $ 2,502,965

Current-year property tax levy amounts earned but unavailable under the modified accrual basis are
recognized as revenue in the government-wide statements. 749,977

Change in Net Position - Governmental Activities $ 3,252,942

The accompanying notes to the financial statements are an integral part of this report.
PAGE 9



(This page intentionally left blank)



NOTES TO FINANCIAL STATEMENTS



HIDALGO COUNTY EMERGENCY SERVICES DISTRICT NO. 5
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended December 31, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

General Statement

This summary of significant accounting policies of Hidalgo County Emergency Services District No. 5 (the
“District”) is presented to assist the reader in understanding the District’s financial statements. The financial
statements and notes are representations of the District’s management.

Voters approved creation of the District on May 3, 2025, under Article 111, Section 48-¢ of the Texas Constitution
and Chapter 775 of the Texas Health and Safety Code. The District began its initial period of organization and
operations during 2025 to protect life and health. It is a political subdivision of the State of Texas governed by a
five-member Board of Emergency Services Commissioners appointed by the Hidalgo County Commissioners
Court. The District follows accounting principles generally accepted in the United States of America for state and
local governments. The Governmental Accounting Standards Board (GASB) is the accepted standard-setting body
for governmental accounting and financial reporting.

Financial Reporting Entity
The District’s financial reporting entity consists of the primary government, Hidalgo County Emergency Services
District No. 5. The District’s basic financial statements include the accounts of all District operations.

The criteria for including organizations as component units within a governmental reporting entity include legal
separateness, appointment of a voting majority of the governing body, the ability to impose will, fiscal dependency,
and the potential for a financial benefit to, or financial burden on, the primary government. Based on these criteria,
management has determined that the District has no component units, and the District is not presented as a
component unit of Hidalgo County, Texas.

Government-Wide and Fund Financial Statements

The District’s accounting and reporting policies conform to accounting principles generally accepted in the United
States of America applicable to state and local governments. The Governmental Accounting Standards Board
(GASB) is the accepted standard-setting body for governmental accounting and financial reporting principles.
GASB Statement No. 34 permits special-purpose governments engaged in a single governmental program to
combine government-wide and governmental fund financial statements. The District has elected to present its
financial statements using the combined format.

The government-wide financial statements report information on all nonfiduciary activities of the District. The
statement of net position presents the District’s assets, deferred outflows of resources, liabilities, deferred inflows
of resources, and net position. The statement of activities presents changes in net position during the fiscal year.

Governmental fund financial statements focus on current financial resources and report near-term inflows,
outflows, and balances of spendable resources. The District reports one governmental fund, the General Fund,
which is the District’s primary operating fund and accounts for all financial resources not required to be accounted
for in another fund.
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HIDALGO COUNTY EMERGENCY SERVICES DISTRICT NO. 5
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended December 31, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

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 recognized when earned, and expenses are recognized when a liability
is incurred, regardless of the timing of related cash flows.

Governmental fund financial statements are reported using the current financial resources measurement focus and
the modified accrual basis of accounting. Revenues are recognized when they are both measurable and available.
The District considers revenues available if they are collected within the current period or within 60 days after
year-end and are available to pay current-period liabilities. Expenditures are generally recorded when the related
liability is incurred.

Property tax revenues are recognized in the fiscal year for which they are levied. Property taxes that are measurable
but not available under the modified accrual basis are reported as deferred inflows of resources in the governmental
fund financial statements and recognized as revenue in the government-wide financial statements.

New Accounting Pronouncements

GASB Statement No. 101, Compensated Absences, was effective for the District’s year ended December 31, 2025.
Because the District had no employees and no compensated absence obligations as of December 31, 2025,
implementation of this Statement had no material effect on the District’s financial statements.

GASB Statement No. 102, Certain Risk Disclosures, was effective for the District’s year ended December 31,
2025. Management evaluated concentrations and constraints, including significant revenue sources, service
providers, vendors, financing limitations, and other externally or internally imposed limitations. Management did
not identify any concentrations or constraints that met the disclosure criteria of GASB Statement No. 102 as of
December 31, 2025. Accordingly, implementation of this Statement had no material effect on the District’s
financial statements or note disclosures.

Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources and Net Position

1. Cash and Investments
The District considers cash and cash equivalents to include cash on hand, demand deposits, and short-term
investments with original maturities of three months or less from the date of acquisition. Investments, if any, are
reported at fair value in accordance with applicable GASB standards. As of December 31, 2025, the District did
not report any investments.

2. Property Taxes
Property taxes are levied by October 1 based on assessed values as of the preceding January 1. Taxes are due upon
receipt and become delinquent after January 31 of the following year. A tax lien attaches to taxable property on
January 1. Property tax revenues are considered available when collected within 60 days after year-end. Taxable
property includes real and certain personal property, subject to applicable statutory exemptions.
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HIDALGO COUNTY EMERGENCY SERVICES DISTRICT NO. 5
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended December 31, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

3. Due from Other Governments

Amounts due from other governments consist primarily of property tax collections held by or remitted through the
Hidalgo County Tax Office that had not been received by the District as of year-end.

4. Capital Assets

Capital assets, including property, plant, and equipment, are reported in the governmental activities column of the
government-wide financial statements. Capital assets are recorded at historical cost or estimated historical cost
when actual historical cost is unavailable. Donated capital assets are recorded at acquisition value on the date of
donation. The District capitalizes assets with an original cost of $5,000 or more and an estimated useful life greater
than one year. Depreciation is calculated using the straight-line method over the estimated useful lives of the related
assets. Repairs and maintenance are recorded as expenses when incurred. As of December 31, 2025, the District
had no capital assets and no depreciation expense.

5. Long-Term Obligations
Long-term obligations, if any, are reported as liabilities in the government-wide financial statements. In the
governmental fund financial statements, governmental fund liabilities are generally reported only when they are
due and payable from current financial resources.

As of December 31, 2025, the District had no outstanding long-term debt, lease liabilities, subscription liabilities,
compensated absences, or other long-term obligations.

6. Compensated Absences
Compensated absences are recognized in accordance with GASB Statement No. 101 when leave is attributable to
services already rendered, accumulates or vests, and is more likely than not to be used for time off or otherwise
paid or settled. The District had no employees and no compensated absence liability as of December 31, 2025.

7. Net Position and Fund Balance
In the government-wide financial statements, net position is classified as net investment in capital assets, restricted
net position, or unrestricted net position. Net investment in capital assets consists of capital assets, net of
accumulated depreciation, reduced by outstanding debt attributable to the acquisition, construction, or
improvement of those assets. Restricted net position consists of resources with constraints placed on their use by
external parties, laws, regulations, or enabling legislation. Unrestricted net position consists of the remaining net
position not classified in the preceding categories.

Fund balance in governmental funds is classified as non-spendable, restricted, committed, assigned, or unassigned
based on the nature and extent of constraints placed on the use of resources. When both restricted and unrestricted
resources are available for use, the District generally considers restricted resources to be used first. When
unrestricted fund balance classifications are available for the same purpose, committed amounts are considered
used first, followed by assigned amounts and then unassigned amounts, unless the Board specifically identifies
another funding source.
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HIDALGO COUNTY EMERGENCY SERVICES DISTRICT NO. 5
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended December 31, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

8. Use of Estimates
The preparation of financial statements in accordance with generally accepted accounting principles requires
management to make estimates and assumptions that affect certain reported amounts and disclosures. Actual results
could differ from those estimates. Management evaluated the collectability of property taxes receivable and
recorded no allowance for uncollectible taxes as of December 31, 2025.

NOTE 2 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budgetary Information

Voters approved creation of the District on May 3, 2025. Because the year ended December 31, 2025, was the
District’s initial period of organization and operations, the District did not adopt a formal annual budget for 2025.
Accordingly, budget-to-actual information is not presented for the year ended December 31, 2025. On September
24,2025, the Board adopted the District’s fiscal year 2026 budget, providing for estimated revenues of $3,764,848
and budgeted expenditures of $2,950,000, resulting in a projected increase in fund balance of $814,848.

