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INDEPENDENT AUDITOR’S REPORT
June 19, 2026

To the Board of Directors
Jefferson County Emergency Services District #

any L

(VS

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of the governmental activities, each major fund,
and the aggregate remaining fund information of the Jefferson County Emergency District # 3 (the
“District”) as of and for the year ended September 30, 2025, and the related notes to the financial
statements, which collectively comprise the District’s basic financial statements as listed in the table of
contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund, and the aggregate remaining
fund information of the District, as of September 30, 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 District and to meet our other ethical responsibilitics, 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.
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 District’s ability to continue as

a going concern for twelve months beyond the financial statement date, including any currently known
information that may raise substantial doubt shortly thereafter.

BEAUMONT HOUSTON
office 409.898.8777 office 713.636.9966  into@marinocpafim.com

fax 409.898.1039 www.marinocpafirnm.com
23986 Eastex Freeway

Beaumont, TX 77703




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.

» 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 intemal 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 District’s intemnal control. Accordingly, no such opinion is expressed.

s 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 District’s ability to continue as a going concemn for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
plamed 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 and budgetary comparison information on pages 4-9 and 24 be presented to
supplement the basic financial statements. Such information is the responsibility of management and,
although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to (he 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 Information

Management is responsible for the other information included in the annual report. The other information
comprises the introductory and statistical sections but does not include the basic financial statements and

our auditor’s report thereon. Our opinions on the basic financial statements do not cover the other
information, and we do not express an opinion or any form of assurance thereon.

In connection with our audit of the basic financial statements, our responsibility is to read the other
information and consider whether a material inconsistency exists between the other information and the
basic financial statements, or the other information otherwise appears to be materially misstated. If, based
on the work performed, we conclude that an uncorrected material misstatement of the other information
exists, we are required to describe it in our report.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 19, 2026,
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 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 District’s internal control over financial reporting or on compliance. That report is an integral part
of an audit performed in accordance with Government Auditing Standards in considering the District’s

A N Y. SIPpS, A Al KER
internal coimtrol over financial reporting ana Coinpiiance.

Marino CPA Firm

Beaumont, TX



JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT No. 3

MANAGEMENT’S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2025

In this section of the Annual Financial Report, we, the managers of the Jefferson County Emergency Services
District No. 3 (the District), discuss and analyze the District’s financial performance for the fiscal year ended
September 30, 2025. We encourage readers to consider the information presented here in conjunction with the
independent auditors' report on page 2, and the District's Basic Financial Statements that begin on page 10.

FINANCIAL HIGHLIGHTS
e The District’s total combined net position was $2,660,480 at September 30, 2025.

o During the year, the District’s revenues were $1,039,525 more than the $449,918 generated in expenses
for governmental activities.

o The general fund reported a fund balance this year of $1,304,553. All is for unrestricted use by the
District.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an introduction to the District’s basic financial statements.
The District’s basic financial statements include three components: (1) management’s discussion and analysis
(this section), (2) the basic financial statements, and (3) required supplementary information.

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 a private-sector business. They
include the Statement of Net Position and the Statement of Activities that provide information about the
activities of the District as a whole and present a longer-term view of the District's property and debt
obligations and other financial matters. They reflect the flow of total economic resources in a manner similar
to the financial reports of a business enterprise.

The Statement of Net Position presents information in a format that displays assets, plus deferred outflows of
resources, less liabilities, less deferred inflows of resources to equal net position. Net position is displayed in
three components — net investment in capital assets, restricted, and unrestricted. Over time, increases or decreases
in net position may serve as a useful indicator of whether the financial position of the District is improving or
deteriorating. 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 Statement of Activities presents information showing how the government’s net position changed during the
current fiscal year. All changes in net position are reported for all of the current year’s revenues and expenses
regardless of when cash is received or paid. Thus, revenue and expenses are reported in this statement for some
items that will only result in cash flows in future fiscal periods.

Both of the District’s government-wide financial statements distinguish the functions of the District as being
principally supported by taxes (governmental activities) as opposed to business-type activities that are intended to
recover all or a significant portion of their costs through user fees and charges.



JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT No. 3

MANAGEMENT’S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2025

OVERVIEW OF THE FINANCIAL STATEMENTS - Continued

Fund Firancial Statements. A find is a grouping of related accounts that is used to maintain control over resources
that have been segregated for specific activities or objects. The District, like other state and local governments, uses
fund accounting to ensure and demonstrate compliance with finance-related requirements. The fund financial
statements provide detailed information about the District’s most significant funds, nor the District as a whole.

e Some funds are required by State law and by bond covenants.

e The Board of Commissioners may establish other funds to control and manage money for particular
purposes or to show that it is properly using certain taxes and grants.

The District has the following kinds of funds:

e Governmental Funds. Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, unlike the
government-wide financial statements, governmental fund financial statements focus on near-term
inflows and outflows of spendable resources, as well as on balances of spendable resources available
at the end of the fiscal year. Such information may be useful in evaluating a government’s near-term
financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By
doing so, readers may better understand the long-term impact of the government’s near-term financing
decisions. Both the governmental funds balance sheet and the governmental funds statement of
revenues, expenditures, and changes in fund balances provide a reconciliation to facilitate this
comparison between governmental funds and governmental activities.

The District’s major governmental fund is the General Fund. Data for the remaining governmental
funds are combined into a single, aggregated presentation.

The District adopts an annual appropriated budget for its General Fund. A budgetary comparison
statement has been provided for the General Fund to demonstrate compliance with this budget.

Notes to the Financial Statements. The notes provide additional information that is essential to a complete
understanding of the data provided in the government-wide and fund financial statements. The notes to the
financial staternents can be found on pages 17-24 of this report.

Required Supplementary Information. In addition to the basic financial statements and accompanying notes,
this report also presents certain required supplementary information that further explains and supports the
information in the financial statements. Required supplementary information can be found on page 25 of this

report.



JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT No. 3

MANAGEMENT’S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2025

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Our analysis focuses on the Net Position (Table I) and Changes in Net Position (Table II) of the District’s
governmental activities.

The District’s combined net position was $2,660,480 at September 30, 2025. (See Table )

Table 1
JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT No.3
Net Position
September 30, September 30,
2025 2024

Current and Other Assets $ 1,340,634 $ 777,601
Capital Assets 1,831,256 1,095,632
Total Assets 3,171,890 1,873,233
Long-term Liabilities 403,671 162,077
Other Liabilities 107,739 90,201
Total Liabilities 511,410 252,278

Net Assets:
Invested in Capital Assets Net of Related Debt 1,320,849 856,974
Unrestricted 1,339,631 763,981
Total Net Position $ 2,660,480 $ 1,620,955

$1,320,849 of the District’s net position represents investments in capital assets net of related debt. The
$1,339,631 of unrestricted net position represents resources available to fund the programs of the District next
year.

Changes in net position. The Districts total revenues were $1,489,443. For the current year most of the
revenues resulted from property taxes levied and sales and use taxes, miscellaneous revenues accounted for
less than two percent.

In future years most of the District’s revenues will be derived from property taxes and sales and use taxes.

Total Cost of all programs and services was $449,918. The net position of the District for the current year
increased $1,039,525 (see Table II on page 7 of this report).



JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT No. 3

MANAGEMENT"S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2025

GOVERNMENT-WIDE FINANCIAL ANALYSIS, Continued
Key elements of the governmental activities of the Disirici are reflected in the following iabie.

TABLE II
JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT No. 3
Changes in Net Position

September 30, September 30,

2025 2024
Revenues:
General Revenues:

Maintenance and Operations Taxes 523,876 515,076
Sales and use taxes 879.872 244,608
Grants & Private Contribution 25,248 20,247
Miscellaneous 60,447 17,094
Total Revenue 1,489,443 797.025

Expenses:
General government 62,620 60,554
Fire and emergency services 387,298 346,673
Total Expenses Governmental Activities 449,918 407,227
Increase (Decrease) in Net Assets 1,039,525 389.798
Net Position - October 1 (Beginning) 1,620,955 1,231,157
Net Position - September 30 (Ending) § 2,660,480 $ 1,620,955

GOVERNMENTAL ACTIVITIES
o Property tax rates werc sct at $.075322 per $100 valuation for M&O. The rate for 2025-2026 is set at
$.074965 per $100 of taxable valuation for M&O.
FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS

As previously noted, the District uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements.

