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Independent Auditor’s Report 

 
 

To the Board of Commissioners 
Comal County Emergency Service District No. 4 

Report on the Audit of the Financial Statements 

Opinions 

We have audited the financial statements of the governmental activities and the major fund of 
Comal County Emergency District No. 4 as of and for the year ended December 31, 2021, and 
the related notes to the financial statements, which collectively comprise Comal County 
Emergency Services District No. 4’s basic financial statements as listed in the table of contents. 

 
In our opinion, the accompanying financial statements present fairly, in all material respects, the 
respective financial position of the governmental activities, and the major fund, of Comal County 
Emergency Service District No. 4 as of December 31, 2021, 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) and the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States. Our 
responsibilities under those standards are further described in the Auditor’s Responsibilities for 
the Audit of the Financial Statements section of our report. We are required to be independent of 
Comal County Emergency Services District No. 4 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 

 
Comal County Emergency Services District No. 4’s 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. 
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Report on the Audit of the Financial Statements (Continued) 
 
Responsibilities of Management for the Financial Statements (Continued) 

 
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 Comal 
County Emergency Services District No. 4’s ability to continue as a going concern for one year 
after the date that the financial statements are issued. 

 
Auditor’s Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a 
whole are free from material misstatement, whether due to fraud or error, and to issue an 
auditor’s report that includes our opinions. Reasonable assurance is a high level of assurance but 
is not absolute assurance and therefore is not a guarantee that an audit conducted in accordance 
with 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 Comal County Emergency Services District 
No. 4 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 Comal County Emergency Services District 
No. 4’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 
budgetary comparison information on page 29 be presented to supplement the basic financial 
statements. Such information is the responsibility of management and, although not a part of the 
basic financial statements, is required by the Governmental Accounting Standards Board who 
considers it to be an essential part of financial reporting for placing the basic financial statements 
in an appropriate operational, economic, or historical context. We have applied certain limited 
procedures to the required supplementary information in accordance with auditing standards 
generally accepted in the United States of America, which consisted of inquiries of management 
about the methods of preparing the information and comparing the information for consistency 
with management’s responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an 
opinion or provide any assurance on the information because the limited procedures do not 
provide us with sufficient evidence to express an opinion or provide any assurance. 

 
Other Information 

 
The prior period financial statements for the year ended December 31, 2020 were audited by a 
predecessor auditor. Rick C. Reed & Co., PLLC expressed an unmodified opinion with a report 
dated May 13, 2021. 

 
Other Reporting Required by Government Auditing Standards9 

In accordance with Government Auditing Standards, we have also issued our report dated June 
20, 2022 on our consideration of Comal County Emergency Services District No. 4’s internal 
control over financial reporting and on our tests of its compliance with certain provisions of laws, 
regulations, contracts, and grant agreements and other matters. The purpose of that report is 
solely to describe the scope of our testing of internal control over financial reporting and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of 
internal control over financial reporting or on compliance. That report is an integral part of an 
audit performed in accordance with Government Auditing Standards in considering Comal 
County Emergency Services District No. 4’s internal control over financial reporting and 
compliance. 

 
 
Matthews & Johnson, CPAs, LLC 
 
New Braunfels, Texas  
June 20, 2022 
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As management of Comal County Emergency Services District No. 4 ("ESD 4", "the District"), 
we offer readers of the financial statements this narrative overview and analysis of the financial 
activities and performance during the fiscal year ended December 31, 2021. We encourage 
readers to consider information presented here as well as the District’s financial statements, 
which follow this section. 

 
FINANCIAL HIGHLIGHTS 

 The District levied taxes of $0.06/$100 of assessed valuation. Ad Valorem tax revenue 
reported for the year was $1,859,985 and Sales Tax Revenue reported for the year was 
$2,258,034. Other income includes Lease Income of $68,050 and. Interest Income earned 
for the year was $896. 

 
 At the end of the fiscal year, unassigned fund balance for general fund was $2,027,823. 

The unassigned fund balance increased by $699,677 from the 2020 calendar year. 
 

 As of December 31, 2021, the District’s total net position was $10,191,013. 
 

 Current year expenses totaled $2,523,515. this total, approximately $2,372,487 was 
expended for public safety, including depreciation expense of $653,308 and the 
remaining $151,028.00 was general government and interest expense. 

 
 General revenues consisted of $4,186,965 and exceeded total expenses by $1,663,450. 

OVERVIEW OF THE FINANCIAL STATEMENTS 

In accordance with GASB Statement No. 34 –Basic Financial Statements and Management’s 
Discussion and Analysis for State and Local Governments, the basic financial statements must 
include both government-wide and fund financial statements. Governments must also present a 
Management’s Discussion and Analysis, Notes to the Financial Statements, and Required 
Supplementary Information. 

