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June 19, 2026

INDEPENDENT AUDITOR’S REPORT

The Board of Commissioners
Jefferson County Emergency Services District No. 5
Jefferson County, Texas

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 No. 5 (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 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.

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 info@marinocpafirm.com
fax 409.898.1039 wwwmarinocpafirnm.com

2396 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.

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

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

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and budgetary comparison information on pages 5-9 and 22 be presented to
supplement the basic financial statements. Such information is the responsibility of management and,
although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of management
about the methods of preparing the information and comparing the information for consistency with
management’s responses to our inquiries, the basic financial statements, and other knowledge we obtained
during our audit of the basic financial statements. We do not express an opinion or provide any assurance



on the information because the limited procedures do not provide us with sufficient evidence to express
an opinion or provide any assurance.

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
internal control over financial reporting and compliance.

Mhivo CFA Finm bl
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JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT No. 5

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. 5 (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 $650,543 at September 30, 2025.

®  During the year, the District’s revenues were §198,636 more than the $302,774 generated in expenses for
governmental activities.

e The general fund reported a fund balance this year of $300,025. All is for unrestricted use by the
District.

OVERVIEW OF THE FINANCTAL 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 Activitics 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. 5

MANAGEMENT’S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2025

OVERVIEW OF THE FINANCIAL STATEMENTS - Continued

Fund Financial 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, not the District as a whole.

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

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:

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 statements can be found on pages 16-21 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 22 of this

report.



JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT No. 5

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 1I) of the District’s
governmental activities.

The District’s combined net position was $650,543 at September 30, 2025. (See Table I)

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

Current and Other Assets S 342,176

Capital Assets 825,251

Total Assets 1,167,427

Current Liabilities 263,213

Long-term liabilities 253,671

Total Liabilities 516,884
Net Assets:

Invested in Capital Assets Net of Related Debt 333,449

Unrestricted 317,094

Total Net Position 8 650,543

Approximately $333,449 of the District’s net position represents investments in capital assets net of related
debt. The $317,094 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 $501,410. For the current year most of the
revenues resulted from sales taxes.

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

Total Cost of all programs and services was $302,774. The net position of the District for the current year
increased $198,636 (see Table II on page 7 of this report).



JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT No. 5

MANAGEMENT’S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2025

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

Table II
JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT No. 1
Changes in Net Position

September 30,
2025
Revenues:
General Revenues:

Taxes $ 400,895
Contributions & Grants 82,087
Miscellaneous 18,428
Total Revenue 501,410

Expenses:
General and administrative 96,989
Fire and emergency services 188,694
Depreciation 17,091
Total Expenses Governimental Activities 302,774
Increase (Decrease) in Net Assets 198,636
Net Position - October 1 (Beginning) 451,907
Net Position - September 30 (Ending) $ 650,543

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

The District made few budget amendments, all were approved by the Board. Additional information and a
budgetary comparison can be found on page 22.

Revenue from taxes were properly budgeted. Current expenses for the year which include emergency services
and administrative expenses were also properly budgeted in total.

The District included the capital expenditures for the equipment in the budget for this year.
CAPITAL ASSET ACTIVITY

Capital Assets. At September 30, 2025 the District had $825,251 (net of depreciation) invested in capital assets,
buildings, equipment and vehicles.



JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT No. 5

MANAGEMENT’S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2025

CAPITAL ASSET ACTIVITY, Continued

JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT No. 1
Capital Assets
Governmental Activities

September 30, September 30,
2025 2024
Fire Equipment and Vehicles 3 1,040,856 $ 744,735
Buildings and Improvements 493,700 477,185
Land and Improvements 33,170 33,170
Totals 1,567,726 1,255,090
Less Accumulated Depreciation: (927,935) (911,693)
Net Capital Assets $ 639,791 8 343,397

LONG-TERM DEBT

At year-end, the District had $491,802 in a note payable. More detailed information about the District's long-
term liabilities is presented in the notes to the financial statements.

JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT No. 1

Qutstanding Debt
September 30, September 30,
2025 2024
Governmental activities:
Note payable $ 491,802 $ 37,261
Total $ 491,802 $ 37,261

ECONOMIC FACTORS AND NEW YEAR’S BUDGETS AND RATES

e The District’s board adopted a balanced budget for the next fiscal year after giving consideration to the
property tax assessed valuations and the level tax rate along with the needs of the District.

CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT

This financial 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 Jefferson County Emergency Services District # 5.
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JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT NO. 5 EXHIBIT A
STATEMENT OF NET POSITION
SEPTEMBER 30, 2025
Primary
Government
Governmental
Adctitivies
ASSETS
Cash and cash equivalents $ 323,910
Taxes receivable 18,266
Capital assets:
Land 12,884
Buildings, property, and equipment, net 812,367
Total Assets 1,167,427
LIABILITIES
Accounts payable 22,650
Other current liabilities 2,432
Non-current liabilities:
Due within one year 238,131
Due in more than one year 253,671
Total Liabilities 516,884
NET POSITION
Net investment in capital assets 333,449
Unrestricted 317,094
Total Net Position $ 650,543

The accompanying notes are an integral part of this financial statement.




JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT NO. 5 EXHIBIT B
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2025

Net (Expense) Revenue
and Changes in

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

General government $ 96,989 $ - $ - b (96,989)
Fire and emergency services 205,785 - - (205,785)
Total governmental activities 302,774 - - (302,774)
Total Primary Government $ 302,774 b - $ - $ (302,774)

Taxes, penalties and interest 400,895

Contributions, grants and EMS 82,087

Other miscellaneous 18.428

Total general revenues 501,410

Change in Net Position 198,636

Net Position- Beginning 451,907

Net Position - Ending $ 650,543

The accompanying notes are an integral part of this financial statement.
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JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT NO. 5 EXHIBIT C

BALANCE SHEET - GOVERNMENTAL FUNDS
SEPTEMBER 30, 2025
Total

Governmental
Funds

General Fund

ASSETS:
Cash and cash equivalents $ 323,910
Taxes receivable 18,266
TOTAL ASSETS $ 342,176

LIABILITIES AND FUND BALANCES:

LIABILITIES:
Accounts payable b 22,650
Other liabilities 2,432
TOTAL LIABILITIES 25,082

DEFERRED INFLOWS OF RESOURCES:

Unavailable revenue - property tax 17,069
TOTAL DEFERRED INFLOWS OF RESOURCES 17,069
FUND BALANCES:
Unassigned Fund Balance 300,025
TOTAL FUND BALANCES 300,025
TOTAL LIABILITIES DEFERRED INFLOWS AND FUND BALANCE $ 342,176

The accompanying notes are an integral part of this financial statement.
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JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT NO. 5 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
REVENUES
Property taxes, penalties and interest b3 383,826
Contributions and grants 82,087
Other miscellaneous 18,428
Total revenue 484,341
EXPENDITURES:
Current:
General government 96,989
Fire and emergency services 188,694
Capital outlay 313,485
Total expenditures 599,168
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES (114,827)
OTHER FINANCING SOURCES (USES)
Issuance of debt 460,460
Principal payments on loan (5,919)
Total other financing sources and
uses 454,541
NET CHANGE IN FUND BALANCES 339,714
FUND BALANCES - BEGINNING (39,689)
FUND BALANCES - ENDING § 300,025

The accompanying notes are an integral part of this financial statement.
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JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT NO. 5 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) s 339,714

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

Capital Outlay $ 313,485
Depreciation $ (17,091) 296,394

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.

Loan proceeds $  (460,460)
Principal payments on loan 5,919

§  (454,541)

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. 17,069
Change in net position of governmental activities (Exhibit B) $ 198,636

The accompanying notes are an integral part of this financial statement.

15



JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT NO. 5

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. 5 (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 7, 2023, the voters of the District approved the formation of an emergency services district
under Article ITI, Section 48-¢ of the Texas Constitution and Chapter 775 of the Health and Safety Code of
the State of Texas. The District Commissioners met for the first time on April 22, 2024, The District provides
emergency services to all persons residing in the proposed district. The District is exempt from federal income
taxes, state sales tax and state franchise tax.

As required by generally accepted accounting principles, the financial statements of the reporting entity
include those of the District (the primary government) and its component units. In evaluating how to define
the District for financial reporting purposes, management has considered all potential component units. The
decision to include a potential component unit in the reporting entity is made by applying the criteria set forth
in generally accepted accounting principles. The basic, but not the only, criterion for including a potential
component unit within the reporting entity is the governing body’s ability to exercise oversight responsibility.
The most significant indication of this ability is financial interdependency. Other indications of the ability to
exercise oversight responsibility include, but are not limited to, the selection of governing authority, the
designation of management, the ability to significantly influence operations, and accountability for fiscal
matters. The other criterion used to evaluate potential component units for inclusion or exclusion from the
reporting entity is the existence of special financing relationships, regardless of whether the district is able to
exercise oversight responsibilities.