GENERAL FUND BUDGETARY HIGHLIGHTS

There were few budget amendments for the 2024-2025 year and all were approved by the Commissioners.



JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT No. 3

MANAGEMENT’S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2025

CAPITAL ASSET AND LONG-TERM DEBT ACTIVITY

Capital Assets. At September 30, 2025 the District had $1.0 million (net of depreciation) invested in capital
assets, buildings, equipment and vehicles.

JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT No. 3
Capital Assets
Governmental Activities

September 30, September 30,
2025 2024

Buildings and Improvements $ 406,171 $ 406,171
Emergency equipment and vehicles 2,580,159 1,705,801
Land 209413 209,413
Totals 3,195,743 2,321,385
Less Accumulated Depreciation:
Buildings and Improvements (150,457) (136,834)
Emergency equipment and vehicles (1,214,031) (1,088,919)
Total Accumulated Depreciation (1,364,488) (1,225,753)
Net Capital Assets $ 1,831,255 § 1,095,632

‘Long-Term Debt. At year-end, the District had $510,407 in notes payable and tax exempt obligations
outstanding. More detailed information about the District's long-term liabilities is presented in the notes to the
financial statements.

JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT Ne. 3

Outstanding Debt
September 30, September 30,
2025 2024
Governmental activities:
Current Portion $ 106,736 $ 76,581
Note Payable 403,671 162,077
Total $ 510,407 $ 238,658

ECONOMIC FACTORS AND NEW YEAR’S BUDGETS AND RATES
o  Appraiscd value used for 2025-2026 budget preparation remained similar to the current year.
e The amount of taxes levied for the 2025-2026 fiscal year are budgeted slightly higher, with sales taxes

budgeted as well, and expenditures are set to decrease, so fund balance is projected to increase for the
next fiscal year.



JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT No. 3

MANAGEMENT’S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2025

CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT

This financiai report is designed to provide our citizens, taxpayers, customers, and creditors with a general
overview of the District’s finances as well as demonstrate accountability for funds the District receives.
Questions concerning any of the information provided in this report or requests for additional information
should be addressed to the District’s Fire Chief, P.O. Box 697 China, Texas 77613.
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JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT NO. 3 EXHIBIT A
STATEMENT OF NET POSITION
FOR THE YEAR ENDED SEPTEMBER 30, 2025
Primary
Government
Governmental
Actitivies
ASSETS
Cash and cash equivalents $ 891,866
Investments - Capital Projects 398,285
Taxes receivable - net of allowance 37,023
Prepaids 11,609
Other current assets 1,851
Capital assets:
Buildings, property, and equipment, net 1,621,843
Land 209,413
Total Assets 3,171,890
LIABILITIES
Other current liabilities 1,003
Non-current liabilities:
Due within one year 106,736
Due in more than one year 403,671
Total Liabilities 511,410
NET POSITION
Net investment in capital assets 1,320,849
Unrestricted 1,339,631
Total Net Position $ 2,660,480

The accompanying notes are an integral part of this financial statement.
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JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT NO. 3

EXHIBIT B

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2025

Program Revenues

Net (Expense) Revenue
and Changes in
Net Position

Operating Primary Government
Charges for Grants and Governmental
Functions / Programs Expenses Services Contributions Activities
Governmental activities:

General government $ 62,620 $ - $ - $ (62,620)
Fire and emergency services 387,298 - - (387,298)
Total governmental activities 449918 - - (449,918)
Total Primary Government $ 449,918 $ - $ - $ (449,918)
Property taxes, penalties and interest 523,876

Sales and use taxes 879,872

Contributions not restricted to specific programs 25,248

Interest 38,549

Other miscellaneous 21,898

Total general revenues 1,489,443

Change in Net Position 1,039,525

Net Position- Beginning 1,620,955

Net Position - Ending $ 2,660,480

The accompanying notes are an integral part of this financial statement.
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JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT NO. 3 EXHIBIT C