The District’s Annual Financial Report consists of a series of financial statements and 
accompanying notes, with the primary focus being on the District as a whole. The Statement of 
Net Position and the Statement of Activities are government-wide financial statements that 
provide both short-term and long-term information about the District's overall financial status. 
The fund financial statements report ESD 4's operations in more detail by providing information 
as to how services are financed in the short-term, as well as the remaining available resources for 
future spending. Additionally, the fund financial statements focus on major funds rather than 
fund types. The District has one major fund, which is the general fund. This fund accounts for 
property tax revenues and sales tax revenues which are collected monthly by the Comal County 
Tax Assessor, and State of Texas Comptroller, respectively, on behalf of the District. 
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OVERVIEW OF THE FINANCIAL STATEMENTS (Continued) 

ESD 4 was formed in January 1988 as a subdivision of the State of Texas as an emergency 
services district under Health and Safety Code 776. Effective June 17, 2011, Senate Bill 
repealed Chapter 776 of the Texas Health & Safety Code and converted all of the emergency 
services districts operating under Chapter 776 to districts operating under Chapter 775. 

 
Government-Wide Financial Statements 

 
The Statement of Net Position and the Statement of Activities - Emergency services 
operating activities are reported in these statements. 

 
The Statement of Net Position and the Statement of Activities present a view of the District's 
financial operations as a whole, reflect all financial transactions, and provide information helpful 
in determining whether the District's financial health or position has improved or deteriorated as 
a result of the current year's activities. Both of these statements are prepared using the accrual 
basis of accounting. The Statement of Net Position includes all assets and liabilities, both short 
and long term. The Statement of Activities reports all of the current year's revenues and 
expenses regardless of when cash is received or paid. 

 
The two government-wide statements report ESD 4's net position, which represent the difference 
between assets, deferred outflows, liabilities, and deferred inflows. Over time, the increases or 
decreases in the District's net position is an indicator of whether its financial health is improving 
or deteriorating. Additionally, the District's financial operating results are determined by the 
difference between the revenues and expenses. To assess the overall health of the District, 
consideration should be given to additional non-financial factors such as changes in the District's 
tax base. 

 
Fund Financial Statements 

Fund financial statements provide a detailed short-term view of ESD 4's operations, focusing on 
its major fund, emergency service operations. 

 
Governmental Fund - The accounting for ESD 4's basic services is included in the governmental 
fund. The measurement focus and basis of accounting used for reporting continues to be the 
modified accrual basis which measures inflows and outflows of current financial resources and 
the remaining balances at year-end that are available for spending. Furthermore, under this basis 
of accounting, changes in net spendable assets are normally recognized only to the extent that 
they are expected to have a near-term impact, while inflows are recognized only if they are 
available to liquidate liabilities of the current period. Similarly, future outflows are typically 
recognized only if they represent a depletion of current financial resources. The District's 
governmental fund is the General Fund. The differences in the amounts reported between the 
fund statements and the government-wide statements are explained in the reconciliations 
provided on pages 16 and 18. 
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Notes to Financial Statements 

The notes provide disclosures and additional information that are essential to a full 
understanding of the financial information presented in the government-wide and fund financial 
statements. 

 
Required Supplementary Information 

In addition to the combined financial statements and accompanying notes, this report also 
provides certain required supplementary information as required by the Governmental 
Accounting Standards Board. 

 
THE DISTRICT’S NET POSITION 

At December 31, 2021 the District's net position is $10,191,013. This is a $1,663,450 increase 
over last year’s net position of $8,527,563. 

 

The District’s Net Position 
 

 
Assets 

2021  2020  

Current assets $  4,568,080  3,811,286 
Capital assets, net 9,272,406   8,699,590 
Total assets $ 13,840,486  $ 12,510,876 

 
Liabilities 
Current liabilities 

 
 
$ 166,705 

  
 
$ 141,695 

Noncurrent liabilities: 
Long term debt - due in more than one year 

 
1,574,400 

  
 1,980,549 

Total liabilities 1,741,105   2,122,244 

Deferred inflows of resources 1,908,368 
 

 1,861,069 

Net position 
Net investment in Capital Assets 

 

7,541,857 

  

6,577,346 
Unrestricted 2,649,156   1,950,217 
Total net position $ 10,191,013  $  8,527,563 
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Change in Net Position 
 

 2021   2020  
Revenues: 

General Revenues  $  4,186,965  $  3,787,292 
Total revenues  4,186,965  3,787,292 
 
Expenditures 
General and Administration 

 
 

72,717 

 
 

62,322 
Public Safety 2,372,487 2,319,719 
Interest  78,311  92,250 
Total expenses  2,523,515  2,474,291 
 
Increase in net position 

 
1,663,450 

 
1,313,001 

Beginning net position  8,527,563  7,214,562 
Ending net position  $ 10,191,013 $  8,527,563 

 
 
 

The District’s total general fund revenues were $4,187,703 in 2021, of which, 44.43% of the 
revenue came from ad valorem property taxes, 53.92% from sales tax, 0.02% from interest 
income, and 1.62% from lease income. 