The District has determined that the Hamshire Fannett Volunteer Fire Department (the Department) should
be blended with the activities of the District. The District is financially accountable for the blended component
unit. The basis for blending in the District requires the Department to present its budget for approval and that
the Department is financially dependent upon the District.

B. Government-Wide Financial Statements

The government-wide financial statements (i.e., the Statement of Net Position and the Statement of Activities)
report information on all of the nonfiduciary activities of the District. The reporting model includes financial
statements prepared using the economic resources measurement focus and the accrual basis of accounting for
all the District’s activities. This approach includes not just current assets and liabilities (such as cash and
accounts payable) but also capital assets and long-term liabilities (such as buildings and infrastructure and
general obligation debt). Accrual accounting also reports all of the revenues and cost of providing services
each year, not just those received or paid in the current year or soon thereafter.

The Statement of Net Position is designed to display the financial position of the primary government (the
District) and its component units. Governments will report all capital assets, including infrastructure, in the
government-wide Statement of Net Position and will report depreciation expense — the cost of “using up”
capital assets — in the Statement of Activities. The net position of a government will be broken down into
three categories — 1) invested in capital assets, net of related debt; 2) restricted; and 3) unrestricted.

16



JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT NO. 5

NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2025

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

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 revenues 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 cffect of interfund activity has been eliminated from the government-wide financial
statements.

C. Fund Financial Statements

Governmental fund financial statements are reported using the current financial resources measurement focus
and the modified accrual basis of accounting. Revenue is recognized as soon as it is both measureable and
available. Revenue is considered to be available when it is collectible during the current period or soon enough
thereafter to pay liabilities of the current period. For this purpose the District considers revenue to be available
if it is collected within 60 days 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 and claims and judgements, are recorded only when payment is due.

Sales taxes, taxes receivable for service and interest associated with the current fiscal period are all considered
to be susceptible to accrual and so have been recognized as revenue of the current fiscal period where
considered material.

The District reports the following major governmental funds:

The general fund 1s the government’s primary operating fund. It accounts for all financial resources
of the general government, except those required to be accounted for in another fund.

D. Budgetary Data

Demonstrating compliance with the adopted budget is an important component of a government’s
accountability to the public. Many governments revise their original budgets over the course of the year for
a variety of reasons. Under the GASB 34 reporting model, governments will provide budgetary comparison
information in their annual reports. The District is required to present the original budget with the comparison
of final budget and actual results.

The budget was discussed and adopted by the Board for the fiscal year October 1, 2024 through September
30, 2025, at the September 2024 meeting. The budget was amended with board approval. The District
adopted the current year budget on a line item basis.

E. 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 reported at cost, which approximates fair value.

17



JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT NO. 5

NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2025

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued
F. Receivables

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

G. Capital Assets

Capital outlays are recorded as expenditures of the General Fund and as assets in the government-wide
financial statements of the District. Depreciation is recorded on general fixed assets on a government-wide
basis. All fixed assets are valued at historical cost or estimated historical cost if actual cost was not
available. Donated fixed assets are valued at their estimated fair market value on the date donated.
Depreciation is computed using the straight line method.

Maintenance, repairs, and minor equipment are charged to operations when incurred. Expenditures that
materially change capacities or extend useful lives are capitalized. Upon sale or retirement of land,
buildings, and equipment, the cost and related accumulated depreciation, if applicable, are eliminated
from the respective accounts and any resulting gain or loss is included in the results of operations.
Estimated useful lives for depreciable assets are as follows:

Assets Years
Vehicles & Equipment 7
Computer and Office Equipment 5
Fire Engines 10

H. 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.

Long-term debt for governmental funds is not reported as liabilities in the fund financial statements. The
debt proceeds are reported as expenditures.

1. 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 external 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.

18



JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT NO. 5

NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2025

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

Assigned Fund Balance- the Board of Commissioners delegate authority to the District 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 Commissioners delegate authority to the
District.

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.

J. 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.

K. Estimates

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

NOTE 2: CASH AND INVESTMENTS

At year-end, the District’s carrying amount of deposits was $323,910 and the bank balance was $333,757,
and the Department’s balance was $180,516. Deposits are exposed to custodial risk if they are not covered
by depository insurance and the deposits are uncollateralized, collateralized with securities held by the
pledging financial institution, or collateralized with securities held by the pledging financial institution’s
trust department or agent but not in the District’s name. The remaining funds were collateralized by the
FDIC coverage.

