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INDEPENDENT AUDITOR’S REPORT

To the Board of Commissioners
Travis County Emergency Services District No. 8

We have audited the accompanying financial statements of the governmental activities, and each major fund,
of Travis County Emergency Services District No. 8, as of and for the year ended September 30, 2014, 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 controf relevant to the preparation and fair presentation
of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our 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 misstatements of the financial statements, whether due to fraud or error. In imaking
those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements.

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, and each major fund, of Travis County
Emergency Services District No. 8, as of September 30, 2014, and the respective changes in financial
position thereof for the year then ended in accordance with accounting principles generally accepted in the
United States of America.

PO Box 2153, 1156 W Loop 150 ¢ Bastrop, Texas 78602 ¢ ph 512.321.3951 fax 512.321.5014
PO Box 237, 321 N Main St ¢ Giddings, Texas 78942 » ph 979.542,3713 fax 979.542.0061



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 on pages 3 through 9 and 25 be presented to
supplement the basic financial statements. Such infermation, although not a part of the basic financial
statements, is required by the Governmentat 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 fo our inquiries, the basic financial statements,
and other knowledge we obtained during ocur audit of the basic financial statements. We do not express an
opinion or provide any assurance on ithe information because the limited procedures do not provide us with
sufficient evidence o express an opinion or provide any assurance.

Medack & Oltmann, LLP
January 15, 2015



Travis County Emergency Services District No. 8
Management’s Discussion and Analysis

In accordance with Governmental Accounting Standards Board ("GASB") Statement No. 34,
the management of Travis County Emergency Services District No. 8 (the “District”} offers the
following narrative on the financial performance of the District for the year ended September
30, 2014. Please read it in connection with the District's financial statements that foliow.

For purposes of GASB Statement No. 34, the District is considered a special purpose
government. This allows the District to present the required fund and government-wide
statements in a single schedule. The requirement for fund financial statements that are
prepared on the modified accrual basis of accounting is met with the “General Fund” column.
An adjustment column includes those entries needed to convert to the full accrual basis
government-wide statements. Government-wide statements are comprised of the Statement
of Net Position and the Statement of Activities.

MANAGEMENT’S DISCUSSION AND ANALYSIS

¢ Travis County ESD 8 officially acquired the Pedernales Fire Department on October 1,
2013. On January 1%, 2014 the ESD began staffing of Station 803 in the western
sector of the district. For the year, that station has two man staffing, with 12 hour shifts
for seven days per week. TC ESD 8 now has 24.5 employees.

e In the 2013-2014 budgetary year, ESD 8 became two ESD's (ESD 8 and ESD 8A) on
October 1% with the implementation of the new sales tax rate in the majority of the
district. The district was very fortunate to increase sales tax revenue by $120,000 for
that budget year, thanks to the support of our citizens for this increase in taxation. As
promised to our residents, this growth in funds was used a) to staff station 803, b) to
begin the process of raising pay for our employees with significant raises in December
and May of the budget year, and c) to continue the upgrade of equipment and
operations to better serve the emergency needs of our citizens.

¢ A main concern for the ESD at this time is continued lack of water resources needed
for firefighting purposes. With Lake Travis currently at 34% capacity, surface water is
extremely limited within ESD 8. An analysis of our resources has indicated that the
department has lost 16 fill points for our trucks and tankers on the lake, and that the
only reliable water source in the 54 square mile area is the Village of Briarcliff water
system. As a result, in many parts of the district the refill of tanker tfrucks (tenders)
could take up to one hour in travel time. The Pedernales Fire Department Auxiliary is
stepping into this situation with substantial financial contributions to install rainwater
collection systems, including 20,000 gallons of water storage capacity at our fire
stations. The system at station 803 is nearing completion, with plans for the
installation of systems at our other stations as well. Furthermore, a grant application
has been submitted to the Pedernales Electric Coop to complement funding from our
Auxiliary.