 
For the year ended December 31, 2021, the total general fund expenses were $3,488.026 
including $1,719,179 of public safety, $72,717 of general government expenses, $1,226,124 in 
capital outlay, and $470,006 in debt service payments. 

 
The District contracts their emergency services with Bulverde-Spring Branch Emergency 
Services (BSBES) as a service provider. The contract was entered into on March 29, 2014 and 
amended effective January 1, 2021 for the period covering January 1, 2021 to December 31, 
2030. Funds are distributed to the BSBES on a monthly basis. The monthly amounts to be paid 
will be negotiated after 2021 on an annual basis. The interlocal service agreement with BSBES 
required that ESD 4 make monthly payments of $185,521 to BSBES for providing services to the 
District for the year 2021, versus $156,000 per month for 2020. The details of the agreement are 
explained on page 26 in the notes to the financial statements. 
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FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS 
 
For the year ended December 31, 2021, the District’s governmental funds reflect an unassigned 
fund balance of $2,027,873. This year’s increase in fund balance of $699,677 is due to the 
positive variance of budgeted expenditures to actual. 

 
Actual revenues were more than budgeted revenues by $248,703, primarily due to the increase in 
sales tax revenues. In addition, actual expenditures were less than budgeted expenditures by 
$257,049. Resources available were $413,502 more than the final budgeted amount. 

 

CAPITAL ASSETS ADMINISTRATION 

Net investments in capital assets, net of accumulated depreciation, was $8,082,961 at December 
31, 2021. Capital assets include land, building & improvements, equipment, and rolling 
apparatus valued at $8,082,961. In June 2021, the District paid a deposit of $1,189,445 towards 
the purchase of two new emergency response vehicles. 

 
LONG-TERM DEBT 

In March 2019, the District secured a loan of $2,500,000 for the construction of the new fire 
station and purchase of equipment in connection with the fire station. See Long-Term Liabilities 
note on page 25. 

 
ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES 

The ad valorem property tax rate decreased to $0.06 per $100 property valuation in 2021. The 
property tax revenue for 2022 is expected to remain similar to 2021. The sales tax rate for 2021 
is 1.00% and is expected to remain the same in 2022. 

 
CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT 

This financial report is designed to provide our taxpayers, patrons and creditors with a general 
overview of the District's finances and to demonstrate the District's accountability for the money 
it receives. If you have questions about this report or need additional financial information, 
contact the office at 830-228-4215, or at P.O. Box 601, Spring Branch, Texas 78070. 



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

BASIC FINANCIAL STATEMENTS 
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Assets 

 Governmental 
 Activities  

Cash and cash equivalents  $ 1,035,170 
Cash with fiscal agent  925,390 
Investment in TexPool 
Property tax receivable 

Current 

 1,258,919 

 
862,612 

Delinquent  21,283 
Due from other governments  457,790 
Prepaid Assets  6,916 

Deposit on emergency response vehicles  1,189,445 

Land 766,650  

Equipment 242,199  

Rolling apparatus 2,226,670  
Buildings and Improvements 4,847,442  

Total capital assets, net  8,082,961 
 

Total assets  $ 13,840,486  
 

Liabilities 
Accounts payable $ 10,556 
Long-term debt 

Due within one year 
 

156,149 
Due in more than one year  1,574,400 

Total liabilities  1,741,105 

Deferred Inflow of Resources  1,908,368 

Net Position 
Net investment in capital assets 

 

7,541,857 
Unrestricted  2,649,156 

Total net position  10,191,013 

Total liabilities, deferred inflow of resources, and net position  $ 13,840,486 
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Governmental 
Emergency Services Function,  Activities  

Expenses: 
General and administrative $ 72,717 
Public safety (net) 2,372,487 
Interest  78,311  

 
Total expenses  2,523,515  

 
 

General revenues:  

Property tax 1,859,985 
Sales tax 2,258,034 
Interest income 896 
Lease income  68,050  

 
Total general revenues  4,186,965  

Change in net position  1,663,450 

Net position, beginning of year  8,527,563  
Net position, end of year  $ 10,191,013  
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Assets 

General 
 Fund  

Cash and cash equivalents $ 1,035,170 
Cash with fiscal agent 925,390 
Investment in TexPool 1,258,919 
Property tax receivable  

Current 862,612 
Delinquent 21,283 

Due from other governments 457,790 
Prepaid Assets  6,916 

 

