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INDEPENDENT AUDITORS' REPORT 

To the Commissioners 
Jackson County Emergency Services District No. 3 
Edna, Texas 

Report on the Financial Statements 
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CLAYTON P. VAN PELT, CPA 

ROBERT W. SCHAAR, CPA 
MELISSA M. TERRY, CPA 

VOICE: (361) 573-3255 
FAX: (361) 573-9531 

We have audited the accompanying financial statements of the governmental activities and each major 
fund of the Jackson County Emergency Services District No. 3 (the "District") a component unit of 
Jackson County, Texas, as of and for the year ended September 30, 2017, and the related notes to the 
financial statements, which collectively comprise the District's basic financial statements as listed in the 
table of contents. 

Management's Responsibility for the Financial Statements 

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

Auditor's Responsibility 

Our responsibility is to express an opm1on on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free from material misstatement. 

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

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

MEMBERS OF 
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 

TEXAS SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS 



Commissioners of the 
Jackson County Emergency Services District No. 3 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities and each major fund of the District as of 
September 30, 2017, and the respective changes in financial position, where applicable, thereof for the 
year then ended in accordance with accounting principles generally accepted in the United States of 
America. 

Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the management's 
discussion and analysis and budgetary comparison information, as listed in the table of contents, be 
presented to supplement the basic financial statements. Such information, although not a part of the 
basic financial statements, is required by the Governmental Accounting Standards Board, 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. 

HARRISON, WALDROP & UHEREK, L.L.P. 
Certified Public Accountants 

May 23, 2018 
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JACKSON COUNTY EMERGENCY SERVICES DISTRICT NO. 3 
MANAGEMENT'S DISCUSSION AND ANALYSIS 
September 30, 2017 

In this section of the Annual Financial Report, we, the managers of Jackson County Emergency Services District 
No. 3 (the "District"}, discuss and analyze the District's financial performance for the year ended 
September 30, 2017. Please read it in conjunction with the independent auditors' report on page 1 and the 
District's basic financial statements, which begin on page 7. 

OVERVIEW OF THE FINANCIAL STATEMENTS 

This discussion and analysis is intended to serve as an introduction to the District's basic financial statements. 
The District's basic financial statements are comprised of three components: 1) government-wide financial 
statements, 2) fund financial statements, and 3) notes to financial statements. This report also contains other 
supplemental information in addition to the basic financial statements themselves. 

This annual report consists of a series of financial statements. The government-wide financial statements include 
the Statement of Net Position and the Statement of Activities (on pages 7 through 10). These statements provide 
information about the activities of the District as a whole and present a longer-term view of the District's financial 
matters. They reflect the flow of total economic resources in a manner similar to the financial reports of a 
business enterprise. 

Fund financial statements (also on pages 7 through 1 O) report the District's operations in more detail than the 
government-wide statements by providing information about the District's most significant funds. For 
governmental activities, these statements tell how services were financed in the short-term as well as what 
resources remain for future spending. They reflect the flow of current financial resources and supply the basis for 
tax levies and the appropriations budget. 

The notes to financial statements (starting on page 11) provide narrative explanations or additional data needed 
for full disclosure in the government-wide statements or the fund financial statements. 

Government-wide Financial Statements 

The Statement of Net Position and the Statement of Activities 

The analysis of the District's overall financial condition and operations is on pages 7 through 10. Its primary 
purpose is to show whether the District's financial condition improved or declined as a result of the year's 
activities. The Statement of Net Position includes all the District's assets and liabilities at the end of the year, 
while the Statement of Activities includes all the revenues and expenses generated by the District's operations 
during the year. These statements apply the accrual basis of accounting, which is the basis used by private 
sector companies. 

All of the current year's revenues and expenses are taken into account regardless of when cash is received or 
paid. All of the District's assets are reported whether they serve the current year or future years. Liabilities are 
considered regardless of whether they must be paid in the current year or future years. 

These two statements report the District's net position and changes in them. The District's net position (the 
difference between assets and liabilities) provide one measure of the District's financial health, or financial 
position. Over time, increases or decreases in the District's net position are one indicator of whether its financial 
health is improving or declining. To fully assess the overall health of the District, however, one should consider 
non-financial factors as well, such as changes in the District's property tax base and the condition of the District's 
facilities. 

In the Statement of Net Position and the Statement of Activities, we disclose the District's one type of activity: 

Governmental activities - All of the District's basic services are reported here. Property taxes, operating grants 
and contributions, and unrestricted investment earnings finance most of these activities. 
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OVERVIEW OF THE FINANCIAL STATEMENTS-(Continued) 

Fund Financial Statements 

The fund financial statements also are included on pages 7 through 10 and provide detailed information about the 
most significant funds - not the District as a whole. Laws and contracts require the District to establish some 
funds. The District's administration can establish other funds, such as debt service and capital projects, to help it 
control and manage money for particular purposes. The District has only one fund, the General Fund, which is 
governmental. 

Governmental funds - All of the District's basic services are reported in governmental funds, which use modified 
accrual accounting (a method that measures the receipt and disbursement of cash and all other financial assets 
that can be readily converted to cash) and report balances that are available for future spending. The 
governmental fund statements provide a detailed short-term view of the District's general operations and the basic 
services it provides. We describe the differences between governmental activities (reported in the Statement of 
Net Position and the Statement of Activities) and governmental funds, as shown in the adjustments column, in 
reconciliation schedules immediately following the financial statements on pages 7 through 10. 

