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INDEPENDENT AUDITORS’ REPORT

Board of Commissioners
Falls County Emergency Services District No. 1
Marlin, Texas

Report on the Audit of the Financial Statements

Opinions

We have audited the financial statements of the governmental activities and the general fund of Falls 
County Emergency Services District No. 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 as listed in the table of contents.

In our opinion, the accompanying financial statements referred to above present fairly, in all material 
respects, the respective financial position of the governmental activities and the general fund of the 
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 (GAAS). Our responsibilities under those standards are further described in the Auditors’
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.
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Auditors’ 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 auditors’ 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 GAAS 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 GAAS, we:

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

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

 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.

 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.

 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.
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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 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 GAAS, 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.

CliftonLarsonAllen LLP

Austin, Texas
August 20, 2026
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Our discussion and analysis of the financial performance of Falls County Emergency Services District 
No. 1 (the District) provides an overview of the District’s financial activities for the year ended 
September 30, 2025. Please read it in conjunction with the District’s financial statements, included in 
this annual report.

USING THIS ANNUAL REPORT

This annual report consists of a series of financial statements. The basic financial statements include 
(1) combined fund financial statements and government-wide financial statements, and (2) notes to the 
basic financial statements. The combined fund financial statements and government-wide financial 
statements combine (1) the Statement of Net Position and Governmental Funds Balance Sheet, and 
(2) the Statement of Activities and Governmental Revenues, Expenditures, and Changes in Fund 
Balance. This report also includes other supplemental information in addition to these basic financial 
statements.

GOVERNMENT-WIDE FINANCIAL STATEMENTS

The District’s annual report includes two financial statements combining the government-wide financial 
statements and the fund financial statements. The government-wide portion of these statements 
provides both long-term and short-term information about the District’s overall status. Financial 
reporting at this level uses a perspective similar to that found in the private sector with its basis in full 
accrual accounting and elimination or reclassification of internal activities.

The first of the government-wide financial statements is the Statement of Net Position. This statement 
is the District-wide statement of its financial position presenting information that includes all of the 
District’s assets and liabilities, with the difference reported as net position. Over time, increases or 
decreases in net position may serve as a useful indicator of whether the financial position of the District 
as a whole is improving or deteriorating. Evaluation of the overall health of the District would extend to 
other non-financial factors.

The government-wide portion of the Statement of Activities reports how the District’s net position 
changed during the current fiscal year. All current revenues and expenses are included regardless of 
when cash is received or paid.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net position may serve over time as a useful indicator of the District’s financial position. In the case of 
the District, assets exceeded liabilities by $962,053 as of September 30, 2025.

With the implementation of Government Accounting Standards Board (GASB) Statement No. 34, the 
District is presenting comparable prior-year columns in the various comparisons and analyses. 



FALLS COUNTY EMERGENCY SERVICES DISTRICT NO. 1
MANAGEMENT’S DISCUSSION AND ANALYSIS

SEPTEMBER 30, 2025
(UNAUDITED)

(5)

DISTRICT’S NET POSITION

2025 2024

Assets:
Cash 7,979$            16,368$          
Investments 834,699 359,241          
Property Tax Receivable 97,327            67,698            
Prepaid Expenditures 22,048 22,679            

Total Assets 962,053$        465,986$        

Liabilities:
Accounts Payable -                      -                      

Total Liabilities -                      -                      

Net Position:
Unrestricted 962,053          465,986          

Total Net Position 962,053$        465,986$        
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The following table provides a summary of the District’s operations for the years ended September 30, 
2025 and 2024. The District increased its net position by $496,067.

DISTRICT’S CHANGE IN NET POSITION

2025 2024

Revenues:
Property Taxes and Penalties 1,153,381$     650,255$        
Interest Income and Other 28,280            4,315              

Total General Revenues 1,181,661       654,570          

Total Revenues 1,181,661       654,570          

Expenses:
Program Expenses 570,819 480,488          
Administrative Expenses 114,775 45,519            

Total Expenses 685,594          526,007          

Change in Net Position 496,067          128,563          

Net Position - Beginning of Year 465,986          337,423          

Net Position - End of Year 962,053$        465,986$        
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FINANCIAL ANALYSIS OF THE DISTRICT’S GOVERNMENTAL FUND

The District’s fund balance as of September 30, 2025, was $870,189. The General Fund balance 
increased by $461,650.