Total assets  $ 4,568,080  
 

Liabilities 
Accounts payable  $ 10,556 

Total liabilities  10,556 

Deferred Inflow of Resources 
Current property taxes levied for subsequent period 

 

1,908,368 
Delinquent property taxes  21,283 

Total deferred inflows of resources  1,929,651 

 
Fund balances 

Committed 

 
 

600,000 
Unassigned  2,027,873 

Total fund balances  2,627,873 
Total liabilities, deferred inflow of resources 

and fund balances 
 

 $ 4,568,080 



COMAL COUNTY EMERGENCY SERVICES DISTRICT NO. 4 
RECONCILIATION OF THE BALANCE SHEET OF 

GOVERNMENTAL FUNDS TO THE STATEMENT OF NET POSITION 
FOR THE YEAR ENDED December 31, 2021 

16 

See accompanying notes to the financial statements. 

 

 

 
 

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

 
Fund balances of all governmental funds (Page 15) $ 2,627,873 

Property taxes receivable unavailable to pay for current period 
expenditures are deferred in the funds. 

 

21,283 

 
Notes payable are not due and payable in the current period 

and, therefore, not reported in the funds. (1,730,549) 

 
Capital assets used in governmental activities are not spendable 

current financial resources and, therefore, are not reported in the 
balance sheet of governmental funds. 8,082,961 

 
Deposits for purchase order of capital assets used in governmental 

activities are not financial resources and therefore, are not 
reported in the funds.  1,189,445  

 

Net position of governmental activities (Page 14)  $  10,191,013  
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Revenues: 

  General Fund 

Property tax revenue $ 1,860,723 
Sales tax revenue 2,258,034 
Interest income 896 
Lease income  68,050 

 

Total revenues   4,187,703   

 
Expenditures: 

General and administrative 72,717 
Public safety (net) 1,719,179 
Capital outlay 1,226,124 
Debt Service: Principal 391,695 

Interest  78,311 
Total expenditures  3,488,026 

Excess revenues over expenditures  699,677 

 
Net change in fund balance 

 
699,677 

Fund balance, beginning of year  1,928,196 
Fund balance, end of year  $ 2,627,873 
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TO THE STATEMENT OF ACTIVITIES 
FOR THE YEAR ENDED December 31, 2021 

 
 

Net change in fund balances for all governmental funds (Page 17) $ 699,677 
 
 

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

 
Capital outlays are not reported as expenses in the 

statement of activities. 1,226,124 

 
Depreciation of capital assets is not reported in 

the governmental funds (653,308) 

Delinquent property tax revenues are deferred in the fund. 
This is the change in these amounts this year. 

 

(738) 

Principal payments on long-term debt is not reported as an 
expenditure on the statement of activities 

 

 391,695 

Change in net position of governmental activities (Page 14)  $ 1,663,450 
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The financial statements of Comal County Emergency Services District No. 4 (the "District") 
have been prepared in conformity with generally accepted accounting principles applicable to 
governmental units. The Governmental Accounting Standards Board ("GASB") is the accepted 
standard setting body for establishing governmental accounting and financial reporting 
principles. The District has elected to follow all pronouncements of GASB. 

 
Reporting Entity 

 

The District is responsible for fire and rescue services in the northwestern areas of Comal 
County, Texas. The Board of Commissioners ("Board"), a five-member group, has governance 
responsibilities over all activities related to emergency service operations within the jurisdiction 
of the District. The Board is appointed by the County of Comal, Texas and has the exclusive 
power and duty to govern. The District receives funding from local property and sales taxes.. 

 
The District has no employees. The governing Board is responsible for managing the day-to-day 
financial and operational functions of the District. The District has jointly contracted (along with 
Comal County Emergency Services District No. 1 (ESD 1) and Comal County Emergency 
Services District No. 5 (ESD 5) with BSBES to provide all services within its jurisdiction. 

 
For financial reporting purposes, based on standards established by GASB Statement No. 61, The 
Financial Reporting Entity: Omnibus—An Amendment of GASB Statements No. 14 and No. 34 
these financial statements should present the District and its component units. The District does 
not have any component units. 

 
Basis of Presentation, Basis of Accounting 

 

Government-wide Statements: The statement of net position and the statement of activities 
include the financial activities of the overall government. Governmental activities generally are 
financed through property tax and sales tax revenue, which is all recorded as general revenue. 

The statement of activities demonstrates the degree to which the direct expenses of a given 
function or segment is offset by program revenues. Direct expenses are those that are clearly 
identifiable with a specific function or segment. 

Program revenue includes 1) fees, fines and charges paid for goods and services offered by the 
programs and 2) grants and contributions that are restricted to meeting the operational or capital 
requirements of a particular program. Revenues that are not classified as program revenues, 
including property tax, sales tax, and interest income are presented as general revenues. 