GOVERNMENT-WIDE FINANCIAL ANALYSIS 

As noted earlier, net position serves over time as a useful indicator of a government's financial position. The 
assets and deferred outflows of the District exceeded its liabilities at the close of the year ended 
September 30, 2017, by $699,023, of which $318,788 is available to meet the District's ongoing obligations. 

Table I 
Jackson County Emergency Services District No. 3 

NET POSITION 

Governmental Activities Total% 
2017 2016* Change 

ASSETS 
Current assets $ 304,567 $ 249,372 22.13% 
Net pension asset 4,767 N/A 
Capital assets (net) 461,473 485,508 -4.95% 

Total assets 770,807 734,880 4.89% 

TOTAL DEFERRED OUT-
FLOWS OF RESOURCES 27,851 23,874 16.66% 

LIABILITIES 
Current liabilities 37,759 36,635 3.07% 
Noncurrent liabilities 61,876 81,238 -23.83% 

Total liabilities 99,635 117,873 -15.47% 

NET POSITION 
Net investment in capital assets 380,235 385,508 -1.37% 
Unrestricted net position 318,788 255,373 24.83% 

Total net position $ 699,023 $ 640,881 9.07% 
*2016 net position has been restated. See Note 10 of this report. 
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GOVERNMENT-WIDE FINANCIAL ANALYSIS - (Continued) 

Table II 

Jackson County Emergency Services District No. 3 

CHANGES IN NET POSITION 

Governmental Activities Total% 

2017 2016* Change 

REVENUES 
General revenues 

Tax collections $ 619,793 $ 659,368 -6.00% 
Penalty and interest 387 303 27.72% 
Investment earnings 1,218 1, 126 8.17% 
Grants and donations 85,903 80,044 7.32% 
Miscellaneous income 51,083 993 5044.31% 

Total revenues 758,384 741,834 2.23% 

EXPENSES 
General government 700,242 629,791 11.19% 

Total expenses 700,242 629,791 11.19% 

Special item - transfer of operations 397,060 -100.00% 

Change in net position 58,142 509, 103 -88.58% 

Net position - October 1 640,881 131,778 386.33% 

Net position - September 30 $ 699,023 $ 640,881 9.07% 
*2016 net position has been restated. See Note 10 of this report. 

The District's total revenues increased mainly due to the sale of assets which is included in miscellaneous 
income. Total expenses increased approximately 11 % from the prior year. This increase is mainly due to 
personnel costs. 

FINANCIAL ANALYSIS OF THE DISTRICT'S FUNDS 

At September 30, 2017, the District's General Fund reported an ending fund balance of $253,925, which is an 
increase of $47,399 in comparison with the prior year. The General Fund's fund balance was 35.87% of total 
General Fund expenditures at year-end. 

GENERAL FUND BUDGETARY HIGHLIGHTS 

Differences between the General Fund's final amended budget and actual was a positive variance of $39,955. 
This was mainly due to the District having a positive variance in the grants and donations revenue, as well as 
additional miscellaneous income. 
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CAPITAL ASSET AND DEBT ADMINISTRATION 

Capital Assets 

At September 30, 2017, the District had $461,473 net of accumulated depreciation, invested in machinery and 
equipment. This amount represents a net decrease of $24,035 from the prior year. 

More detailed information about the District's capital assets is presented in Note 6 to the financial statements. 

Long-term Debt 

At the end of fiscal year 2017, the District had outstanding loans payable in the amount of $81,238 of which 100% 
is backed by the full faith and credit of the District 

Additional information on the District's debt can be found in Note 7 of this report. 

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET AND RATES 

The District's Commissioners considered various factors when setting the 2018 budget and tax rate. Some 
factors considered, included routine maintenance projects for equipment fees to be paid for contracted services, 
and expected administrative costs. 

CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT 

This financial report is designed to provide our citizens, taxpayers, customers, and investors and creditors with a 
general overview of the District's finances and to show the District's accountability for the money it receives. If 
you have questions about this report or need additional financial information, contact the District's business office, 
at Jackson County Emergency Services District No. 3, 315 West Main, Edna, Texas 77957. 
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JACKSON COUNTY EMERGENCY SERVICES DISTRICT NO. 3 
STATEMENT OF NET POSITION AND GOVERNMENTAL FUNDS BALANCE SHEET 
September 30, 2017 

General 
Fund Adjustments 

ASSETS 
Current assets 

Cash and cash equivalents $ 270, 100 $ 
Taxes receivable (net) 32,245 
Due from other governments 2,222 

Noncurrent assets 
Machinery and equipment (net) 461,473 
Net pension asset 4,767 

Total assets 304,567 466,240 

DEFERRED OUTFLOWS OF RESOURCES 
Deferred outflows related to TCDRS 27,851 

Total deferred outflows of resources 27,851 

LIABILITIES 
Current liabilities 

Accounts payable 911 
Accrued expenses 17,486 
Loan payable 19,362 

Total current liabilities 18,397 19,362 

Noncurrent liabilities 

Loan payable 61,876 

Total liabilities 18,397 81,238 

DEFERRED INFLOWS OF RESOURCES 
Unavailable revenue 32,245 (32,245) 

Total deferred inflows of resources 32,245 (32,245) 

FUND BALANCES/NET POSITION 
Fund balance 

Unassigned 253,925 {253,925) 

Total fund balances 253,925 {253,925) 

Total liabilities, deferred inflows and fund balances $ 304,567 

Net position 
Net investment in capital assets 380,235 
Un restricted 318,788 

Total net position $ 699,023 

The accompanying notes are an integral part of this statement. 
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JACKSON COUNTY EMERGENCY SERVICES DISTRICT NO. 3, 
RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCE TO NET POSITION 
OF GOVERNMENTAL ACTIVITIES 
September 30, 2017 

Total governmental fund balance 

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

Net pension asset is not a current financial resource and therefore is not reported 
in the governmental funds balance sheet. 