BALANCE SHEET - GOVERNMENTAL FUNDS

FOR THE YEAR ENDED SEPTEMBER 30, 2025
Total

Govermmental

Funds

General Fund

ASSETS:
Cash and cash equivalents $ 891,866
Investments - Capital Projects 398,285
Property taxes receivable (net of allowances for doubtful accounts) 37,023
Prepaid items 11,609
Other current assets 1,851
TOTAL ASSETS $ 1,340,634

LIABILITIES AND FUND BALANCES:

LIABILITIES:
Other liabilities $ 1,003
TOTAL LIABILITIES 1,003
DEFERRED INFLOWS OF RESOURCES:
Unavailable revenue - property tax 35,078
TOTAL DEFERRED INFLOWS OF RESOURCES 35,078
FUND BALANCES:
Unassigned Fund Balance 1,304,553
Total fund balances 1,304,553
TOTAL LIABILITIES DEFERRED INFLOWS AND FUND BALANCE $ 1,340,634

The accompanying notes are an integral part of this financial statement.
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JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT NO. 3 EXHIBIT C-1
RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS TO

THE STATEMENT OF NET POSITION

FOR THE YEAR ENDED SEPTEMBER 30, 2025

Governmental fund balance as reported on the balance sheet for governmental funds. $ 1,304,553
Capital assets used in governmental activities are not financial resources and, therefore, are not

reported in the funds. 1,831,256
Long-term liabilities, including bonds payable, are not due and payable in the current period

and, therefore, are not reported in the funds. (510,407)
Recognition of deferred revenue as revenue increases net position., 35,078
Total net position as reported on the Statement of Net Position for Governmental Activities. $ 2,660,480

The accompanying notes are an integral part of this financial statement.
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JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT NO. 3 EXBHIBIT D
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES - GOVERNMENTAL FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2025
Total
Governmental
Funds
General Fund
LEVENUES
Property taxes, penalties and interest $ 521,490
Sales and use taxes 879,872
Other miscellaneous 85,695
Total revenue 1,487,057
EXPENDITURES:
Current:
General government 62,620
Fire and emergency services 248,672
Capital outlay 873,849
Total expenditures 1,185,141
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES 301,916
OTHER FINANCING SOURCES (USES)
Issuance of debt 348,142
Principal payments on loan (76,394)
Total other financing sources and
uses 271,748
NET CHANGE IN FUND BAIL ANCES 573,664
FUND BALANCES - BEGINNING 730,889
FUND BALANCES - ENDING $ 1,304,553

The accompanying notes are an integral part of this financial statement.
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JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT NO. 3 EXHIBIT D-1

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2025

Net change in fund balances - total governmental funds (Exhibit D) $ 573,664

Govemmental 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 capital outlays exceeded
depreciation in the current period.

Capital Outlay $§ 873,849
Depreciation {138,225) 735,624

The net effect of various miscellaneous transactions involving disposal of capital assets

The issuance of long-term debt provides current financial resources to governmental
funds, while the repayment of the principal of long-term debt consumes the current
financial resources of governmental funds. Neither transaction, however, has any effect

on net position. (348,142)
Issuance of debt 76,394
Payment of debt

Because some revenues will not be collected for several months after the District's
fiscal year end, they are not considered "available" revenue and are deferred in the

governmental funds. Deferred revenues increased by this amount in the current period. | 085

Change in net position of governmental activities (Exhibit B) $ 1,039,525

The accompanying notes are an integral part of this financial statement.
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JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT NO. 3

NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2025

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The financial statements of the Jefferson County Emergency Services District No. 3 (the “District”) have
been prepared in conformity with generally accepted accounting principles (GAAP) as applied to
governmental units. The Governmental Accounting Standards Board (GASB) is the accepted standard-
setting body for establishing governmental accounting and financial reporting principles. The following
represents the significant accounting policies used by the District.

