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MAXWELL LOCKE & RITTER vLLP

MAXWELL
LOCKE
RITTER Austin:

Round Rock:

Independent Auditors’ Report

To the Board of Commissioners of
Travis County Emergency Services District No. 6:

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities and each

major fund of Travis County Emergency Services District No. 6 (the “District”), as of and for the year
ended September 30, 2020, and the related notes to the financial statements, which collectively comprise
the District’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditors’ 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.
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An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the 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 the District as of
September 30, 2020, and the respective changes in financial position, and the respective budgetary
comparison for the General Fund for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, the schedule of changes in net pension liability and related ratios, the schedule
of District contributions, the schedule of the District’s proportionate share of the net pension liability,
and the note to required supplementary information on pages 4 through 10, 34, 35, 36 and 37,
respectively, be presented to supplement the basic financial statements. Such information, although not
a part of the basic financial statements, is required by the Governmental Accounting Standards Board
who considers it to be an essential part of financial reporting for placing the basic financial statements in
an appropriate operational, economic, or historical context. We have applied certain limited procedures
to the required supplementary information in accordance with auditing standards generally accepted in
the United States of America, which consisted of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management’s responses
to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of the
basic financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion or
provide any assurance.



Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the District’s basic financial statements. The other supplementary information
listed in the table of contents is presented for purposes of additional analysis and is not a required part of
the basic financial statements.

The other supplementary information listed in the table of contents is the responsibility of management
and was derived from and relates directly to the underlying accounting and other records used to prepare
the basic financial statements. Such information has been subjected to the auditing procedures applied in
the audit of the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the
basic financial statements or to the basic financial statements themselves, and other additional procedures
in accordance with auditing standards generally accepted in the United States of America. In our opinion,
the other supplementary information listed in the table of contents is fairly stated, in all material respects,
in relation to the basic financial statements as a whole.

Mapuredt Rockee + Ptz [LP

Austin, Texas
February 23, 2021



Travis County Emergency Services District No. 6

Management’s Discussion & Analysis
Year Ended September 30, 2020

This management’s discussion and analysis provides an overview of the financial performance of Travis
County Emergency Services District No. 6 (the “District”) for the fiscal year ended September 30, 2020.
Please read this section in conjunction with the District’s basic financial statements beginning on

page 11.

Summary of the District

The District is a political subdivision of the State of Texas, created under the Texas Health and Safety
Code, Chapter 775. This code, along with Section 48-¢, Article III, Texas Constitution, provides the
District with the authority to levy ad valorem tax not to exceed 10 cents per $100 assessed valuation and
to provide emergency services to the geographical area within the District. Currently the District
provides the following emergency services:

o Fire Response o Wildland Urban Interface

o Emergency Medical Service First Response e Fire Code Service

e Rescue Response e Fire Investigation

o Hazardous Material Response o Fire Prevention and Public Education Services

o Water Incident Response
Mission, Core Values and Vision Statements

e Mission: To minimize loss of life and property through Emergency Response, Prevention and
Community Involvement.

e Core Values: Our success is built upon the foundation of our commitment to Professionalism,
Leadership, Integrity, Respect, Compassion and Safety.

e Vision: Our organization is recognized by those we serve as exceptional and innovative.
History

The District was originally created in 1985 as Travis County Rural Fire Prevention District No. 5 and
provided emergency services through an interlocal agreement with the Hudson Bend Volunteer Fire
Department. In 1995, the Travis County Rural Fire Prevention District No. 5 was converted to Travis
County Emergency Services District No. 6 which is governed by a Board of five Commissioners. Paid
career firefighters were hired to begin working at two of the four fire stations with continued assistance
from the volunteers. By early 1996, the District had grown to 8 paid career firefighters and 35 volunteer
personnel providing emergency services with an estimated population of 19,000. In 1997, the District
established staffing for four fire stations with two personnel per fire station and purchased additional
apparatus and administrative vehicles. The District also adopted a District Fire Code and established the
office of District Fire Marshal.



In 2002, the voters approved $10,000,000 of bonded indebtedness, and the District sold its first
$3,500,000 bond package in 2003. These bond funds provided the District the ability to construct a fifth
fire station and to purchase additional apparatus.

With the annexation of land from Travis County Emergency Services District No. 8 in 2005, the
District’s coverage area increased to approximately 104 square miles. In 2006, the District voters
approved collective bargaining rights for the firefighters employed by the District, and the District’s
Commissioners accepted Professional Firefighters Local #4117 as the firefighter’s sole bargaining agent.