Overview of the Basic Financial Statements
The District’s reporting is comprised of two parts:

« Management’s Discussions and Analysis (this section)
o Basic Financial Statements
o Statement of Net Position and Governmental Fund Balance Sheet
e Statement of Activities and Governmental Fund Revenues, Expenditures,
And Changes in Fund Balance
o Statement of Revenues, Expenditures, and Changes in Fund Balance-Budget
and Actual — General Fund
o Notes fo Basic Financial Statements

The Statement of Net Position and Governmental Fund Balance Sheet includes a column
(titled “General Fund") that represents a balance sheet prepared using the modified accrual
basis of accounting. The adjustments column converts those balances to a balance sheet
that more closely reflects a private-sector business. Over time, increases or decreases in the
District's net position will indicate financial health.

The Statement of Activities and Governmental Fund Revenues, Expenditures, and Changes
in Fund Balance includes a column (titled “General Fund”) that derives the change in fund
balance resulting from current year revenues, expenditures, and other financing sources or
uses. These amounts are prepared using the modified accrual basis of accounting. The
adjustments column coverts those activities to full accrual, a basis that more closely
represents the income statement of a private-sector business.

The Statement of Revenues, Expenditures, and Changes in Fund Balance — Budget and
Actual — General Fund presents a comparison statement between the District's adopted
budget to its actual results.

The Notes fo Basic Financial Statements provide additional information that is essential to a
full understanding of the information presented in the Statements of Net Position and
Governmental Fund Balance Sheet and the Statement of Activities and Governmental Fund
Revenues, Expenditures, and Changes in Fund Balance.



The District as a Whole
The District's combined net position for the years ending September 30, 2014, and 2013 are
shown in the table below. Our analysis below focuses on the net position and changes in the

net position of the District's governmental activities as reported in the accrual basis of
accounting.

STATEMENT OF NET POSITION

9/30/2014 9/30/2013

Assets:

Current S 870,638 S 815,307

Capital assets (net of

accumulated depreciation) 2,912,075 3,078,245
TOTAL ASSETS 3,782,713 3,893,552
Liabilities:

Current liabilities 252,229 264,728

Long-term liabilities 2,139,966 2,259,000
TOTAL LIABILITIES 2,392,195 2,523,728
Net position:

Net investment in capital assets 653,076 655,624

Unrestricted 737,442 744,200
TOTAL NET POSITION S 1,390,518 $ 1,369,824

The District's total assets were $3,782,713 as of September 30, 2014. Of this amount,
$2.912,075 is accounted for by capital assets. The District had outstanding liabilities of
$2,371,036, of which $2,259,000 represents notes payable obligations.



The changes in net position for the respective periods are also shown in the table below.

STATEMENT OF ACTIVITIES

EXPENSES:
Apparatus
Support Equipment
Communications
Information Technology
Recruitment & Retention
Training
Stations
Clothing & Protective Gear
Personnel
Administrative
Debt Service
Depreciation
Miscellaneous

TOTAL EXPENSE

Revenues:

General

Loss on Disposal of Asset
TOTAL REVENUES
CHANGE IN NET POSITION

Beginning Net Position

Ending Net Position

9/30/2014 9/30/2013
72,640 $ 70,796
28,834 46,293
59,686 51,511
25,757 13,772

6,861 11,324
11,038 6,557
59,122 54,463
25,944 19,689

1,514,206 1,347,033
71,589 126,698
93,001 82,763

172,205 152,780
18,720 -
2,159,693 1,983,679
2,180,387 1,934,864

- (33,609)

2,180,387 1,901,255
20,694 S (82,424)

1,369,824 $ 1,452,248

1,390,518 $ 1,369,824

General revenues increased by approximately $245,523 to $2,180,387 for the fiscal year
ended September 30, 2014, due to an increase in property and sales tax collections.
Property taxes generated $1,492 567 in revenues. Total expenses increased by $154,855 to
$2,138,534 for the fiscal year ended September 30, 2014. Net position increased $41,853 for
the fiscal year ended September 30, 2014, compared to a decrease of $82 424 for the fiscal

year ended September 30, 2013,



The District Governmental Fund

At September 30, 2014, the District's governmental fund reported a fund balance of
$753,908, which is an increase of $47,377 from the prior year. This increase in fund balance
can be attributed to an excess of revenues under expenditures at September 30, 2014.