A. Reporting Entity

On November 8, 2011, the voters of the District approved the formation of an emergency services district
under Article ITI, Section 48-e of the Texas Constitution and Chapter 775 of the Health and Safety Code of
the State of Texas. On November 8, 2011, the County Commissioners Court of Jefferson County, Texas
approved the order to form the Jefferson County Emergency Services District No. 3. The District was
formed on October 1, 2012 and operates under Board of Commissioners appointed by the Commissioners
Court of Jefferson County. The District services the areas previously serviced by the City of Nome and the
City of China Volunteer Fire departments. The District is exempt from federal income taxes, state sales tax
and state franchise tax.

o

B. Governmeni-wide Financial Stateinents

The government-wide financial statements (i.¢., the Statement of Net Position and the Statement of Changes
in Net Position) report information on all of the nonfiduciary activities of the primary government.
Governmental activities, which normally are supported by taxes and intergovernmental revenues, are
reported separately from business-type activities, which rely to a significant extent on fees and charges for

support. Likewise, the primary government is reported separately from certain legally separate component
units for which the primary government is financially accountable.

The District currently does not have any business-type activities or component units.

The statement of activities demonstrates the degree to which the direct expenses of a given structure or
segment, are offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or segment. Program reveniies include 1) charges to 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.

As a general rule, the effect of interfund activity has been eliminated from the government-wide financial
statements.

C. Fund Financial Statements

The fund financial statements provide information about the government’s funds. The emphasis of fund
financial statements is on major governmental funds. At this time the District onty has one fund.

The District reports the following major governmental funds:
The general fund is the government’s primary operating fund. It accounis for ali financial resources

of the general government, except those required to be accounted for in another fund.
17



JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT NO. 3

NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2025

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

D. Measurement Focus, Basis of Accounting and Financial Statement Presentation

The accounting and financial reporting treatment is determined by the applicable measurement focus and
basis of accounting. Measurement focus indicates the type of resources being measured such as current
financial resources or economic resources. The basis of accounting indicates the timing of transactions or
events for recognition in the financial statements.

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.

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Under the modified accrual basis of accounting,
revenues are recognized when susceptible to accrual, ie., both measurable and available to finance
expenditures of the fiscal period. Revenues are considered available when they are collectible within the
current period or soon enough thereafter to be pay liabilities of the current period. For this purpose, the
government considers revenues 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.
However, debt service expenditures, as well as expenditures related to compensated absences, claims and
judgments, are recorded only when the payment is due. General capital asset acquisitions are reported as
expenditures in governmental funds. Issuance of long-term debt and acquisitions under capital leases are
reported as other financing sources.

Property taxes, and interest associated with the current fiscal period are all considered to be susceptible to

accrual and so have been recognized as revenues of the current fiscal period. All other revenue items are
considered to be measurable and available only when cash is received by the District.

E. Budgetary Data

The following procedures are utilized in establishing the budgetary data reflected in the basic financial
statements:

a. The Fire Chief submits to the Commissioners a proposed operating budget for the fiscal year
commencing the following October 1. The operating budget includes proposed expenditures and the
means of financing them. The General Fund is the only Fund the District has at this time.

b. A Public hearing is conducted, after proper official journal notification, to obtain taxpayer comments.

c. Prior to September 30", the budget is legally adopted.

d. Budget appropriations lapse at year-end and are re-established in the succeeding year.

e. Budgets for the governmental funds are adopted on a basis consistent with generally accepted
accounting principles (GAAP).
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JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT NO. 3

NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2025

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continuzed
F, Cash and Investments

Cash includes amounts in demand and time deposit accounts. Investments are reported at fair value. Short-
term investments, such as certificates of deposit and debt securities with a maturity date of less than one
year, are reporied at cost, which approximates fair value.

G. Property Taxes Receivable

Property appraisal within the District is the responsibility of the Jefferson County Appraisal District
(Appraisal District). The Appraisal District is required under the Property Tax Code to appraise all property
within the County on the basis of 100% of its market value.

In the governmental fund financial statements, property taxes that are measurable and available (receivable
within the current period and collected within the current period or within 60 days thereafter to be used to
pay liabilities of the current period) are recognized as revenue in the year of levy. Property taxes that are
measurable, but not available, are recorded, net of estimated uncollectible amounts, as deferred revenues in
the year of levy. Such deferred revenues are recognized as revenue in the fiscal year in which they become
available.