Fund Financial Statements: The fund financial statements provide information about the 
District's major governmental fund: the General Fund: This is the District's operating fund. It 
accounts for all financial resources of the District. 
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Measurement Focus, Basis of Accounting and Financial Statement Presentation 

 

Government-wide Financial Statements: These financial statements are reported using the 
economic resources measurement focus. The government-wide financial statements are reported 
using the accrual basis of accounting. Revenues are recorded when earned and expenses are 
recorded at the time liabilities are incurred, regardless of the timing of related cash flow. Non- 
exchange transactions, in which the District gives (or receives) value without directly receiving 
(or giving) equal value in exchange, include property taxes, sales taxes, grants and contributions. 
Revenue from property taxes and sales taxes are recognized in the fiscal year for which the taxes 
are levied. Revenue from grants and contributions is recognized in the fiscal year in which all 
eligibility requirements have been satisfied. 

 
Governmental Fund Financial Statements: Governmental funds are reported using the current 
financial resources measurement focus and the modified accrual basis of accounting. Under this 
method, revenues are recognized when measurable and available. The District considers all 
revenues reported in the governmental funds to be available when they are collectible within the 
current period or soon thereafter to pay liabilities of the current period. Expenditures are 
recorded when the related fund liability is incurred. General capital asset acquisitions are 
reported as expenditures in governmental funds. 

 
Cash and Cash Equivalents 

 

The District considers cash and cash equivalents to be cash in demand accounts, certificates of 
deposit, savings accounts, funds invested in the Texas Local Government Investment Pool, and 
other investments with an original maturity of 3 months or less. 

 
Receivable and Payable Balances 

 

The District believes that sufficient detail of receivable and payable balances is provided in the 
financial statements to avoid the obscuring of significant components by aggregation. Therefore, 
no disclosure is provided which disaggregates those balances. 

 
There are no significant receivables which are not scheduled for collection within one year of 
year end. 

 
Capital Assets 

 

Capital assets, which include land, buildings and equipment are reported in the applicable 
governmental activities’ column in the government-wide financial statements. Capital assets 
such as equipment are defined as assets with a cost of $5,000 or more. Capital assets are 
recorded at historical costs if purchased or constructed. Donated capital assets are recorded at 
estimated fair market value at the date of donation. 
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Measurement Focus, Basis of Accounting and Financial Statement Presentation (Continued) 
Capital Assets (Continued) 

 

The cost of normal maintenance and repairs that do not add to the value of the asset or materially 
extend the assets lives are not capitalized. 

Capital assets are depreciated using the straight-line method over the following estimated useful 
lives: Equipment, 3-10 years, Rolling Apparatus, 5-8 years, and Buildings, 39 years. 

 
Deferred Inflows of Resources 

 

In addition to liabilities, the statement of financial position will sometimes report a separate 
section for deferred inflows of resources. This separate financial statement element, deferred 
inflows of resources, represents an acquisition of net position that applies to a future period and 
so will not be recognized as an inflow of resources (revenue) until that time. The District has 
only one type of item, which arises only under a modified accrual basis of accounting, that 
qualifies for reporting in this category. Accordingly, the item, unavailable revenue, is reported 
only in the governmental funds balance sheets. The governmental funds report unavailable 
revenues from property taxes. These amounts are deferred and recognized as an inflow of 
resources in the period that the amounts become available. 

At December 31, 2021, the District has $1,908,368 in deferred inflows of resources on the 
statement of net position, related to ad valorem taxes that were received or reported as a 
receivable before the period for which property taxes are available. 

Management's Use of Estimates 
 

The preparation of financial statements in conformity with generally accepted accounting 
principles requires the District to make estimates and assumptions that affect certain reported 
amounts and disclosures. Accordingly, actual results may differ from those estimates. 

 
Property Taxes 

Property taxes are levied October 1 on the assessed value listed as of the prior January 1 for all 
real, business, and personal property in conformity with Subtitle E of the Texas Property Code. 
Taxes are due on receipt of the tax bill and are delinquent if not paid before February 1 of the 
year following the year in which imposed. On January 1 each year, a tax lien attaches to the 
property to secure the payment of all taxes, penalties, and interest ultimately imposed. Although 
the District’s 2021 ad valorem taxes were levied on October 1, 2020, it is the District’s policy to 
recognize revenues from the October 1 tax levy in the calendar year when the proceeds of this 
levy are budgeted and made available for the District’s operations. The collections on the 
October 1, 2021 levy is considered unearned until the subsequent calendar year. The remaining 
receivable on unpaid levies are reported as deferred inflows of resources at year-end. No 
allowance for doubtful accounts is considered necessary at this time. 
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ASSETS, LIABILITIES AND NET POSITION OR FUND BALANCE 