The District complies with GASB Statement No. 54, Fund Balance Reporting and
Governmental Fund Type Definitions, which establishes fund balance classifications that
comprise a hierarchy based primarily on the extent to which a government is bound to
observe constraints imposed upon the use of resources reported in governmental funds.
Those fund balance classifications are described below.

Nonspendable — Amounts that cannot be spent because they are either not in a
spendable form or are legally or contractually required to be maintained intact.

Restricted — Amounts that can be spent only for specific purposes because of
constraints imposed by external providers, or imposed by constitutional provisions or
enabling legislation.

Committed — Amounts that can only be used for specific purposes pursuant to
approval by formal action by the Board of Commissioners.

Assigned — For the General Fund, amounts that are appropriated by the Board of
Commissioners, or their designee, that are to be used for specific purposes. For all
other governmental funds, any remaining positive amounts not previously classified
as nonspendable, restricted or committed.

Unassigned — Amounts that are available for any purpose; these amounts can be
reported only in the District's General Fund.

General Fund Budgetary Highlights

The actual expenditures in the General Fund were $108,865 more than the budgeted
amounts primarily due to an increase in personnel cost incurred during the fiscal year that
were not included in the budget. The actual revenues in the General Fund were
approximately $153,705 more than budgeted amounts primarily due to higher than expected
sales tax revenue.



Capital Asset and Debt Administration
Capital Assets

At September 30, 2014, and 2013, the District had the following capital assets in operation:

9/30/2013 9/30/2014
Buildings $ 2,158,094 $ 2,158,094
Vehicles and Equipment 1,613,330 1,619,365
TOTAL CAPITAL ASSETS 3,771,424 3,777,459
Accumulated Depreciation {693,179} {865,384)

TOTAL NET CAPITALASSETS $ 3,078,245 S 2,912,075

More detailed information about the District's capital assets is presented in the Notes fo Basic
Financial Statements.

Notes Payable

In 2008, the District entered into a note payable agreement from a bank to fund the
construction of the District's new fire station. The District made principal payments of
$80,223 during the year ended September 30, 2014, related to this note payable agreement.

in 2012, the District entered into a notes payable agreement from a bank to finance the
acquisition of another fire apparatus for Pedernales Emergency Services. The District made
principal payments of $18,958 during the year ended September 30, 2014, on this
agreement.

In 2013, the District entered into a note payable agreement from a bank to finance the
purchase of 2 fire trucks for a total of $575,000. The District made principal payments of
$64,440 during the year ending September 30, 2014.

More detailed information about the District's notes payable is presented in the Notes to
Basic Financial Statements.



Economic Factors, Next Year’s Budgets and Rates

Travis County ESD 8 is located in an area of strong economic growth. Housing is expanding
at a good pace, with projections of an increase in property tax of approximately $60,000 this
fiscal year. Business expansion is occurring as well, which should positively impact sales tax.
The largest adverse factor economically is the decreasing price of crude oil nationally, which
may have a very significant impact on the Texas economy and ESD 8. As a growing
suburban and tourism community, discretionary income and prosperity of Texans and are
important factors for growth in our area.

The adopted property tax rate for the ESD is $0.0998 per $100 evaluation, which is estimated
to result in $1,571,816.00 in property tax collections. Total Sales Tax receipts are estimated
at $705,900.00. Donations and miscellaneous revenue for the ESD are estimated at $21,000,
making total budgeted revenue anticipated to be $2,298,716.00.