Capital assets used in governmental activities are not financial resources, and 
therefore, are not reported as assets in governmental funds. The governmental 
capital assets at year-end consist of: 

Governmental capital assets costs 
Accumulated depreciation 

Deferred outflows of resources are not reported in the governmental funds: 

Deferred resource outflows related to TCDRS 

Long-term liabilities are not due and payable in the current period, and therefore, 
are not reported as liabilities in the funds. Long-term liabilities at year-end consist 
of: 

Loan payable 

Property taxes receivable will be collected this year, but are not available soon 
enough to pay for the current period's expenditures, and therefore, are reported 
as "unavailable" in the funds financial statements. 

Net position of governmental activities 

The accompanying notes are an integral part of this statement. 
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JACKSON COUNTY EMERGENCY SERVICES DISTRICT NO. 3 
STATEMENT OF ACTIVITIES AND GOVERNMENTAL FUNDS REVENUES, 
EXPENDITURES, AND CHANGES IN FUND BALANCE 
For the year ended September 30, 2017 

EXPENDITURES 
Current 

Personnel 
Professional services 
Materials and supplies 
Maintenance 
Administrative 

Commissioners' training 
Insurance 
Utilities 
Dues 
Travel 
Training school 
Other 

Contract services 
Appraisal district 

Capital outlay 
Debt service 
Depreciation 

Total expenditures 

REVENUES 
General revenues 

Tax revenues 
Tax collections 
Penalty and interest 

Unrestricted investment earnings 
Grants and donations 
Miscellaneous 

Total revenues 

Excess (deficiency) of revenues over expenditures 

Change in net position 

FUND BALANCE/NET POSITION 

Beginning of year, as restated 

End of year 

The accompanying notes are an integral part of this statement. 
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General 
Fund 

$ 483,058 
7,784 

32,247 
38,546 

1,573 
16,428 
8,215 
1,052 
4,099 
1,713 
5,729 

22,141 
66,602 
18,762 

707,949 

610,300 
387 

1,218 
85,903 
55,318 

753, 126 

45,177 

208,748 

$ 253,925 

Statement of 
Adjustments Activities 

$ (8,744) $ 474,314 
7,784 

32,247 
38,546 

1,573 
16,428 
8,215 
1,052 
4,099 
1,713 
5,729 

22,141 
(63,425) 3,177 
(18,762) 
83,224 83,224 

{7,707) 700,242 

9,493 619,793 
387 

1,218 
85,903 

{4,235) 51,083 

5,258 758,384 

(45, 177) 

58, 142 58,142 

432, 133 640,881 

$ 445,098 $ 699,023 



JACKSON COUNTY EMERGENCY SERVICES DISTRICT NO. 3 
RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF REVENUES, EXPENDITURES, 
AND CHANGES IN FUND BALANCE TO THE STATEMENT OF ACTIVITIES 
For the year ended September 30, 2017 

Total net change in fund balances - governmental funds 

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

Capital outlays are reported in governmental funds as expenditures. However, in 
the statement of activities, the cost of those assets is allocated over their 
estimated useful lives as depreciation expense. 

Increase in capital assets 
Depreciation 

Current year principal payments on long-term debt are expenses in the fund 
financial statements, but they serve to decrease long-term liabilities in the 
government-wide financial statements. In the current year, these amounts consist 
of: 

Loan principal payment 

The net effect of various transactions involving capital assets (i.e., transfers, 
contributions, adjustments and dispositions) is to increase (decrease) net 
position. 

Some property taxes will not be collected for several months after the District's 
year ends; they are not considered "available" revenues and are reported as 
"unavailable" in the governmental funds. 

Some items reported in the Statement of Activities do not require the use of 
current financial resources and therefore are not reported as expenditures in 
governmental funds. These activities consist of: 

Net pension costs 

Change in net position of governmental activities 

The accompanying notes are an integral part of this statement. 
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JACKSON COUNTY EMERGENCY SERVICES DISTRICT NO. 3 
NOTES TO FINANCIAL STATEMENTS 
September 30, 2017 

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The Jackson County Emergency Services District No. 3 (the "District") was legally created and 
formed on May 17, 2013. 

The Commissioners are appointed by the Commissioners' Court of Jackson County and have 
decision-making authority, the power to designate management, the responsibility to significantly 
influence operations, and primary accountability for fiscal matters including taxing authority. The 
District is a component unit of Jackson County in accordance with the Governmental Accounting 
Standards Board (GASB) Statement No. 14. The accounting policies of the District conform to 
generally accepted accounting principles (GAAP) as applicable to governments. 

A. Reporting Entity 

In evaluating how to define the government, for financial reporting purposes, management has 
considered all potential component units. The decision to include a potential component unit in 
the reporting entity was made by applying the criteria set forth in the Governmental Accounting 
Standards Board (GASB) Statement No. 14, The Financial Reporting Entity, and as amended by 
GASB Statement No. 39, Determining Whether Certain Organizations are Component Units. 
Under these guidelines the reporting entity consists of the primary government (all funds of the 
District}, organizations for which the primary government is financially accountable, organizations 
for which the primary government is not financially accountable, organizations that raise and hold 
economic resources for the direct benefit of the primary government, and any other organization 
for which the nature and significance of the relationship with the primary government is such that 
exclusion could cause the District's financial statements to be misleading or incomplete. Under 
these guidelines there are not any entities that are considered to be component units. The 
District receives funding from taxes, interest and donations. 