Finance-Related Legal and Contractual Provisions

In accordance with GASB Statement No. 38, “Certain Financial Statement Note Disclosures”, violations of
finance-related legal and contractual provisions, if any, are reported below, along with actions taken to address
such violations:

Violation Action Taken
None None

Committed Fund Balance and Restricted Net Position
As of December 31, 2025, the District reported no committed fund balance or restricted net position.

NOTE 3 - DETAILED NOTES ON FUNDS AND OTHER MATTERS

A. Tax Levy
For the 2025 tax year, the District adopted a maintenance and operations tax rate of $0.10 per $100 of taxable value
and a debt service tax rate of $0.00 per $100 of taxable value, for a total tax rate of $0.10 per $100 of taxable value.
The original levy and year-end activity were as follows:

Description Amount

Original 2025 tax levy $3,962,960
Modifications/dropped years through December 31, 2025 (410,566)
Adjusted 2025 levy 3,552,394
Collections through December 31, 2025 (1,355,381)
Property taxes receivable as of December 31, 2025 $2,197,013
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HIDALGO COUNTY EMERGENCY SERVICES DISTRICT NO. 5
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended December 31, 2025

NOTE 3 - DETAILED NOTES ON FUNDS AND OTHER MATTERS - CONTINUED

All property values and exempt status, if any, are determined by the appraisal district. Assessed values are
determined as of January 1 of each year, at which time a tax lien attaches to the related property. Taxes are levied
by October 1, are due upon receipt and are delinquent the following February 1. Penalty and interest attach
thereafter.

B. Deposits

The District’s deposits are maintained under a depository contract and are subject to applicable state collateral
requirements. Depository banks are required to pledge approved securities or otherwise provide collateral
authorized by Chapter 2257 of the Texas Government Code in an amount sufficient to protect District funds on a

day-to-day basis, except to the extent the balances are insured by the Federal Deposit Insurance Corporation
(FDIO).

The District maintains its depository account with Texas National Bank. As of December 31, 2025, the carrying
amount of cash and cash equivalents reported in the financial statements was $1,111,975. Management reported
that the bank balance was fully insured by FDIC coverage or collateralized by pledged securities and was not
exposed to custodial credit risk.

C. Investments

The District is subject to Chapter 2256 of the Texas Government Code, the Public Funds Investment Act. The Act
requires the District to adopt, implement, and publicize an investment policy that emphasizes safety of principal
and liquidity and addresses diversification, yield, maturity, investment quality, and investment management
capability.

As of December 31, 2025, the District reported no investments. Subsequent to year-end, on February 11, 2026, the
Board approved the District’s investment policy and appointed the District’s Treasurer as investment officer. On
April 8, 2026, the Board authorized the transfer of $700,000 to a money market account at the District’s depository
bank.

D. Property Taxes Receivable and Due from Other Governments

Receivables reported by the District as of December 31, 2025, consisted of the following:

Gross
Description Receivable Allowance Net Receivable
Property taxes receivable $2,197,013 - $2,197,013
Due from other governments — tax $233,184 ) $233,184

collections in transit

The due from other governments balance of $233,184 represents December 2025 property tax collections reported
as in transit from the county tax office at year-end.
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HIDALGO COUNTY EMERGENCY SERVICES DISTRICT NO. 5
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended December 31, 2025

NOTE 3 —- DETAILED NOTES ON FUNDS AND OTHER MATTERS - CONTINUED
E. Deferred Inflows of Resources

Governmental funds report deferred inflows of resources for property tax revenues that are measurable but not
available to liquidate liabilities of the current period. The District considers property tax revenues available if
collected within 60 days after year-end. The deferred inflow of resources at December 31, 2025, was calculated as

follows:
Description Amount
Property taxes receivable as of December 31, 2025 $2,197,013
Less: property taxes collected during the first 60 days after year-end (1,447,036)
Deferred inflows of resources — unavailable property tax revenue $749,977

F. Accounts Payable
Accounts payable as of December 31, 2025, consisted of the following:

Description Amount
Municipality — emergency services reimbursement $289,230

The municipality’s invoice totaled $385,640 and covered emergency services provided from July 22, 2025, through
February 1, 2026. The District accrued $289,230 as accounts payable at December 31, 2025; the remaining $96,410
related to 2026.