This budgetary year finances will be very tight, but it is anticipated that growing commercial
and residential activity will allow the District to meet financial needs and to meet service
demands. There are positive economic forces in place. The challenge we face as a
responsible governmental organization is balancing our financial resources with the demands
for improved service coming from a growing population, and the corresponding demands for
improved service coming from local and state governmental entities. At the same time, the
District must continue to raise wages in order to maintain and to attract the strongest work
force possible. There is no doubt the citizens of ESD 8 support both financial restraint and
improved services. We do intend to make the most of our citizens’ support to provide
consistently outstanding fire and emergency services in every sector of Travis County
Emergency Services District 8.

Contacting the District's Financial Management

The financial report is designed to provide a general overview of the District's finances and to
demonstrate the District’s accountability for the funds it receives. Questions concerning any
of the information provided in this report or requests for additional financial information should
be addressed to the District at Travis County Emergency Services District No. 8, Attn:
Treasurer, 801 Bee Creek Rd., Briarcliff, TX 78669.



TRAVIS COUNTY EMERGENCY SERVICES DISTRICT NO 8
GOVERNMENTAL FUNDS BALANCE SHEET AND

STATEMENT OF NET POSITION
SEPTEMBER 30, 2014

ASSETS

Cash

Investments

Property Taxes Receivable

Sales Tax Receivable

Other Receivables

Prepaids

Capital Assets (net of accumulated depreciation)

TOTAL ASSETS
LIABILITIES

Payroli Liahilities Payable
Accounts Payable
Deferred Revenues
Accrued Interest
Long-term liabilities
Due within one year
Due after one year

TOTAL LIABILITIES

FUND BALANCES/NET POSITION
Fund balances:
Assigned for:
Debt Service
Unassigned
Total fund balances
Total liabilities and fund balances

Net position:
Net investment in capital assets
Restricted
Unrestricted

Total net position

Statement
General Adjustments of Net
Fund (Note 10) Position
40,159 $ - $ 40,159
717,465 - 717,465
40,368 - 40,368
60,443 - 60,443
4,498 - 4,498
7.705 - 7,705
- 2,912,075 2,912,075
870,638 § 2812075 $ 3,782,713
31629 § - $ 31,629
44,734 - 44,734
40,369 (40,369) -
5,847 5,847
- 170,019 170,019
- 2,139,966 2,139,966
116,732 2,275,463 2,382,195
257,027
496,879 (496,879) -
753,906 (486,879) -
870,638
653,076 653,076
737,442 737,442
1,390,618 § 1,390,518

See Accompanying Notes to the Financial Statements
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TRAVIS COUNTY EMERGENCY SERVICES DISTRICT NO 8
GOVERNMENTAL FUND REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES AND STATEMENT OF ACTIVITIES

FOR THE YEAR ENDING SEPTEMBER 30, 2014

EXPENDITURES/EXPENSES

Apparalus
Support Equipment
Communications
Information Technology
Recruitment & Retention
Training
Stations
Clothing & Protective Gear
Personnel
Administrative
Miscellaneous
Capital Outlay
Debt Service:

Principal

Interest
Depreciation Expenses

Total expendituresfexpenses

GENERAL REVENUES
Properly Taxes
Sales Taxes
Interest
Miscellaneous Income
FEMA
Contributions
Services
Total general revenues

Excess (Deficiency) of revenues over
expendilures

Change in net position

Fund BalancefNet Position
Beginning of the year

End of the year

General Adjustments Statement of
Fund {Note 10) Aclivities
$ 72,840 § - $ 72,640
28,834 - 28,834
59,686 - 59,686
25,767 - 25,757
5,861 - 6,861
11,038 - 11,038
59,122 - 59,122
25,944 - 25,944
1,485,928 28,278 1,514,206
71,588 - 71,588
18,720 - 18,720
6,035 {6,035) -
163,621 (163,621) -
93,406 (315) 93,091
- 172,205 172,205
2,129,181 30,512 2,159,693
1,488,738 3,829 1,492,567
641,767 - 641,767
12,397 - 12,397
10,967 - 10,967
20,829 20,829
1,860 - 1,860
2,176,558 3,829 2,180,387
47,377 (47,377)
20,694 20,694
706,529 663,295 1,369,824
$ 763,906 $ 636,612 % 1,390,518