B. Government-wide and Fund Financial Statements 

The government-wide financial statements (i.e., the statement of net position and the statement 
of changes in net position) report information on all nonfiduciary activities of the District. For the 
most part, the effect of interfund activity has been removed from these statements. 
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. The District had no business-type activities during the year ended 
September 30, 2017. The statement of activities demonstrates the degree to which the direct 
expenses of a given function 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. 

C. Measurement Focus. Basis of Accounting. and Financial Statement Presentation 

The government-wide financial statements are reported using the economic resources 
measurement focus and the accrual basis of accounting. Revenues are recorded when earned 
and expenses are recorded when a liability is incurred, regardless of the timing of related cash 
flows. Property taxes are recognized as revenues in the year for which they are levied. Grants 
and similar items are recognized as revenue as soon as all eligibility requirements imposed by 
the provider have been met. 
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NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued) 

C. Measurement Focus. Basis of Accounting. and Financial Statement Presentation - (Continued) 

Governmental fund financial statements are reported using the current financial resources 
measurement focus and the modified accrual basis of accounting. Revenues are recognized as 
soon as they are both measurable and available. Revenues are considered to be available when 
they are collectible within the current period or soon enough thereafter to pay liabilities of the 
current period. For this purpose, the District considers revenues to be available if they are 
collected within 60 days of the end of the current period. Expenditures generally are recorded 
when a liability is incurred, as under accrual accounting. However, debt service expenditures, as 
well as expenditures related to claims and judgments, are recorded only when payment is due. 

Property taxes and interest associated with the current 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. 

The District reports the following major governmental fund: 

The General Fund is the District's primary operating fund. It accounts for all financial resources 
of the general government, except those required to be accounted for in another fund. 

The District reports no other fund types. 

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

When both restricted and unrestricted resources are available for use, it is the District's policy to 
use restricted resources first, then unrestricted resources as they are needed. 

D. Budgets and Budgetary Accounting 

The Commissioners prepare and vote on the adopted budget. The budget for the General Fund 
is adopted on a basis consistent with generally GAAP. All budget amendments must be 
approved by the Commissioners. The District does not employ the use of encumbrances in its 
budgetary accounting. 

E. Other Accounting Policies 

Cash and Investments 

Cash and cash equivalents include amounts in petty cash, demand deposits, time deposits, and 
any investment purchased with an original maturity date of 90 days or less. 

The District may invest its excess funds in any instruments authorized by the Public Funds 
Investment Act of Texas. Investments authorized under this Act include, but are not limited to, 
the following: Obligations of the United States or its agencies and instrumentalities; direct 
obligations of the State of Texas or its agencies and instrumentalities; collateralized mortgage 
obligations directly issued by a federal agency or instrumentality of the United States, the 
underlying security for which is guaranteed by an agency or instrumentality of the United States; 
other obligations, the principal and interest of which are unconditionally guaranteed or insured by, 
or backed by full faith and credit of, the State of Texas or the United States or their respective 
agencies and instrumentalities; certificates of deposit issued by a state or financial institution 
domiciled in the State of Texas which is guaranteed or insured by the Federal Deposit Insurance 
Corporation (FDIC) or otherwise secured; and certain repurchase agreements. The District has 
no investments as of September 30, 2017. 
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NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued) 

E. Other Accounting Policies - (Continued) 

Receivables 

All property tax receivables are shown net of an allowance for uncollectibles. 

Capital Assets 

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g., roads, 
bridges, sidewalks, and similar items), are reported in the applicable governmental activities 
columns in the government-wide statement of net position. The District defines capital assets, as 
assets with an estimated useful life in excess of one year, regardless of cost. 

As the DistriCt constructs or acquires capital assets each period, they are capitalized and reported 
at historical cost. The reported value excludes normal maintenance and repairs which are 
essentially amounts spent in relation to capital assets that do not increase the capacity or efficiency 
of the item or extend its useful life beyond the original amount. In the case of donations, the 
District values these capital assets at acquisition value at the date of donation. 

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

Assets 

Machinery and equipment 
Office equipment and fixtures 

Long-term Obligations 

Years 

5 
5 

In the government-wide financial statements, long-term debt is reported as liabilities in the 
applicable governmental activities statement of net position. The face amount of debt issued is 
reported as other financing sources. Issuance costs, whether or not withheld from the actual debt 
proceeds received, are reported as debt service expenditures. 

Fund Equity 

GASB Statement No. 54, "Fund Balance Reporting and Governmental Fund Type Definitions," 
(the "Statement") was issued in February 2009. This Statement eliminates the requirement to 
report governmental fund balances as reserved, unreserved, or designated. It replaces those 
categories with five possible classifications of governmental fund balances - nonspendable, 
restricted, committed, assigned, and unassigned. This Statement also redefines the 
governmental funds for clarity and to be consistent with these new fund balance classifications. 
The provisions of this Statement are effective for periods beginning after June 15, 2010. The 
District did not adopt a new fund balance policy in accordance with GASB Statement No. 54 
during fiscal year 2016. This Statement did not have an impact on the District's functions, 
financial position or results of operations. 