H. Receivables

All receivables are reported at their gross value and, where appropriate, are reduced by the estimated portion
that is expected to be uncollectible.

i. Prepaid items

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as
prepaid items.

J. Capital Assets

Capital assets which include property, furniture, and equipment are reported in the applicable
governmental or business-type activities columns in the government-wide financial statements. Capital
assets are defined by the government as assets with an initial, individual cost of $5,000 or more and an
estimated useful life in excess of one year. Such assets are recorded at historical cost or estimated
historical cost if purchased or constructed. Donated capital assets are recorded at estimated fair market
value at the date of donation. 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. When assets are retired or otherwise
disposed of, the related costs or other recorded amounts are removed.

Property, plant and equipment of the District are depreciated using the straight-line method over the
following estimated uselul lives:

Assets Years
Buildings 20-30
Leasehold Improvements 15-30
Furniture and Equipment 5-10
Vehicles 5-15
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JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT NO. 3
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2025

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

K. Long-term Obligations

In the government-wide financial statements, long-term debt and other long-term obligations are reported
as liabilities in the applicable governmental activities. Bond premiums and discounts, as well as issuance
costs, are deferred and amortized over the life of the bonds using the straight-line method. Bonds payable
are reported net of the applicable bond premium or discount.

Long-term debt for governmental funds is not reported as liabilities in the fund financial statements. The
debt proceeds are reported as expenditures. The accounting for proprietary funds is the same in the fund
statements as it is in the government-wide statements.

L. Fund Equity

In the fund financial statements, governmental funds report classifications of fund balance based on
controls placed upon the funds. In accordance with GASB Statement No. 54, fund balance
classifications are recorded as follows:

Non-spendable Fund Balance — amounts that are not in spendable form or amounts that are legally and
contractually required to be maintained intact.

Restricted Fund Balance — amounts constrained to a specific purpose by extemal parties through
constitutional provisions or by enabling legislation.

Committed Fund Balance — amounts constrained to a specific purpose by the Commissioners (the
highest level of authority within the District); amounts may only be appropriated by resolution of the
Board of Commissioners and those amounts cannot be used for any other purpose unless the
Commissioners take the same action to remove or change the constraint.

Assigned Fund Balance- the Board of Commissioners delegate authority to the District Fire Chief to
assign amounts for specific purpose as appropriate.

Unassigned Fund balance — residual classification applicable to the general fund only.

The District’s unassigned general fund balance will be maintained to provide the District with sufficient
working capital and a margin of safety to address local and regional emergencies without borrowing.
The unassigned general fund balance may only be appropriated by resolution of the Commissioners.

When it is appropriate for fund balance to be assigned, the Comumissioners delegate authority to the
District Fire Chief.

In circumstances where an expenditure is to be made for a purpose for which amounts are available in

multiple fund balance classifications, the order in which resources will be expended is from the most
restrictive to the least restrictive, unless otherwise approved by the Commissioners.
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JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT NO. 3

NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2025

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Centinued
M. Implementation of New Standards

GASB Statement 63 Financial Reporting of Deferred Outflows of Resources, Deferred Inflows of
Resources, and Net Position, amends the net asset reporting requiremernts in Statement No. 34 and other
pronouncemerits by incorporating deferred outflows of the resources and deferred inflows of resources into
the definitions of the required components of the residual measure and by renaming that measure as net
position rather than net assets. This is reflected in the District’s financial statements.

N. Date of Management’s Review

In preparing the financial statements, the District has evaluated events and transactions for potential
recognition for disclosure through June 19, 2026, the date that the financial statements were available to be
issued.