See Accompanying Notes to the Financial Statements
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TRAVIS COUNTY EMERGENCY SERVICES DISTRICT No 8
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2014

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements for the District have been prepared in accordance with generally accepted
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting
Standards Board (GASB) is the standard-setting body for governmental accounting and financial
reporting. The GASB periodically updates its codification of the existing Governmental Accounting
and Financial Reporting Standards which, along with subsequent GASB pronouncements
(Statements and Interpretations), constitutes GAAP for governmental units. More significant of
these accounting policies are described below.

REPORTING ENTITY

The Travis County Emergency Services District No. 8 (the District) was created by Article Il
Section 48-d of the Constitution of Texas to protect life and property from fire and to conserve
natural and human resources. It was approved by voters of the District in a general election on
November 5, 1985. The District was legally converted to a district operating under the Health &
Safety Code Chapter 775 by an election of the voters and effectively became known as Travis
County Services District No 8 on December 2, 1999.

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 GAAP. The basic - but not the only -
criterion for including a potential component unit with the reporting entity is the governing body's
ability to exercise oversight responsibility. The most significant manifestation of this ability is
financial interdependency. Other manifestations 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. A second
criterion used in evaluating potential component units is the scope of public service. Application of
this criterion involves considering whether the activity benefits the government and/or is citizens,
or whether the activity is conducted within the geographic boundaries of the government and is
generally available to its citizens. A third 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 government is able to exercise oversight responsibilities. Based upon
the application of these criteria, no potential component units appear to exist.

BASIS OF PRESENTATION
Basic Financial Statements
Basic Financial Statements and Management Discussion and Analysis for State and Local

Governments set forth minimum criteria for the determination of major funds based on a
percentage of the assets, liabilities, revenues or expenditures/expenses or either fund category or

12



TRAVIS COUNTY EMERGENCY SERVICES DISTRICT No 8
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2014

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Governmental and enterprise combined. Due to the fund structure of the District, all funds have
been classified as major funds. As a part of this Statement, there is a reporting requirement
regarding the local government's infrastructure (road, bridges, etc.). The District does not own any
infrastructure assets and therefore is unaffected by this requirement.

The basic financial statements include both government-wide (based on the District as a whole)
and fund financial statements. The reporting model focus is on either the District as a whole or
major individual fund (within the fund financial statements). In the government-wide Statement of
Net Position, both the governmental and business-type activities columns are presented on a
consolidated basis by column, and are reflected on a full accrual, economic resources basis, which
incorporated long-term assets and receivables as well as long-term debt and obligations. The
District does not have any business-type activities.

The government-wide Statement of Activities reflects both the gross and net cost per functional
category which are otherwise being supported by general government revenues. The Statement of
Activities reduces gross expenses (including depreciation) by related program revenues, operating
and capital grants. The program revenues must be directly associated with the function.

The net cost by function is normally covered by general revenues (intergovernmental revenues,
interest income, etc). Historically, the previous model did not summarize or present net cost by
function or activity. The District does not currently employ indirect cost allocation systems.

The government-wide focus is more on the sustainability of the District as an entity and the change
in aggregate financial position resulting from the activities of the fiscal pericd. The fund financial
statements are similar to the financial statements presented in the previous accounting model.

The governmental fund statements are presented on a current financial resource and modified
accrual basis of accounting. This presentation is deemed appropriate to (a) demonstrate legal
compliance, (b) demonstrate the source and use of liquid resources, and (c) demonstrate how the
District's actual experience conforms to the budget or fiscal plan.

GASB provides that for governments engaged in a single governmentai program, the fund financial
statements and the government-wide statements may be combined. The District presents the
general fund in the first column. The next column is an adjustments column. It reconciles the
amounts reported in the governmental funds to show how each would change when reported on
the full-accrual basis of accounting. The last column of these combination statements shows the
amounts that normally would appear in the government-wide statements.