For the classification of Governmental Fund balances, the District considers an expenditure to be 
made from the most restrictive first when more than one classification is available. 
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NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued) 

E. Other Accounting Policies - (Continued) 

Use of Estimates 

The preparation of the government-wide and fund financial statements in conformity with 
generally accepted accounting principles requires management to make estimates and 
assessments 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 period. Accordingly, actual results could differ 
from those estimates. 

The preparation of financial statements in conformity with GAAP requires the use of the 
management's estimates. 

NOTE 2: STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY 

Excess of Expenditures Over Appropriations 

For the fiscal year ended September 30, 2017, the District complied with budgetary restrictions at all 
function levels except as detailed in the following table: 

Function 

Personnel 

Materials and supplies 

Maintenance 

Insurance 

Travel 

Capital outlay 

$ 

Expenditure Variance 

31, 158 

6,747 

9,546 

1,928 

1,099 

54,364 

These over expenditures were funded by available fund balance in the General Fund. 

NOTE 3: DEPOSITS AND INVESTMENTS 

Interest Rate Risk 

In accordance with the District's investment policy, the District manages its exposure to declines in 
fair values by limiting the weighted average maturity of its investment portfolio for investments to less 
than two years from the time of purchase. However, the District may purchase investments with a 
longer maturity when it is determined that it can be held to maturity. 

Credit Risk 

Credit risk is the risk that an issuer or counterparty to an investment will not fulfill its obligations. The 
ratings of securities by nationally recognized rating agencies are designed to give an indication of 
credit risk. As of September 30, 2017, and for the year then ended, the District was not exposed to 
credit risk. 
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NOTE 3: DEPOSITS AND INVESTMENTS - (Continued) 

Concentration of Credit Risk 

Concentration of credit risk is the risk of loss attributed to the magnitude of a government's 
investment in a single issuer. As of September 30, 2017, and for the year then ended, the District 
was not exposed to concentration of credit risk. 

Custodial Credit Risk - Deposits 

In the case of deposits, this is the risk that in the event of a bank failure, the District's deposits may not 
be returned to it. The District's investment policy requires that deposits at financial institutions be 
insured by the FDIC and/or collateralized by securities pledged to the District by the depository bank in 
an amount equal to at least 102% of the carrying value of deposits held. During the fiscal year and at 
year-end, all deposits held in the depository bank were fully collateralized and therefore the District was 
not exposed to custodial credit risk. 

Custodial Credit Risk - Investments 

For an investment, this is the risk that, in the event of the failure of the counterparty, the District will 
not be able to recover the value of its investments or collateral securities that are in the possession of 
an outside party. All investments held by third parties were fully collateralized and held in the 
District's name. 

NOTE 4: PROPERTY TAXES RECEIVABLE 

Taxes receivable at September 30, 2017, consisted of the following: 

Taxes receivable 
Less: Allowances 

Total net receivables 

General 
Fund 

$ 33,942 
(1,697) 

$ 32.245 

The District's ad valorem property tax is levied each October 1 on the assessed value listed as of the 
prior January 1 for all real and business personal property located in the District. Taxes are 
delinquent by February 1 following the October 1 levy date. A statutory lien becomes effective on all 
property with unpaid taxes as of January 1 of the year following the assessment. Taxes are billed 
and collected by the Jackson County Appraisal District. 

Allowances for uncollectible tax receivables within the General Fund are based upon historical 
experience in collecting property taxes. Uncollectible personal property taxes are periodically written 
off, but the District is prohibited from writing off real property taxes without specific statutory authority 
from Texas Legislature. The District has no allowance for uncollectible tax receivables. The amount 
is not considered material. 
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NOTE 4: PROPERTY TAXES RECEIVABLE - (Continued) 

Property taxes levied for the 2016 tax roll were $619,025 with a maintenance tax rate set at $0. 1 O per 
$100 valuation. The assessed value at January 1, 2016, upon which the 2016 levy was based, was 
$619,025,000. 

The District's General Fund reports unavailable revenue in connection with receivables for revenues 
that are not considered to be available to liquidate liabilities of the current period. At 
September 30, 2017, all unavailable revenues reported by the District relate to ad valorem taxes. 

NOTE 5: DUE FROM OTHER GOVERNMENTS 

At September 30, 2017, the Jackson County Tax Assessor and Collector held tax receipts in the 
amount of $2,222 that had been collected for, but not yet remitted to the District. 

NOTE 6: CAPITAL ASSETS 

The District's capital asset activity for the year ended September 30, 2017, was as follows: 

Beginning Ending 
Balance Increases Decreases Balance 

Governmental activities 
Capital assets, not being depreciated 

Construction in progress $ 92,489 $ $ 92,489 $ 
Total capital assets not being depreciated 92,489 92,489 

Capital assets, being depreciated 
Machinery and equipment 466,034 155,913 9,562 612,385 

Total capital assets being depreciated 466,034 155,913 9,562 612,385 

Less accumulated depreciation for 
Machinery and equipment {73,015) {83,224) 5,327 {150,912) 

Total accumulated depreciation {73,015) {83,224) 5,327 {150,912) 

Total capital assets being depreciated, net 393,019 72,689 4,235 461,473 

Governmental activities capital assets, net $ 485,508 $ 72,689 $ 96,724 $ 461,473 
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NOTE 7: LONG-TERM DEBT 

NOTE 8: 

The following is a summary of long-term debt transactions of the District for the year ended 
September 30, 2017 for governmental activities: 

Beginning Ending Due Within 
Balance Additions Reductions Balance One Year 

Governmental activities 
Loan payable $ 100,000 $ - $ 18,762 $ 81,238 $ 19,362 

Total governmental activity 

long-term liabilities $ 100,000 $ - $ 18,762 $ 81,238 $ 19,362 

Loan payable for the purchase and refurbishment of a fire truck in May 2016. The interest is fixed at 
3.195%. Annual payments of $21,957 in May of each year through May 2021. 