FUND FINANCIAL STATEMENTS

The combined statements also include fund financial statements. A fund is a grouping of related 
accounts that is used to maintain control over resources that have been segregated for specific 
activities or objectives. The District has one governmental fund type. The General Fund accounts for 
property tax and sales tax revenues, costs, general expenditures, and resources not accounted for in 
another fund.

Governmental funds are reported in each of the financial statements. The focus in the fund statements 
provides a distinctive view of the District’s governmental funds. These statements report short-term 
fiscal accountability focusing on the use of spendable resources and balances of spendable resources 
available at the end of the year. They are useful in evaluating annual financing requirements of the 
District and the commitment of spendable resources for the near-term.

Since the government-wide focus includes the long-term view, comparisons between these two 
perspectives may provide insight into the long-term impact of short-term financing decisions. The 
adjustment column and the Reconciliation of the Governmental Fund Statement of Revenues, 
Expenditures, and Changes in Fund Balance explain the differences between the two presentations 
and assist in understanding the differences between these two perspectives.

NOTES TO THE BASIC FINANCIAL STATEMENTS

The accompanying notes to the basic financial statements provide information essential to a full 
understanding of government-wide and fund financial statements. The notes to the financial statements 
follow the financial statements in this annual report.

OTHER INFORMATION

In addition to the basic financial statements and accompanying notes, this report also presents certain 
required supplementary information (RSI). The budgetary comparison schedule is included as RSI for 
the General Fund.

GENERAL FUND BUDGETARY HIGHLIGHTS

The Board of Commissioners amended the budget during the fiscal year. Actual revenues were greater
than budgeted by $4,183 due to interest income being greater than expected. Actual expenditures were 
less than budgeted by $19,911 due to administrative and program expenditures being less than 
budgeted.
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ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The District’s expenditure budget for 2026 increased to $754,299 which is an increase of $48,794 from 
the Approved Budget for 2025 in the amount of $705,505. This increase is due primarily to ambulance
service expenditures. The fiscal year 2026 property tax rate of $0.10000 and a certified taxable value of 
$1,356,557,226 leads to expected property tax revenue of $1,356,557.

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide a general overview of the District’s finances for anyone with 
an interest in the government’s finances. Questions concerning any of the information provided in this 
report or requests for additional information should be addressed to Wesley Rolan, Vice President, P.O. 
Box 1235, Marlin, Texas 76661.
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General Statement of

Fund Adjustments Net Position

ASSETS

ASSETS

Cash 7,979$             -$                    7,979$             

Investments 834,699 -                      834,699           

Prepaid Expenditures 22,048 -                      22,048             

Property Taxes Receivable 97,327 -                      97,327             

Total Assets 962,053$         -$                    962,053$         

LIABILITIES, DEFERRED INFLOWS OF

RESOURCES, AND FUND BALANCE/NET POSITION

LIABILITIES

Accounts Payable -$                    -$                    -$                    

Total Liabilities -                      -                      -                      

DEFERRED INFLOWS OF RESOURCES

Unavailable Property Tax Revenue 91,864             (91,864)           -                      

FUND BALANCE

Nonspendable 22,048             (22,048)           -                      

Unassigned 848,141           (848,141)         -                      

Total Fund Balance 870,189           (870,189)         -                      

Total Liabilities, Deferred Inflows of

  Resources, and Fund Balance 962,053$         

NET POSITION

Unrestricted 962,053           962,053           

Total Net Position 962,053$         962,053$         
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General Statement of
Fund Adjustments Activities

EXPENDITURES/EXPENSES
Current:

Administrative 114,775$      -$                  114,775$      
Program 570,819 -                    570,819        