13



TRAVIS COUNTY EMERGENCY SERVICES DISTRICT No 8
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2014

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
BASIS OF ACCOUNTING

Basis of accounting refers to the point at which revenues or expenditures/expenses are recoghized
in the accounts and reported in the financial statements. It relates to the timing of the
measurements made, regardless of the measurement focus applied.

The government-wide financial statements are presented on an accrual basis of accounting.
Under the accrual basis of accounting, revenues are recognized when earned and expenses are
recorded when the liability is incurred or economic asset used. Revenues, expenses, gains,
losses, assets, and liabilities resulting from exchange and exchange-like transactions are
recognized when the exchange takes place.

Governmental fund financial statements are reported using the current financial resources
measurement focus and are accounted for using the modified accrual basis of accounting. Under
the modified accrual basis of accounting, revenues are recoghized when susceptible to accrual;
i.e., when they become both measurable and available. "Measurable” means the amount of the
transaction can be determined and “available” means collectible within the current period or soon
enough thereafter to be used to pay liabilities of the current period. The District considers all
revenues as available if they are collected within 60 days after year-end. Expenditures are
recorded when the related fund liability is incurred.

In applying the “susceptible to accrual” concept to intergovernmental revenues pursuant to GASB
Statement #33, the provider should recognize liabilities and expenses and the recipient should
recognize receivables and revenues when the applicable eligibility requirements including time
requirements, are met. Resources transmitted before the eligibility requirements are met, under
most circumstances, should be reported as advances by the provider and deferred revenue by the
recipient.

BUDGETS

The District follows these procedures in establishing the budget reflected in the financial
statements:

1. Prior to the beginning of each fiscal year, the District prepares a budget. The
operating budget includes proposed expenditures and the means of financing
those expenditures and is prepared in accordance with the basis of accounting
utilized by that fund.

2. Public meetings are conducted at which all interested persons' comments
concerning the budget are heard. After such meetings, the Board of
Commissioners formaily adopts the budget through passage of an ordinance.

14



TRAVIS COUNTY EMERGENCY SERVICES DISTRICT No 8
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2014

NOTE1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

3. The District amends the budget throughout the year approving such additional
expenses. The amended budget is used in presenting the Statement of Revenues,
Expenditures and Changes in Fund Balance - Budget and Actual.

4. During the current year, it was noted that some funds had expenditures in excess
of revenues. These differences were compensated for with an accumutation of
prior years’ surpiuses.

5. All annual appropriations lapse at fiscal year end.
CAPITAL ASSETS

The accounting treatment over property, plant, and equipment (capital assets) depends on whether
the assets are reported in the government-wide or fund financial statements.

Government-wide Statements

in the government-wide financial statements, fixed assets are accounted for as capital assets.
Property, plant and equipment purchased or acquired is carried at historical cost or estimated
historical cost. Contributed assets are recorded at the fair market value as of the date received,
Additions, improvements and other capital outlays that significantly extend the useful life of an
asset are capitalized. Other costs incurred for repairs and maintenance are expensed as incurred.
The capitalization policy, i.e. the dollar value above which asset acquisitions are added to the
capital accounts, is $ 5,000.

Depreciation of all exhaustible capital assets is recorded as an allocated expense in the Statement
of Activities, with accumulated depreciation reflected in the Statement of Net Position.
Depreciation on all assets is provided on the straight-line basis over the estimated useful lives with
no salvage value. The range of estimated useful lives by type of asset is as follows:

Buildings and Structures 39.5 years
Vehicles 10-15 years
Other Equipment 5-10 years

The Department does not own any infrastructure assets.
Fund Financial Statements

In the fund financial statements, capital assets are accounted for as capital outlay expenditures of
the governmental fund upon acquisitions.