The loan payable is payable from non-tax revenues generated by the District. 

Annual debt service requirements to maturity for the loan payable is as follows: 

Maturities Princi~al Interest 

2018 $ 19,362 $ 2,596 $ 
2019 19,980 1,977 
2020 20,619 1,339 
2021 21,277 680 

Total $ 81,238 $ 6,592 $ 

CONTINGENCIES 

Legal Proceedings 

At September 30, 2017, the District had no pending or threatened litigation. 

Risk Management 

Total 

21,958 
21,957 
21,958 
21,957 

87,830 

The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of 
assets; errors and omissions; injuries to employees; and natural disasters. There were no significant 
reductions in coverage in the past fiscal year and there were no settlements exceeding coverage. 
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NOTE 9: EMPLOYEES' RETIREMENT PLAN 

Plan Description 

The District provides retirement and disability benefits for all of its full-time employees through a 
nontraditional, defined contribution pension plan in the statewide Texas County and District Retirement 
System (TCDRS). The Board of Trustees of TCDRS is responsible for the administration of the 
statewide agent multiple-employer public employee retirement system consisting of 641 nontraditional 
defined benefit pension plans. TCDRS in the aggregate issues a comprehensive annual financial report 
(CAFR) on a calendar year basis. The CAFR is available upon written request from the TCDRS Board of 
Trustees at P.O. Box 2034, Austin, Texas 78768-2034. 

The plan provisions are adopted by the governing body of the employer, within the options available 
in the Texas state statutes governing TCDRS (TCDRS Act). Members can retire at ages 60 and 
above with 10 or more years of service, with 30 years of service regardless of age, or when the sum 
of their age and years of service equals 80 or more. Members are vested after 1 O years of service 
but must leave their accumulated deposits in the plan to receive any employer-financed benefit. 
Members who withdraw their personal deposits in a lump sum are not entitled to any amounts 
contributed by their employer. 

Benefit amounts are determined by the sum of the employee's deposits to the plan, with interest, and 
employer-financed monetary credits. The level of these monetary credits is adopted by the governing 
body of the employer within the actuarial constraints imposed by the TCDRS Act so that the resulting 
benefits can be expected to be adequately financed by the employer's commitment to contribute. At 
retirement, death, or disability, the benefit is calculated by converting the sum of the employee's 
accumulated deposits and the employer-financed monetary credits to a monthly annuity using annuity 
purchase rates prescribed by the TCDRS Act. 

Funding Policy 

The employer has elected the annually determined contribution rate (ADCR) plan provisions of the 
TCDRS Act. The plan is funded by monthly contributions from both employee members and the 
employer based on the covered payroll of employee members. Under the TCDRS Act, the 
contribution rate of the employer is actuarially determined annually. The employer contributed using 
the actuarially determined rate of 11.03% for the months of the accounting year in 2016, and 12.10% 
for the months of the accounting year in 2017. 

The deposit rate payable by the employer for calendar year 2017 is the rate of 12.10% as adopted by 
the governing body of the employer. The employee members deposit rate and the employer 
contribution rate may be changed by the governing body of the employer within the options available 
in the TCDRS Act. 
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NOTE 9: EMPLOYEES' RETIREMENT PLAN - (Continued) 

Net Pension Liability 

The District's net pension liability was measured as of December 31, 2016, and the total pension 
liability used to calculate the net pension liability was determined by an actuarial valuation as of that 
date. 

Actuarial Assumptions 
The total pension liability in the December 31, 2016 actuarial valuation was determined using the 
following actuarial assumptions, applied to all periods included in the measurement: 

Valuation timing 

Actuarial cost method 

Amortization method 
Recognition of economic/ 

demographic gains or losses 
Recognition of assumptions 

changes or inputs 

Asset valuation method 
Smoothing period 
Recognition method 
Corridor 

Inflation 

Salary increases 

Investment rate of return 

Retirement age 

Turnover 

Mortality 

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

Entry age normal 

Straight-line amortization over expected working life 

Straight-line amortization over expected working life 

5 years 
Non-asymptotic 
None 

3.00% 

3.50% 

8.10% 

Based on annual rates of service retirement where deferred 
members are assumed to retire at the later of: a) age 60 orb) 
earliest retirement eligibility. 

New employees are assumed to replace any terminated 
members and have similar entry ages. Members who become 
disabled are eligible to commence benefit payments 
regardless of age. Rates of disability are in a custom table 
based on TCDRS experience. 