Total Expenditures/Expenses 685,594        -                    685,594        

REVENUES
Property Taxes and Penalties 1,118,964 34,417          1,153,381     
Interest Income and Other 28,280 -                    28,280          

Total Revenues 1,147,244     34,417          1,181,661     

EXCESS (DEFICIENCY) OF REVENUES
  OVER EXPENDITURES 461,650        (461,650)       -                    

CHANGE IN NET POSITION -                    -                    496,067        

Fund Balance/Net Position - Beginning of Year 408,539        57,447          465,986        

FUND BALANCE/NET POSITION - END OF YEAR 870,189$      91,864$        962,053$      
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NOTE 1 CREATION OF DISTRICT

Falls County Emergency Services District No. 1 (the District) was created when Falls 
County, Texas, transitioned its rural fire prevention districts into Emergency Services 
Districts (ESDs) as part of a statewide legislative action. Under Texas Health & Safety Code 
§775.026, all rural fire prevention districts automatically “convert” to ESDs effective 
September 1, 2003. This means that every rural fire district in Falls County-previously 
operating under former Chapter 794 became an ESD on that date, with the same 
boundaries, assets, obligations, and governing commissioners carried over into the new 
structure. The official conversion date was September 1, 2003, coinciding with the statewide 
statutory date.

NOTE 2 SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the District have been prepared in accordance with accounting 
principles generally accepted in the United States of America (U.S. GAAP) as applied to 
governmental units. The Governmental Accounting Standards Board (GASB) is the 
standard-setting body for governmental accounting and financial reporting. The more 
significant accounting policies of the District are described below.

A. Reporting Entity

The District is an Emergency Services District with a five-member board of 
commissioners, who are elected to a four-year term on a specific staggered basis.

The District follows the standards promulgated by GASB Statement No. 14, The 
Financial Reporting Entity, and GASB Statement No. 39, Determining Whether Certain 
Organizations are Component Units, to define the reporting entity. The financial 
statements include all operations over which the District is financially accountable. The 
District is not a participant in any joint venture and has not identified any entities which 
would be components units of the District.

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 “Total 
Governmental 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.

The statement of activities demonstrates the degree to which the expenses are offset by 
program revenues. Program revenues include charges to customers or applicants who 
purchase, use, or directly benefit from goods, services, or privileges provided by the 
District. Taxes and other items not included among program revenues are reported 
instead as general revenues.
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NOTE 2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Basis of Presentation

The financial transactions of the District are recorded in an individual fund. The funds are 
accounted for by providing a separate set of self-balancing accounts that comprise its 
assets, liabilities, reserves, fund equity, revenues, and expenditures. The funds are 
reported by generic classification within the financial statements.

The District uses the following fund types:

1. Governmental Funds

General Fund – To account for all revenues and expenditures not required to be 
accounted for in other funds.

2. Fund Balances

The District reports fund balances in accordance with GASB Statement No. 54, Fund 
Balance Reporting and Government Fund Type Definitions. This Statement provides 
more clearly defined fund balance categories to make the nature and extent of the 
constraints placed on a government’s fund balances more transparent.

The following classifications describe the relative strength of the spending 
constraints:

Nonspendable Fund Balance – Amounts that are not in spendable form (such as 
inventory) or are required to be maintained intact.

Restricted Fund Balance – Amounts constrained to specific purposes by their 
providers (such as grantors, bondholders, and higher levels of government), 
through constitutional provisions, or by enabling legislation.

Committed Fund Balance – Amounts constrained to specific purposes by the 
District itself, using its highest level of decision-making authority (i.e., board of 
commissioners). To be reported as committed, amounts cannot be used for any 
other purpose unless the District takes the same highest level action to remove 
or change the constraint.

Assigned Fund Balance – Amounts the District intends to use for a specific 
purpose. Intent can be expressed by the board of directors or by an official or 
body to which the board of directors delegates the authority.