15



TRAVIS COUNTY EMERGENCY SERVICES DISTRICT No 8
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2014

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
EQUITY CLASSIFICATIONS

Government-wide Statements

Equity is classified as net position and displayed in three components:

a. Net investment in capital assets — Consists of capital assets including restricted
capital assets, net of accumulated depreciation and reduced by the outstanding
balances of any bonds, mortgages, notes, or other borrowings that are attributable
to the acquisition, construction, or improvement of those assets.

b. Restricted net position — Consists of net position with constraints placed on the use
either by (1) external groups such as creditors, grantors, contributors, or laws or
regulation of other government; or (2) law through constitutional provisions or
enabling legislation.

c. Unrestricted net position — All other net position that do not meet the definition of
“restricted” or “net investment in capital assets.”

Fund Statements

Governmental fund equity is classified as fund balance. Fund balance is further classified as non-
spendable or spendabie with spendable being further classified into restricted, committed,
assigned or unassigned.

COMPENSATED ABSENCES

The District’s policies regarding vacation time permit employees to accumutate earned but unused
vacation leave. As of the year end, the liability for accrued vacation reflects that time earned by the
employees in the current year and any allowable carryover from prior periods.

RISK MANAGEMENT

The District is exposed to various risks of losses related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees, and natural disasters. The
District purchases its insurance from regular commercial companies. As of September 30, 2014, no
claims or losses have been incurred that were not covered by insurance. There is no liability due
to any claim or suit having ever been filed.
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TRAVIS COUNTY EMERGENCY SERVICES DISTRICT No 8
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2014

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
PROGRAM REVENUES

The District considers program revenues as revenues that (1) originate from the program or from
parties other than the government's taxpayers or citizens as a whole and (2) reduce the expenses
of the function that has to be financed by general revenues. Revenues of this type can originate
from a governmental source, but the proceeds are a charge for services or products produced by a
government agency, where that agency is considered a vendor within the market place.
Additionally, program revenues are fees charged by the government agency that are used to
support a specific operation of that governmental unit. The District reports revenues from its fire
academy as program revenues.

USE OF ESTIMATES

The preparation of financial statements requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities as of the date of the financial statements
and the reported amounts of income and expenses during the period. Operating results in the
future could vary from the amounts derived from management's estimates.

NOTE 2: CASH AND INVESTMENTS

The District's deposits are required to be secured in the manner provided by law for the security of
the funds. At September 30, 2014, such deposits, reported as Cash totaling $40,159, were entirely
covered by Federal Deposit Insurance Corporation insurance or secured by collaterat pledged by
the depository.

The Public Funds investment Act authorizes the District to invest funds under a written investment
policy. The District's deposits and investments are invested pursuant to the investment policy,
which is approved annually by the Board. The primary objective of the District's investment
strategy, in order of priority, are safety, liquidity, and yield.

The District had an investment of $717,465 in an external local governmental investment pool,
Texas Local Governmental Investment Pool ("TexPool”), at September 30, 2014. The investments
in TexPool had a weighted average maturity of one day and a Standard and Poor's rating of
AAAM,

TexPool is an external investment pool offered to local governments. Although TexPool is not
registered with the SEC as an investment company, it operates in a manner consistent with the
SEC’s Rule 2a7 of the Investment Company Act of 1940. TexPool is overseen by the Texas State
Comptroller of Public Accounts, who is the sole officer, director and shareholder of the Texas
Treasury Safekeeping Trust Company which is authorized to operate TexPool. TexPool aiso has
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an advisory board to advise on TexPool's investment policy; this board is made up equally of
participants and nonpatrticipants who do not have a business relationship with TexPool.

Federated Investors manages daily operations of TexPool under a contract with the Comptroller
and is the investment manager for the pool. TexPool uses amortized cost rather than market value
to report net position to compute share prices. Accordingly, the fair value of the position in TexPool
is the same as the value of the TexPool shares. TexPool's investment policy stipulates that it must
invest in accordance with the Public Funds Investment Act.

Credit Risk-Credit risk is the risk that an issuer or other counterparty t