Mortality rates were based on the RP-2000 tables, depending 
on status of member, for Males or Females, as appropriate, 
with adjustments for mortality improvements based on Scale 
AA. 
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NOTE 9: EMPLOYEES' RETIREMENT PLAN - (Continued) 

Net Pension Liability - (Continued) 

Actuarial Assumptions - (Continued) 

The long-term expected rate of return on pension plan .investments was determined using a building
block method in which best-estimate ranges of expected future real rates of return (expected returns, 
net of pension plan investment expense and inflation) are developed for each major asset class. 
These ranges are combined to produce the long-term expected rate of return by weighting the 
expected future real rates of return by the target asset allocation percentage and by adding expected 
inflation. The target allocation and best estimates of arithmetic real rates of return for each major 
asset class are summarized in the following table: 

Geometric Real 
Rate of Return 

(Expected 
Target minus 

Asset Class Allocation Inflation) 

US Equities 13.50% 4.70% 
Private Equity 16.00% 7.70% 

Global Equities 1.50% 5.00% 
International Equities - Developed 10.00% 4.70% 

International Equities - Emerging 7.00% 5.70% 

Investment-Grade Bonds 3.00% 0.60% 
High-Yield Bonds 3.00% 3.70% 
Opportunistic Credit 2.00% 3.83% 
Direct Lending 10.00% 8.15% 
Distressed Debt 3.00% 6.70% 
REIT Equities 2.00% 3.85% 

Master Limited Partnerships 3.00% 5.60% 
Private Real Estate Partnerships 6.00% 7.20% 
Hedge Funds 20.00% 3.85% 

Discount Rate 
The discount rate used to measure the total pension liability was 8.10%. The projection of cash flows 
used to determine the discount rate assumed that employee contributions will be made at the current 
contribution rate and that District contributions will be made at rates equal to the difference between 
actuarially determined contribution rates and the employee rate. Based on those assumptions, the 
pension plan's fiduciary net position was projected to be available to make all projected future benefit 
payments of current active and inactive employees. Therefore, the long-term expected rate of return 
on pension plan investments was applied to all periods of projected benefit payments to determine 
the total pension liability. 
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NOTE 9: EMPLOYEES' RETIREMENT PLAN - (Continued) 

Net Pension Liability - (Continued) 

Changes in Net Pension Liability 

Balance at 12/31/2015 
Changes for the year: 

Service cost 
Interest 
Effect of plan changes 
Effect of economic/demographic 

gains or losses 
Effect of assumptions 

changes or inputs 
Refund of contributions 
Benefit payments 
Administrative expense 
Member contributions 
Net investment income 
Employer contributions 
Other changes 

Net changes 

Balance at 12/31/2016 

$ 

$ 

Total Pension 
Liability 

(a) 

47,044 
1,868 

40 

48 952 

48 952 

Increase (Decrease) 
Plan Fiduciary 
Net Position 

$ 

$ 

(b) 

19,482 

33,436 
801 

53 719 

53.719 

$ 

$ 

Net Pension 
Liability 
(a) - (b) 

47,044 
1,868 

40 

(19,482) 

(33,436) 
(801) 

(4.767) 

(4 767) 

Sensitivity of the Net Pension Liability to Changes in the Discount Rate 
The following presents the net pension liability of the District, calculated using the discount rate of 
8.10%, as well as what the Jackson County Emergency Services District No. 3 net pension liability 
would be if it were calculated using a discount rate that is 1 percentage point lower (7.10%) or 1 
percentage point higher (9.10%) than the current rate: 

1 % Decrease in 
Discount Rate (7.10%) 

Total pension liability $ 
Fiduciary net position 
Net pension liability I (asset) $ 

Pension Plan Fiduciary Net Position 

59,944 $ 
53 719 

6.225 $ 

Discount Rate 1% Increase in 
(8.10%) Discount Rate (9.10%) 

48,952 $ 40,208 
53 719 53 719 
(4 767) ,,,,,$=====(....,1,,,.,3 .... 5='=1..,.1) 

Detailed information about the pension plan's fiduciary net position is available in the separately 
issued TCDRS report. 
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NOTE 9: EMPLOYEES' RETIREMENT PLAN - (Continued) 

Pension Expense and Deferred Outflows of Resources 

For the year ended September 30, 2017, the District recognized pension expense of $27,222. At 
September 30, 2017, the District reported the following deferred outflows of resources related to 
pensions from the following sources: 

Differences between expected and actual 
experience 

Changes of assumptions 
Net difference between projected and 

actual earnings 
Contributions made subsequent to 

measurement date 

Total 

$ 

$ 

Deferred Inflows 
of Resources 

Deferred Outflows 
of Resources 

$ 37 

1,707 

26107 

$ 27.851 

Amounts reported as deferred outflows of resources related to pensions, excluding contributions 
made subsequent to the measurement date, will be recognized in pension expense as follows: 

Year ended December 31, 
2017 $ 430 
2018 430 
2019 430 
2020 430 
2021 3 
Thereafter 20 

$ 1.743 

NOTE 10: RESTATEMENT OF BEGINNING BALANCES 

The District's governmental activities financial statements for the fiscal year ending 
September 30, 2016 have been restated to properly reflect the deferred outflow balance. The result 
of the restatement was to increase beginning unrestricted net position and the beginning deferred 
outflow for contributions made after the measurement date by $23,87 4. 

NOTE 11: SUBSEQUENT EVENTS 

No events have occurred subsequent to the balance sheet date that would materially affect the 
financial statements. 
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REQUIRED SUPPLEMENTARY INFORMATION 



JACKSON COUNTY EMERGENCY SERVICES DISTRICT NO. 3 
MAJOR GOVERNMENTAL FUNDS - GENERAL FUND 
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE 
BUDGET (GAAP BASIS) AND ACTUAL 
For the year ended September 30, 2017 

Variance 
Original Final Positive 
Budget Budget Actual {Negative) 

REVENUES 
Tax revenues 

Tax collections $ 662,500 $ 612,000 $ 610,300 $ (1,700) 
Penalty and interest 387 387 

Unrestricted investment earnings 1,000 1,000 1,218 218 
Grants and donations 6,000 7,000 85,903 78,903 
Miscellaneous 55,318 55,318 