Unassigned Fund Balance – Amounts that are available for any purpose.
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NOTE 2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Basis of Presentation (Continued)

2. Fund Balances (Continued)

When an expenditure is incurred for purposes for which both restricted and 
unrestricted fund balance is available, the District considers restricted funds to have 
been spent first. When an expenditure is incurred for which committed, assigned, or 
unassigned fund balances are available, the District considers amounts to have been 
spent first out of committed funds, then assigned funds, and finally 
unassigned funds.

In the government-wide financial statements, equity is classified as net position and 
displayed in three components:

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.

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

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

When both restricted and unrestricted resources are available for use, generally it is 
the District’s policy to use restricted first.

C. Basis of Accounting

All Governmental Funds are accounted for using the modified accrual basis of 
accounting. Under the modified accrual basis of accounting, revenues are recorded in 
the accounting period in which they become available and measurable. “Available” 
means collectible within the current period or soon enough thereafter to be used 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 fiscal period. 
Expenditures are recognized in the period in which the fund liability is incurred, if 
measurable. The exception to this general rule is that principal and interest on general 
obligation long-term debt is recognized when due.



FALLS COUNTY EMERGENCY SERVICES DISTRICT NO. 1
NOTES TO BASIC FINANCIAL STATEMENTS

SEPTEMBER 30, 2025

(14)

NOTE 2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Basis of Accounting (Continued)

The District has adopted GASB Statement No. 34, Basic Financial Statements and 
Management’s Discussion and Analysis for State and Local Governments. In 
compliance with GASB Statement No. 34, the District has presented a statement of net 
position and statement of activities for the year ended September 30, 2025. These 
statements are presented on an accrual basis of accounting. Under the accrual basis of 
accounting, revenues are recorded in the period they are earned, and expenses are 
recorded in the period they are incurred.

D. Budget

The District annually adopts a budget for the General Fund in accordance with the 
accounting principles applicable to this fund. The Board of Commissioner’s approval is 
required for revisions that alter the total expenditures. Reported budgeted amounts are 
as originally adopted and amended. Budgeted amounts lapse annually.

E. Cash Equivalents

The District considers all highly liquid debt instruments purchased with a maturity of 
three months or less to be cash equivalents.

F. Receivables

Management considers accounts receivable to be fully collectible at year-end; 
accordingly, no allowance for doubtful accounts is required.

G. Deferred Outflows/Inflows of Resources

In addition to assets, the statement of net position includes a separate section for 
deferred outflows of resources. This separate financial statement element, deferred 
outflows of resources, represents a consumption of net assets that applies to a future 
period(s) and so will not be recognized as an outflow of resources (expense) until then. 
At September 30, 2025, the District did not have any items that qualify for reporting in 
this category.
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NOTE 2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

G. Deferred Outflows/Inflows of Resources (Continued)

In addition to liabilities, the statement of net position includes a separate for deferred 
inflows of resources. This separate financial statement element, deferred inflows of 
resources, represents an acquisition of net assets that applies to a future period(s) and 
so will not be recognized as an inflow of resources (revenue) until that time. At 
September 30, 2025, the District has only one item that qualifies for reporting in this 
category – a deferred inflow related to unavailable property taxes.

NOTE 3 DEPOSITS AND INVESTMENTS

The District is authorized by statute to maintain deposit accounts which are federally 
insured. At year-end, the carrying amount of the District’s bank deposits was $78,044. 
Deposits are categorized to give an indication of the level of risk assumed at year-end. 
Categories are as follows:

 Category 1 – Insured or collateralized with securities held by the District or its 
agency in the District’s name.

 Category 2 – Collateralized with securities held by the pledging financial institution’s 
trust department or agency in the District’s name.

 Category 3 – Uncollateralized.

At September 30, 2025, all the District’s deposits were in Category 1.