NOTE 3: TAXES

On November 7, 2023, voters approved $0.10 per $100 of assessed valuation property tax for purposes of
creating the District. The District’s tax assessor / collectors have submitted the certified appraisal roll for the
District, showing $400,840,815 to be the total taxable value of property. The District’s property tax is levied
each October 1, on the assessed value listed as of the previous January 1 for all real property located in the
District.
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JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT NO. 5

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 Ending
Balance Additions Deletions Balance
Capital assets not being depreciated: 12,884 12,884
Capital assets being depreciated:
Fire Equip and Vehicles 744,735 296,970 849 1,040,856
Buildings and Improvements 477,185 16,515 - 493,700
Land Improvements 20,286 - - 20,286
Total 1,242,206 1,554,842
Less accumulated depreciation: (911,693) (17,091) 849 (927,935)

Total capital assets being depreciated,
net 330,513 (17,091) 849 626,907

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

General Government $ 17,001
Total Depreciation Expense - Governmental Activities $ 17,091

NOTE 5: LONG TERM DEBT

The District entered into a purchase agreement for the purchase of a vehicle for fire and emergency services.

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

Date Final Annual Outstanding

Issued Amount Maturity Installments % Rate Balance

2025 460,460 2030 51,350 6.128% 460,460
460460

Interest on the loan shall be computed at a fixed rate as shown above for five years provided that such rate
shall not exceed the highest lawful rate. This note may be prepaid in full according to the early redemption
value on due date of the loan in years three and four as shown on the table below.
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JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT NO. 5

NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2025
NOTE 5: LONG TERM DEBT, Continued

Annual requirements to maturity for the lease-purchase agreement is as follows:

Year Ending Early Redemption
September 30, Principal Interest Total Value
2026 238,131 13,494 251,625 N/A
2027 52,130 6,764 58,894 N/A
2028 46,397 12,497 58,894 140,101
2029 438,878 10,016 58,894 95,616
2030 51,510 7,384 58,894 48,951
2030-2038 54,756 3,445 58,201 -
Total b 491,802 § 53,600 @ S 545402 § 48,951

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
Governmental activities:
Notes payable 37,261 460,460 5,919 491,802 238,131
Governmental activities
Long-Term Liabilities $ 37261 § 460460 § 5919 § 491,802 § 238,131

NOTE 6: OTHER INFORMATION

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.

NOTE 7: COMMITMENTS

Effective November 7, 2023, the District entered into an agreement with the Jefferson County Emergency
Services District No. 5, and Hamshire Fannett Volunteer Fire Department (the Department). The Department
agreed to provide emergency services to all persons and property within the Emergency Services District, on
a 24-hour day basis seven days a week to the greatest extent possible including response to life-threatening
emergencies and rescue calls by making available adequate staff and administrative assistance and summon
mutual aid from others including other volunteer fire and first responder organizations when appropriate or
as needed. Amounts to be paid to the Volunteer Fire Department shall be disbursed at the discretion of the
Commissioners and may include expenses for operations and other expenditures approved by the District for
maintaining emergency services within the District.
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REQUIRED SUPPLEMENTARY INFORMATION

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



JEFFERSON COUNTY EMERGENCY SERVICES DISTRICT NO. 5

| EXHIBIT E

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL - GENERAL FUND
FOR THE YEAR ENDED SEPTEMBER 30, 2025

Variance with

Original Final Final Budget -
Budgeted Budgeted Actual Positive
Amounts Amounts Amounts (Negative)
REVENUES
Taxes $ 400,840 $ 400,840 $ 383,826 b (17,014)
Contributions, grants and EMS 43,000 43,000 82,087 39,087
Miscellaneous 19,000 19,000 18,428 (572)
Total revenue 462,840 462,840 484,341 21,501
EXPENDITURES
Current:
General government 138,340 138,340 96,989 41,351
Fire and emergency services 269,500 269,500 188,694 80,806
Total expenditures 407,840 407,840 599,168 (191,328)
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES 55,000 55,000 (114,827) (169,827)
OTHER FINANCING SOURCES (USES)
Issuance of debt - - 460,460 460,460
Principal Payments on loan - - (5,919) (5,919)
Total other financing sources and uses - - 454,541 454,541
NET CHANGE IN FUND BALANCES 55,000 55,000 339,714 284,714
FUND BALANCES AT BEGINNING OF YEAR (39,689) (39,689) (39,689) -
FUND BALANCE AT END OF YEAR 3 15,311 $ 15,311 $ 300,025 5 284,714

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

June 19,2026

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. 5
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 #1 (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 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 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.

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

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.
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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,

Whino CH Pl

Marino CPA Firm

Beaumont, TX
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