Deposits and Investments 

The District is required by the Public Funds Collateral Act (Government Code, Chapter 2257) to 
maintain security for all deposits of funds that exceed coverage provided by the Federal Deposit 
Insurance Corporation (“FDIC”). As of the balance sheet date, the District’s cash deposits were 
fully collateralized by securities pledged by the depository banks. Based on audit procedures 
conducted in conjunction with the audit of the basic financial statements, the District appears to 
have complied with the requirements of the Public Funds Collateral Act. to be deposited and 
invested under the terms of a depository contract. The depository bank deposits for safekeeping 
and trust with the District's agent bank approved pledged securities. The pledge of approved 
securities is waived only to the extent of the depository bank's dollar amount of Federal Deposit 
Insurance Corporation ("FDIC") insurance. TexPool balances are backed by an external 
investment pool which is managed by the State Comptroller 

Cash Deposits and Cash Equivalents: 
 

The District's deposits are cash and certificates of deposit, and interest-bearing savings accounts 
included in cash equivalents. 

 
Investments: 

 

The District is required by the Public Funds Investment Act (Government Code, chapter 2256) 
(the “Act”) to adopt, implement, and publicize a written investment policy which primarily 
emphasizes safety of principal, and liquidity, and addresses investment diversification, yield, and 
maturity. Additionally, the policy must address the quality and capability of investment 
management and include the types of investments in which the entity may invest its funds, as 
well as the maximum allowable stated maturity of any individual investment, the maximum 
dollar-weighted average maturity allowed based on the stated maturity date for the portfolio of 
pooled fund groups, and bid requirements for certificates of deposit. 

 
The Act determines the types of investments allowable to District. These include, with certain 
restrictions: 

 
 U.S. Treasury securities which have a liquid market; direct obligations of the State of 

Texas, and other obligations that are guaranteed by the State of Texas or United States of 
America. 

 Obligations of states, agencies, counties, and other political subdivisions of any state 
having been rated as investment quality by a nationally recognized investment rating firm 
and having received a rating of not less than “A” or its equivalents; 

 Repurchase agreements collateralized by U.S. Treasury or U.S. Government Agency 
securities in accordance with a master repurchase agreement; 
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ASSETS, LIABILITIES AND NET POSITION OR FUND BALANCE (Continued) 

Deposits and Investments (Continued) 

Investments:(Continued) 

 Joint pools of political subdivisions in the State of Texas which invest in instruments and 
follow practices allowed by current law (the pool must be continuously rated no lower 
than “AAA” or AAA-m” by at least one nationally recognized rating service.” 

The Act also requires an annual audit of investment practices. Audit procedures conducted in 
conjunction with the audit of the basic financial statements disclosed that the District’s 
investment practices adhered to its policies and were consistent with the requirements of the 
Public Funds Investment Act. 

Custodial Credit Risk 

Custodial Credit Risk for deposits is the risk that in the event of a bank failure, the District’s 
deposits may not be returned. At December 31, 2021, the District maintained cash deposits at 
three financial institutions totaling $1,035,170 that were fully collateralized, or insured. 

 
The District’s investments are not categorized by level of risk assumed by the District because 
TexPool seeks to maintain a $1.00 value per share as required by the Texas Public Funds Act. 

 
Capital Assets 

Capital asset activity for the year ended December 31, 2021, was as follows: 
 

Beginning Ending 
 Balance   Additions   Disposals   Balance  

Capital assets not being depreciated: 
Land 

 
$ 

 
766,650 

 
$ 

 
- 

 
$ 

 
- 

 
$ 

 
766,650 

Capital assets being depreciated:         

Equipment 660,836  20,772  -  681,608 
Rolling Apparatus 3,814,196  12,162  -  3,826,358 
Building & Improvements  5,053,911    7,810    -    5,061,721  

Total capital assets being depreciated 9,528,943  40,744  -  9,569,687 

Less accumulated depreciation for: 
Buildings & Improvements 

 
(83,558) 

  
(130,722) 

  
- 

  
(214,279) 

Equipment (377,614)  (61,795)  -  (439,409) 
Rolling apparatus   (1,147,207)    (452,480)   -    (1,599,687) 

Total accumulated depreciation   (1,608,379)    (644,997)   -    (2,253,375) 
Net assets being depreciated 7,920,564  (604,253)  -  7,316,312 

Total capital assets, net  $ 8,687,214   $  (604,253)  $ -  $  8,082,962 
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ASSETS, LIABILITIES AND NET POSITION OR FUND BALANCE (Continued) 
 
Capital Assets (Continued) 

Depreciation expense in the amount of $653,308 was charged to the public safety function. 

In June 2021, the District made a deposit towards the purchase of two new vehicles classified as 
a “Deposit on Emergency Vehicles” totaling $1,189,445 that were not placed in service as of 
December 31, 2021. 