NOTE 2: CASH AND INVESTMENTS

At year-end, the District’s carrying amount of deposits was $1,290,151 and the bank balance was
$1,291,476. At September 30, 2025 the bank balance was covered by federal depository insurance.
Deposits are exposed to custodial risk if they are not covered by depository insurance and the deposits are
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uncollateralized, collateralized with securities held by the pledging financial institution, or ¢
with securities held by the pledging financial institution’s trust department or agent but not in the
District’s name. Of the bank balance, $250,000 was covered by federal depository insurance. The
remaining bank balance was collateralized by securitics held by the District’s agent in name of the
District.  $1,165,029 of the District’s chase balance is held by TexSTAR. TexSTAR is a Texas local
government investment pool organized under the Interlocal Cooperation Act and operated in accordance

with the Texas Public Funds Investment Act (PFIA).

NOTE 3: PROPERTY TAXES

Property taxes are collected by Allison Nathan Getz, Jefferson County Tax Assessor Collector, and aic
forwarded to the District through bank transfer. The tax rate held by the District during 2025 was $.075322
per $100 of assessed valuation. Property tax revenues are considered available when they become due or
past due and are considered receivable within the current period, including those property taxes expected to
be collected during a 60 day period after the close of the District’s fiscal year. Property taxes are levied on
October 1 of each vear, a lien is placed on the property on January 1, and the taxes become due on January

31. The taxable assessed value for the roli of December 31, 2025 was $661,369,659. Property taxes
receivable for 2025 are $61,704 net of allowance for doubtful accounts of §24,682.
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JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT NO. 3

NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2025

NOTE 4: CAPITAL ASSETS

Capital asset activity for the governmental activities for the year ended September 30, 2025 was as follows:

Governmental Activities Beginning Current Year Ending
Balance Increases Decreases Balance
Capital assets being depreciated:
Buildings § 406,171 § 4 $ - § 406,171
Fire equipment and vehicles 1,705,801 873,849 - 2,579,650
Total capital assets being
depreciated: 2,111,972 873,849 - 2,985,821
Less accumulated depreciation:
Buildings (136,834) (13,622) - (150,456)
Fire equipment and vehicles (1,088,919) (124,603) - (1,213,522)
Total accumulated depreciation (1,225,753) (138,225) - (1,363,978)
Total capital assets being
depreciated, net 886,219 735,624 - 1,621,843
Capital assets not being depreciated:
Land 209,413 E - 209,413
Construction in Process = - = -
Governmental activities capital
assets, net $ 1,005632 § 873,849 § - $ 1,831,256

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

Public Safety $ 138,225
Total Depreciation Expense - Governmental Activities $ 138,225

NOTE 5: SHORT TERM DEBT

The Texas Health & Safety Code section 775.031 authorizes Districts to borrow money in order to
perform the functions of the district and to provide emergency services. Upon formation, the District
obtained an unsecured line of credit to cover expenditures prior to receipt of initial tax revenue. The
District’s line of credit is with Stellar Bank. Borrowings are permitted up to $100,000 and interest is
payable monthly at a ratc of 2.15% per annum based on year of 360 days. There was no outstanding

balance as of September 30, 2025.
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JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT NO. 3

NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2025

NOTE 6: LONG TERM DEBT

The District entered into loan agreements for the purchase of vehicles for fire and emergency services.

Long-term debt at September 30, 2025, is summarized as follows:

ate Final Annual Outstanding
Issued Amount Maturity Installments % Rate Balance
2017 250,000 2027 $29,882 3.38% 58,779
2021 337,769 2027 $53,847 3.38% 103,486
2025 348,142 2035 $448,084 4.87% 348,142
$ 510,407

Interest on the 2017 loan shall be computed at a fixed rate of 3.38% for three years; thereafter, until
maturity, at a rate per annum which is sixty-six percent (66%) of the index, but in no event to exceed the
highest lawful rate.