The District has had a long and proud history of providing emergency services to the community. The
District has evolved from an all-volunteer organization in the late 1960’s to the present-day Emergency
Services District with six fire stations operating 24/7, 365 days a year. The District’s current staffing
level includes 100 uniformed staff, 3 volunteers and 11 support services personnel which efficiently
serves an estimated population of over 100,000 people.

The District and its staff are involved with legislative issues affecting emergency services districts
through the State Association of Fire and Emergency Services Districts (“SAFE-D”), Capital Area Fire
Chief’s Association (“CAFCA”), Counter-Terrorism Task Force, Travis County Combined Clinical
Council, and the Travis County Fire Chief’s Liaison Committee, to name a few. The District and its
staff work closely with the general administrations of the City of Bee Cave, City of Lakeway, Village of
the Hills, City of Austin, and Travis County.

Throughout its history, the District has maintained prudent and conservative financial management, and
has been able to set aside financial reserves, which are judged sufficient to meet any unexpected
deterioration of economic conditions in the near future. The District’s Commissioners continue to
promote the best possible service and to maintain a balanced budget within the limits of the District’s
tax revenue.

Financial Highlights

e The assets and deferred outflows of the District exceeded its liabilities and deferred inflows
by $28.9 million. Of this amount, $15.6 million (unrestricted net position) may be used to
meet the District’s ongoing obligations.

e The District’s governmental funds reported combined ending fund balances of
$20.1 million. Approximately 58 percent of this total amount, $11.5 million, is available
for spending at the District’s discretion (unassigned fund balance). Fund balance of
$5.0 million, approximately 25 percent, is committed for the District’s vacation, sick and
net pension liability. Fund balance of $3.4 million, approximately 17 percent, is assigned
for current and future capital projects.

e Unassigned fund balance for the General Fund was $11.5 million, or 57 percent of the total
General Fund expenditures.



Using this Annual Report

This annual report consists of a series of financial statements. Governmental Accounting Standards
Board (“GASB”) Statement No. 34 provides that for governments engaged in a single governmental
program, the fund financial statements and the government-wide statements may be combined.

The District presents the governmental funds in the first two columns and a total in the third column.
The next column is an adjustments column, reconciling 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. For governmental activities, this last column tells how these services were financed in the
short term as well as what remains for future spending. Fund financial statements report the District’s
operations in more detail than the government-wide statements by providing information about the
District’s most significant funds.

Reporting the District as a Whole - The Statement of Net Position and the Statement of Activities

The Statement of Net Position and the Statement of Activities report information about the District as a
whole and about its activities that include all assets, deferred outflows of resources, liabilities, and
deferred inflows of resources using the accrual basis of accounting, which is similar to the accounting
used by most private-sector companies. All of the current year’s revenues and expenses are included
regardless of when cash is received or paid.

These two statements report the District’s net position and changes in net position. The District’s net
position - the difference between assets and deferred outflows of resources and liabilities and deferred
inflows of resources - is one way to measure the District’s financial health, or financial position. Over
time, increases or decreases in the District’s net position are indicators of whether its financial health is
improving or deteriorating. Other non-financial factors should be considered, however, to assess the
overall health of the District, such as changes in the District’s property and sales tax base and the
condition of the District’s facilities and equipment.

Reporting the District’s Governmental Funds - Fund Financial Statements

All District activities are considered governmental activities. The columns reporting the fund activity
provide detailed information about the significant funds, not the District as a whole. Some funds are
required to be established by State law and by bond covenants. However, the District’s Board of
Commissioners may establish other funds to assist in controlling and managing money for particular
purposes (for example, the purchase of apparatus and the construction of new fire stations) or to show
that it is meeting legal responsibilities for using certain taxes, grants, and other money.

The District’s services are reported in governmental funds. These funds use modified accrual
accounting (a method that measures the receipt and disbursement of cash and all other financial assets
that can be readily converted to cash) and report balances that are available for future spending. The
governmental fund statements provide a detailed short-term view of the District’s general government
operations and the basic services it provides. The relationship (or differences) between governmental
activities (reported in the Statement of Net Position and the Statement of Activities) and governmental
funds are described in the adjustments column of the basic financial statements and in the Notes to Basic
Financial Statements.



Government-Wide Financial Analysis

Our analysis focuses on the net position (Table 1) and changes in net position (Table 2) of the District’s
government-wide activities. Both current and prior year data are presented with discussion of
significant changes in the accounts.

This two-year comparison provides an indication of the District’s financial well-being. Increases and
decreases in net position may serve over time as a useful indicator of a government’s financial position.
As of September 30, 2020, the District’s assets and deferred outflows exceed its liabilities and deferred
inflows by $28.9 million compared to prior year net position of $25.1 million. This increase was caused
primarily by the decrease in the net pension liability.