 
Long-Term Liabilities 

The District entered into a promissory note with Capital One Public Funding, LLC for the 
construction of a new fire station (Station 4) and the purchase of equipment in connection with 
the station. The note is paid annually in the amount of $220,006. The note is secured with the 
land and building at an interest rate of 3.690%. The note matures as of April 2034. 

Summary of notes payable at December 31, 2021, is as follows: 
Balance 

Outstanding 
Original Interest January 1, Balance Outstanding 

 Amount Rate 2021   Issued   Retired   December 31, 2021  

Capital One Public 
Funding $ 2,500,000 3.69%  2,122,244   $ -   $ (391,695) 

 

 $ 2,122,244   $ -   $ (391,695) 

 $ 1,730,549  
 

 $ 1,730,549  
 
 

Future payments on the promissory note are as follows: 
 

  Principal   Interest   Total  
2022 $ 156,149 $ 63,857 $ 220,006 
2023 161,911 58,095 220,006 
2024 167,885 52,121 220,006 
2025 174,080 45,926 220,006 
2026 180,504 39,502 220,006 

Thereafter  890,020  263,110  1,153,130  
  $ 1,730,549 $ 522,611 $ 2,253,160 

 

 
 
The District incurred $78,311 of interest expense for the year ended December 31, 2021. No 
interest was capitalized for the year. 
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Net Position and Fund Balance 
 
In the government-wide financial statements, the difference between the District’s total assets 
and total liabilities represents net position. Net position is presented in two components – capital 
assets, net of related debt, and unrestricted. Unrestricted net position represents the net assets 
available for future operations. The District has no restricted assets at year-ended December 31, 
2021.. 

 
GASB Statement No. 54 (GASB 54) Fund Balance Reporting and Governmental Fund Type 
Definitions provides guidance to enhance the usefulness of fund balance information by 
providing clearer classifications that can be more consistently applied and by clarifying existing 
fund type definitions. GASB 54 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 the resources reported in the funds. 

 
In the governmental fund financial statements, fund balance is classified as follows: 

 
 Nonspendable – These funds are not available for expenditures based on legal or 

contractual requirements. An example might be inventories and prepaid expenditures. 
 

 Restricted – These funds are governed by externally enforceable restrictions. 
 

 Committed – Fund balances in this category are limited by the government's highest 
level of decision making (in this case the Board). Any changes of this designation 
must be done in the same manner that it was implemented. For example, if funds are 
committed by resolution, the commitment could only be released with another 
resolution. 

 
 Assigned – For funds to be assigned, there must be an intended use which can be 

established by the Board or an official delegated by the Board, such as an 
administrator or finance director. For example, during the budget process, the Board 
decided to use some existing fund balance to support activities in the upcoming year. 

 
 Unassigned – This classification is the default for all funds that do not fit into the 

other categories. 

Restricted amounts are considered to have been spent when an expenditure is incurred for 
purposes for which both restricted and unrestricted fund balances are available. The District's 
policy is to apply expenditures against non-spendable fund balance, restricted fund balance, 
committed fund balance, assigned fund balance and unassigned fund balance at the end of the 
fiscal year. 
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Net Position and Fund Balance (Continued) 

At December 31, 2021 the District's Board established the following classifications of fund 
balances: 

 

 General Fund  
Committed 

Equipment $ 300,000 
Building 300,000 

Unassigned  2,027,873  
 $ 2,627,873  

 
Related Party Transactions 

 
The District contracts with BSBES, under a joint service provider agreement (JSPA) with ESD 1 
and ESD 5, for emergency and administrative services. BSBES is a not-for-profit corporation 
that provides services exclusively to ESD 1, ESD 4 and ESD 5. Two ESD 1 commissioners, two 
ESD 4 commissioners and two ESD 5 commissioners serve as voting members of the 7-member 
board of BSBES. 

 
Payments to BSBES are included in public safety expenditures. The District paid $2,226,250 to 
BSBES for the year ended December 31, 2021. The JSPA provides for an annual reconciliation 
of ESD payments to actual expenses incurred by BSBES. In 2021, the District received the 
following credits from BSBES resulting from prior year excess ESD payments: 

 

$ 174,252 

 421,500  
$ 595,752 

2020 ESD payments in excess of BSBES net expenses 

2020 sale of BSBES property supported by ESD payments from 2014 through 2020 

 

 

Public safety expenditures are reported net of the credits listed above. 