Total revenues 669,500 620,000 753,126 133,126 

EXPENDITURES 
Current 

Personnel 459,300 451,900 483,058 (31, 158) 
Professional services 12,000 12,000 7,784 4,216 
Materials and supplies 27,400 25,500 32,247 (6,747) 
Maintenance 28,500 29,000 38,546 (9,546) 
Administrative 

Commissioners' training 3,000 2,000 1,573 427 
Insurance 14,500 14,500 16,428 (1,928) 
Utilities 13,000 9,000 8,215 785 
Dues 2,900 2,100 1,052 1,048 
Travel 3,000 3,000 4,099 (1,099) 
Training school 4,500 4,000 1,713 2,287 
Other 7,300 7,000 5,729 1,271 

Contract services 
Appraisal district 23,500 23,000 22, 141 859 
Tax Assessor 4,000 3,000 3,000 

Capital outlay 32,238 12,238 66,602 (54,364) 

Debt service 18,762 18,762 18,762 

Total expenditures 653,900 617,000 707,949 {90,949) 

Excess (deficiency) of revenues over (under) 
expenditures (GAAP BUDGETARY BASIS) 15,600 3,000 45,177 42,177 

Fund balance at beginning of year 208,748 208,748 208,748 

Fund balance at end of year $ 224,348 $ 211,748 $ 253,925 $ 42,177 

The accompanying notes to required supplementary information are an integral part of this schedule. 
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JACKSON COUNTY EMERGENCY SERVICES DISTRICT NO. 3 
SCHEDULE OF CHANGES IN NET PENSION LIABILITY AND RELATED RAT/OS 
Last ten years 

Total Pension Liability 

Service cost 
Interest (on the total pension liability) 
Changes of benefit terms 
Difference between expected and actual experience 
Change of assumptions 
Benefit payments, including refunds of employee 

contributions 

Net Change in Total Pension Liability 

Total Pension Liability - Beginning 

Total Pension Liability - Ending (a) 

Plan Fiduciary Net Position 

Contributions - Employer 
Contributions - Employee 
Net investment income 
Benefit payments, including refunds of employee 

contributions 
Administrative expense 
Other 

Net Change in Plan Fiduciary Net Position 

Plan Fiduciary Net Position - Beginning 

Plan Fiduciary Net Position - Ending (b) 

Net Pension Liability - Ending (a) - (b) 

Plan Fiduciary Net Position as a Percentage 
of Total Pension Liability 

Covered Employee Payroll 

Net Pension Liability as a Percentage 
of Covered Employee Payroll 

NOTE: Information for the prior nine years was not readily available. The District will compile the respective 
information over the next nine years as provided by TCDRS on a "measurement date" basis. 

The accompanying notes to required supplementary information are an integral part of this schedule. 
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2016 

$ 47,043 
1,869 

40 

48,952 

$ 48,952 

$ 33,435 
19,482 

802 

53,719 

$ 53,719 

$ (4,767) 

109.74% 

$ 278,313 

-1.71% 



JACKSON COUNTY EMERGENCY SERVICES DISTRICT NO. 3 
SCHEDULE OF EMPLOYER CONTRIBUTIONS 
Last ten fiscal years 

Actuarially Determined Contribution 

Contribution in relation to the actuarially determined contribution 

Contribution deficiency (excess) 

Covered employee payroll 

Contributions as a percentage of covered employee payroll 

NOTE: Information for the prior nine years was not readily available. The District will compile the respective 
information over the next nine years as provided by TCDRS on a "measurement date" basis. 

The accompanying notes to required supplementary information are an integral part of this schedule. 
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2016 

$ 33,425 

(33,435) 

$ (10) 

$ 278,313 

12.0% 



JACKSON COUNTY EMERGENCY SERVICES DISTRICT NO. 3 
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION 
September 30, 2017 

NOTE 1: BUDGETARY BASIS OF ACCOUNTING 

The District annually adopts budgets that are prepared using the modified accrual basis of 
accounting, which is consistent with generally accepted accounting principles. 

NOTE 2: BUDGETARY LEGAL COMPLIANCE 

For the fiscal year ended September 30, 2017, the District complied with budgetary restrictions at all 
function levels except as detailed in the following table: 

Function 

Personnel 

Materials and supplies 

Maintenance 

Insurance 

Travel 

Capital outlay 

$ 

Expenditure Variance 

31, 158 

6,747 

9,546 

1,928 

1,099 

54,364 

These over expenditures were funded by available fund balance in the General Fund. 

NOTE 3: TEXAS COUNTY AND DISTRICT RETIREMENT SYSTEM 

Valuation Date 

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

Methods and Assumptions Used to Determine Contribution Rates 

Actuarial cost method 
Amortization method 
Remaining amortization period 

Asset valuation method 
Inflation 
Salary increases 

Investment rate of return 
Retirement age 

Mortality 

Other Information 

Entry age normal 
Level percentage of payroll, closed 
20 years (based on contribution rate calculated in 
12/31/16 valuation) 
5-year smoothed market 
3.00% 
Varies by age and service. 4.90% average over 
career including inflation. 
8.00%, net of investment expenses, including inflation 
Members who are eligible for service retirement are 
assumed to commence receiving benefit payments 
based on age. The average age at service 
retirement for recent retirees is 61. 
In the 2015 actuarial valuation, assumed life 
expectancies were adjusted as a result of adopting a 
new projection scale (110% of the MP-2014 Ultimate 
Scale) for 2014 and later. Previously Scale AA had 
been used. The base table is the RP-2000 table 
projected with Scale AA to 2014. 

There were no benefit changes during the year. 
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