G. Litigation
Management is not aware of any pending or threatened litigation, assessments, or unasserted claims against the
District as of the date the financial statements were available to be issued.

H. Fair Value of Financial Instruments
GASB Statement No. 72, “Fair Value Measurement and Application,” defines fair value as the price that
would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. The District had no investments or other assets or liabilities
measured at fair value on a recurring basis as of December 31, 2025. Accordingly, no fair value hierarchy
disclosures are presented.

I. Risk Management
The District is exposed to various risks of loss related to torts; theft of, damage to, or destruction of assets; errors
and omissions; and natural disasters. The District had not approved commercial insurance coverage as of December
31, 2025. Subsequent to year-end, in January 2026, the Board approved commercial insurance coverage at a cost
of $1,379. Because 2025 was the District’s initial reporting period, there were no prior-year claims or settlements.
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HIDALGO COUNTY EMERGENCY SERVICES DISTRICT NO. 5
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended December 31, 2025

NOTE 3 - DETAILED NOTES ON FUNDS AND OTHER MATTERS - CONTINUED

J. Commitments and Contingencies
During 2025, the District approved interlocal agreements with the county for reimbursement of formation costs
and with a municipality for emergency-services reimbursements. The District accrued $289,230 at December 31,
2025, related to the municipality’s invoice for services from July 22, 2025, through February 1, 2026. The District
also formed a transition committee and evaluated emergency medical service and ambulance provider
arrangements. No final provider contract had been approved at year-end. Subsequent arrangements are described
in the subsequent events note.

K. Subsequent Events
Management evaluated subsequent events through July 27, 2026, the date the financial statements were available
to be issued.

In January 2026, the commissioners, who had been appointed to the District’s Board during 2025, elected the
Board’s officers. The Board also approved updated banking authorizations, a commissioner reimbursement
resolution and policy, and commercial insurance coverage at a cost of $1,379.

In February 2026, the Board approved a $385,640 reimbursement invoice from a municipality for emergency
services provided from July 22, 2025, through February 1, 2026. Of that amount, $289,230 was accrued as accounts
payable at December 31, 2025, and $96,410 related to 2026. The Board also approved a commissioner
compensation resolution, adopted the District’s investment policy, and appointed the District’s Treasurer as
investment officer.

In March 2026, the Board engaged a consultant to assist the District with grant opportunities.

In April 2026, the Board approved an agreement with an emergency medical services provider and an interlocal
agreement with another municipality to provide emergency medical services within the District’s territory upon
expiration of the existing county service arrangement. These actions were intended to support continuity of
emergency medical services. The Board also approved the required findings for contingent-fee legal services and
awarded a delinquent-tax collection contract, adopted delinquent-tax penalty resolutions under applicable
provisions of the Texas Tax Code, and authorized the transfer of $700,000 to a money market account.
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\ C PA ) CERTIFIED PUBLIC ACCOUNTANT

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

To the Board of Directors of
Hidalgo County Emergency Services District No. 5

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 financial statements of the governmental activities, and the General Fund of the
Hidalgo County Emergency Services District No. 5 (“the District”), as of and for the year ended December 31,
2025, and the related notes to the financial statements, which collectively comprise the Hidalgo County

Emergency Services District No. 5’s basic financial statements, and we have issued our report thereon dated July
27,2026.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Hidalgo County
Emergency Services District No. 5’s internal control over financial reporting (internal control) as a basis for
designing audit procedures that are appropriate in the circumstances 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
Hidalgo County Emergency Services District No. 5’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 a combination of deficiencies,
in internal control such that there is a reasonable possibility that a material misstatement of the entity’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 and therefore, material weaknesses or significant deficiencies may exist that have not
been identified. Given these limitations, during our audit we did not identify any deficiencies in internal
control that we consider to be material weaknesses or significant deficiencies. However, material weaknesses
or significant deficiencies may exist that have not been identified.

17



(This page intentionally left blank)



Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Hidalgo County Emergency Services District
No. 5’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 financial statements. 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 entity’s internal control or
on compliance. This report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

Guitlermo Keyna
Guillermo Reyna, CPA
McAllen, Texas

July 27, 2026
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