OTHER INFORMATION 
 
Risk Management 

 
The District is exposed to various risks of loss related to torts, theft, damage or destruction of 
assets, errors and omissions, injuries to employees, and natural disasters. During fiscal year 
2021, the District obtained general liability coverage through a commercial insurer. The District 
continues to carry commercial insurance for other risks of loss. There were no significant 
reductions in commercial insurance coverage in the past fiscal year and settled claims resulting 
from these risks have not exceeded coverage in any of the past three fiscal years. 
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OTHER INFORMATION (Continued) 
 
Contingencies and Uncertainties 

 

The outbreak of a novel strain of coronavirus (COVID-19) has spread throughout the United 
States beginning in March of 2020. Multiple jurisdictions in the U.S. declared various levels of 
States of Emergency and the government has also implemented enhanced screenings, quarantine 
requirements, and travel restrictions in connection with the COVID-19 outbreak. The spread of 
this virus began causing business disruptions domestically beginning in March 2020 and are 
anticipated to continue for the foreseeable future. 

 
While the District operates in an industry that has been identified as an essential business, and 
does not expect this matter to have an impact on its results, given the daily evolution of COVID- 
19, and the global responses to curb its spread, the District is not able to estimate any adverse 
effects the COVID-19 outbreak may have on its results of operations, financial condition, or 
liquidity for 2021 and beyond. 

 
Subsequent Events 

 
The District has evaluated subsequent events through June 20, 2022, the date which the financial 
statements were available to be issued. There are no subsequent events to be reported. 
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BUDGET AND ACTUAL – GENERAL FUND 
FOR THE YEAR ENDED DECEMBER 31, 2021 

 
 
 

 Budgeted Amounts  
GAAP 
Basis Variance 

 

 
Revenues: 

Approved Actual Favorable 
 Original   Amended Amounts   (Unfavorable) 

 

Property tax revenue $  1,800,000 $  1,800,000 $  1,860,723 $ 60,723 
Sales tax revenue 2,066,000 2,066,000 2,258,034 192,034 
Interest income 5,000 5,000 896 (4,104) 

Lease Income  68,000   68,000 68,050   50 
Total revenues  3,939,000   3,939,000 4,187,703   248,703 

 

Expenditures: 
General government 170,000 170,000 72,717 97,283 
Public safety 1,804,750 1,804,750 1,719,179 85,571 
Capital outlay - 1,200,000 1,226,124 (26,124) 
Debt service    - 

Principal 470,325 470,325 391,695 78,630 
Interest - - 78,311 (78,311) 

Contingency (Operating) 50,000 50,000 - 50,000 

Contingency (Capital)  50,000   50,000 -   50,000 
Total expenditures  2,545,075   3,745,075 3,488,026   257,049 

 
Excess revenue over (under) expenditures 

 
1,393,925 

 
193,925 

 
699,677 

 
505,752 

 
Fund balances, beginning of year  1,928,196   1,928,196 1,928,196   -  
Fund balances, end of year - budgetary basis  $  3,322,121  $  2,122,121 $  2,627,873 $ 505,752 
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Independent Auditor’s Report 
 

To the Board of Commissioners 
Comal County Emergency Service District No.4 

 
We have audited, in accordance with auditing standards generally accepted in the United States 
of America and the standards applicable to financial audits contained in Government Auditing 
Standards issued by the Comptroller General of the United States, the financial statements of the 
governmental activities and the major fund, of Comal County ESD No. 4 as of and for the year 
ended December 31, 2021, and the related notes to the financial statements, which collectively 
comprise Comal County ESD No. 4’s basic financial statements,1 and have issued our report 
thereon dated June 20, 2022. 

Internal Control over Financial Reporting 

In planning and performing our audit of the financial statements, we considered Comal County 
ESD No. 4’s internal control over financial reporting (internal control) as a basis for designing 
procedures that are appropriate in the circumstances for the purpose of expressing our opinions 
on the financial statements, but not for the purpose of expressing an opinion on the effectiveness 
of Comal County ESD No. 4’s internal control. Accordingly, we do not express an opinion on 
the effectiveness of Comal County ESD No. 4’s internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees in the normal course of performing their assigned functions, to 
prevent, or detect and correct misstatements on a timely basis. A material weakness is a 
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable 
possibility that a material misstatement of the entity’s financial statements will not be prevented, 
or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet 
important enough to merit attention by those charged with governance. 

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

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether Comal County ESD No. 4’s financial 
statements are free from material misstatement, we performed tests of its compliance with certain 
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which 
could have a direct and material effect on the financial statements. However, providing an 
opinion on compliance with those provisions was not an objective of our audit and, accordingly, 
we do not express such an opinion. 
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Compliance and Other Matters (continued) 
 
The results of our tests disclosed no instances of noncompliance or other matters that are 
required to be reported under Government Auditing Standards. 

 
Purpose of this Report 

 
The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of 
the entity’s internal control or on compliance. This report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the entity’s 
internal control and compliance. Accordingly, this communication is not suitable for any other 
purpose. 

 
 

Matthews & Johnson, CPAs, LLC 
 
New Braunfels, Texas  
June 20, 2022 