The Public Funds Investment Act (Government Code Chapter 2256) contains specific 
provisions in the areas of investment practices, management reports, and establishment of 
appropriate policies. Among other things, it requires the District to adopt, implement, and 
publicize an investment policy. That policy must address the following areas: (1) safety of 
principal and liquidity; (2) portfolio diversification; (3) allowable investments; (4) acceptable 
risk levels; (5) expected rates of return; (6) maximum allowable stated maturity of portfolio 
investments; (7) maximum average dollar-weighted maturity allowed based on the stated 
maturity date for the portfolio; (8) investment staff quality and capabilities; and 
(9) competitive bidding processes where applicable. Statutes authorize the District to invest 
in (1) obligations of the U.S. Treasury, certain U.S. agencies, and the state of Texas; 
(2) certificates of deposit; (3) certain municipal securities; (4) money market savings 
accounts; (5) repurchase agreements; (6) bankers acceptances; (7) mutual funds; 
(8) investment pools; (9) guaranteed investment contracts; and (10) common trust test 
procedures related to investment practices as provided by the Act. As of September 30, 
2025, the District has not publicized an investment policy.
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NOTE 3 DEPOSITS AND INVESTMENTS (CONTINUED)

At September 30, 2025, the District held investments in TexPool. TexPool is an investment 
pool which is duly chartered and overseen by the State Comptroller’s Office, administered 
and managed by Federated Investors, Inc. State Street Bank serves as the custodial bank. 
The portfolio consists of U.S. government securities, collateralized repurchase and reverse 
repurchase agreements, and AAA rated money market mutual funds. 

Investment pools, in which underlying portfolio investments are measured at fair value, are 
reported by the District at the net asset value (NAV) determined by the pool, which 
approximates fair value. The investment in TexPool had a net asset value of $834,699 at 
September 30, 2025.

TexPool transacts at a net asset value of $1.00 per share, has a weighted average maturity 
of 60 days or less and weighted average life of 120 days or less, investments held are highly 
rated by a nationally recognized statistical rating organization, have no more than 5% of 
portfolio with one issuer (excluding U.S. government securities), and can meet reasonably 
foreseeable redemptions. The investment pool has a redemption notice period of one day 
and no maximum transaction amounts. The investment pool authorities may only impose 
restrictions on redemptions in the event of a general suspension of trading on major 
securities market, general banking moratorium or national or state emergency that affects 
the pool liquidity. The weighted average maturity of the pool at September 30, 2025, was 31 
days and was rated AAAm by Standard & Poor’s.

Custodial Credit Risk – 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. State statutes require that all 
deposits in financial institutions be fully collateralized by U. S. government obligations or its 
agencies and instrumentalities or direct obligations of Texas or its agencies and 
instrumentalities that have a fair value of not less than the principal amount of deposits.

NOTE 4 PROPERTY TAXES

Property taxes are collected and remitted to the District by the Falls County Tax Assessor 
Collector. Taxes are levied annually on October 1, and are due one half by November 30, 
and one half by June 30, or in full by January 31. Delinquent tax payments throughout the 
year are recognized in the year received.

During the year ended September 30, 2025, the District levied an ad valorem tax at the rate 
of $0.08666 per $100 assessed valuation, which resulted in a tax levy of $1,143,061 on the 
taxable valuation of $1,319,018,554 for the tax year.
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NOTE 5 RISK MANAGEMENT

The District has risks of loss in various areas, including crime, general liability, and 
management liability. The District handles these risks of loss through risk retention. The 
District has not had any settled claims resulting from these risks in any of the past three 
years.
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Actual Over

Original Final Amounts (Under)

REVENUES

Property Taxes 1,143,061$   1,143,061$   1,118,964$   (24,097)$       

Interest Income and Other -                    -                    28,280          28,280          

Total Revenues 1,143,061     1,143,061     1,147,244     4,183            

EXPENDITURES

Current:

Administrative 134,629        134,629        114,775        (19,854)         

Program 570,876        570,876        570,819        (57)                

Total Expenditures 705,505        705,505        685,594        (19,911)         

EXCESS (DEFICIENCY) OF REVENUES

  OVER EXPENDITURES 437,556$      437,556$      461,650        24,094$        

Fund Balance - Beginning of Year 408,539        

FUND BALANCE - END OF YEAR 870,189$      

Budgeted Amounts



 