Annual requirements to maturity for the loan is as follows:

Year Ending
September 30, Principal Interest Total
2026 106,736 24,801 131,537
2027 112,385 18,062 130,447
2028 30,623 14,185 44,808
2029 32,115 12,693 44 808
2030 33,680 11,128 44,808
2031-2035 194,868 29,362 224,230
Total $ 510,407 § 110,231 $ 620,638

Changes in long-term liabilities

Long-term liability activity for the year ended September 30, 2025, was as follows:

Beginning Ending  Due Within
Balance Additions Reductions  Balance One Year
Govermmnental activities:
Loan payable 238,658 348,143 76,394 510,407 106,736
Govemmental activities
Long-Term Liabilities $ 238,658 §$ 348,143 $ 76,394 § 510,407 § 106,736
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JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT NO. 3

NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2025

NOTE 7: OTHER INFORMATION
A. Interlocal Agreement

The District continues an agreement with the Orange County Emergency Services District No. 1 (ESD No. 2)
of Orange County, Texas for the exchange of dispatch services. ESD No. 2 shall be responsible for
providing necessary communication services to the District as stated in the agreement. All dispatch
personnel shall be employees of ESD No. 2 and subject to all rules and regulations regarding ESD No. 2
employees. The District shall be responsible for maintaining its own radio equipment and related equipment
maintenance as needed for the provision of communication services provided. The District agrees to pay the
ESD No. 2 $13,000 annually for these services. An amended agreement will be required if any additional
costs are incurred.

B. Risk Management

The District continues to carry commercial insurance for the 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 during the year. Management believes the amount and types of coverage
are adequate to protect the District from losses which could reasonably be expected to occur.

C. Contingent Liabilities

Amounts received or receivable from grantor agencies are subject to audit and adjustment by grantor
agencies, principally the federal government. Any disallowed claims, including amounts already coliected,
may constitute a liability of the applicable funds. The amount, if any, of expenditures which may be
disallowed by the grantor cannot be determined at this time although the District expects such amounts, if
any to be immaterial.
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REQUIRED SUPPLEMENTARY INFORMATION

Required supplementary information includes financial information and disclosures required by the
Govemmental Accounting Standards Board but not considered a part of the basic financial statements.



JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT NO. 3

EXHIBIT E

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

BUDGET AND ACTUAL - GENERAL FUND
FOR THE YEAR ENDED SEPTEMBER 30, 2025

REVENUES
Praperty taxes, penalties and interest
Sales and use taxes
Other miscellaneous
Total revenue

EXPENDITURES
Current:
General government
Fire and emergency services
Capital Outlay
Total expenditures

EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES)
Principal Payments on loan
Issuance of debt
Total other financing sources and uses
NET CHANGE IN FUND BA| ANCES

FUND BALANCES AT BEGINNING OF YEAR

FUND BALANCE AT END OF YEAR

Variance with

Budgeted Amounts Final Budget -
Actual Positive
Original Final Amounts (Negative)
ks 497,000 $ 527,500 b SA-a00 $ (6,010}
600,000 800,000 879,872 79,872
35,000 96,000 85,695 (10,305)
1,132,000 1,423,500 1,487,057 63,557
125,110 91,828 62,620 29,208
300,530 314,730 248,672 66,058
150,000 870,000 873,849 (3,849)
575,640 1,276,558 1,185,141 51,417
556,360 146,942 301,916 154,974
(76,580) {76,580) (76,394) 186
B 348,143 348,142 (1)
(76,580) 271,563 271,748 185
479,780 418,505 573,664 155,159
377,407 377,407 377,407 -
$ 857,187 3 795,912 b 951,071 $ 155,159

The accompanying notes are an integral part of this financial statement.
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MARINO (CPA FIRM

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
Jefferson County Emergency Services District No. 3
Jefferson County, 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 financial statements of the business-type activities, and the
aggregate remaining fund information of Jefferson County Emergency Services District #3 (the District), as of
and for the year ended September 30,2025, and the related notes to the financial statements, which collectively
comprise the District’s basic financial statements, and have issued our report thereon dated June 19, 2026.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the District’s intemnal 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 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 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. Given these limitations, during our audit we did not identify any deficiencies in internal
T -+~ ha mata s. However. material weaknesses or sionificant deficiencies m

comtrol that we consider to be material weaknesses. However, material v 1esses or significant iencies may

exist that were not identified.

BEAUMONT HOUSTON
office 409.898.8777  office 713.636.9966 jnio@marinocpafim.com

fax 405.898.1639 www.marinocpafiram.com
~ 2396 Hastex Freeway
Beaumont, TX 77703




Report on 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 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.

Sincerely,

Marino CPA Firm