Investment in capital assets (e.g., land, buildings, furniture, and equipment) less any related debt used to
acquire those assets that is still outstanding is $13.3 million. The District uses these capital assets to
provide services to the residents of the District; consequently, these assets are not available for future
spending. Although the District’s investment in its capital assets is reported net of related debt, it should
be noted that the resources needed to repay this debt must be provided from other sources, generally
property taxes, since the capital assets themselves cannot be used to liquidate these liabilities.

An additional portion of the District’s net position ($33 thousand) represents resources that are subject
to external restrictions on how they may be used. The remaining balance of unrestricted net position
($15.6 million) may be used to meet the District’s ongoing obligations including future expansion of
services.

Table 1
The District’s Net Position
Year Ended Year Ended
9/30/2020 9/30/2019

Assets:

Current assets $ 21,598,192 § 20,026,357

Capital assets (net of accumulated depreciation) 15,809,339 14,595,588
Total assets $ 37,407,531 $ 34,621,945
Deferred Outflows of Resources $ 2,630,246 $ 4,057,001
Liabilities:

Current liabilities $ 2,524,770 $ 2,250,479

Long-term liabilities 4,015,731 10,413,837
Total liabilities $ 6,540,501 $ 12,664,316
Deferred Inflows of Resources $ 4,611,268 $ 894,392
Net Position:

Net investment in capital assets 13,284,339 11,635,588

Restricted 33,203 199,088

Unrestricted 15,568,466 13,285,562
Total net position 28,886,008 25,120,238




Changes in net position - As described below (Table 2), the District’s total net position increased
by $3.8 million. The total cost of all government-wide activities this year was $18.6 million.
General revenues, including property and sales tax, used to pay for these activities totaled $21.9 million.

Table 2
The District’s Change in Net Position
Year Ended Year Ended
9/30/2020 9/30/2019

Expenses:

Service operations $ 17,189,563 20,132,426

Depreciation 1,331,889 1,196,836

Loss on conveyance of property - 101,435

Debt service 63,355 73,700
Total expenses $ 18,584,807 21,504,397
Revenues:

Program revenues $ 431,262  $ 456,391

General revenues 21,919,315 20,384,983
Total revenues $ 22350577 $ 20,841,874
Change in net position $ 3,765,770  § (662,523)

In the fiscal year ended September 30, 2020, the District experienced an increase in general revenues of
approximately $1.5 million due to increased property and sales tax revenue received. The cost for
governmental activities this year decreased by approximately $2.9 million primarily due to a decrease in
pension costs.

Financial Analysis of the District’s Funds

At September 30, 2020, the District’s governmental funds reported a combined fund balance of
$20,053,321, which is an increase of $1,547,290 from the prior year (an 8% increase), due to an increase
in general revenues.

General Fund Budgetary Highlights

During the fiscal year, the District’s Board approved amendments to the General Fund budget between
functional areas as shown on page 13.

With these budget amendments, the actual expenditures in the General Fund were approximately

$1.8 million below the final budgeted amounts, as capital expenditures were lower than anticipated.
Resources available for appropriation were approximately $598,000 above the final budgeted amounts.
The primary reason for the increase is due to the collection of sales taxes, which were higher than
originally forecasted.



The original capital outlay budget included funding for the purchase of a new apparatus. Only a portion
of the budgeted construction costs were incurred during fiscal year 2020 and the apparatus was delivered
after the fiscal year end.

Capital Assets and Debt Administration
Capital Assets

At the end of the fiscal year September 30, 2020, the District had six fire stations in operation. For the
fiscal year, the District’s capital expenditures totaled $2,589,024, consisting primarily of the renovation
of the District headquarters and purchases of new vehicles. More detailed information about the
District’s capital assets is presented in the Notes to Basic Financial Statements.

Table 3
Capital Assets at Year-End
Year Ended Year Ended
9/30/2020 9/30/2019
Land $ 1,243,310 $ 1,243,310
Construction in progress 126,364 3,504,071
Vehicles 7,833,938 6,771,552
Equipment 3,509,837 3,201,526
Buildings 11,696,958 7,400,746
Total capital assets 24,410,407 22,121,205
Accumulated depreciation (8,601,068) (7,525,617)
Total net capital assets $ 15,809,339 $ 14,595,588

Tax Revenue Bonds

Of the $10,000,000 in limited tax bonds authorized by the voters in 2002, $3,500,000 were sold in 2003
and $3,740,000 were sold in 2008. In 2013, the District issued $5,415,000 in refunding tax bonds to
refund the Series 2003 and Series 2008 bonds. As of September 30, 2020, the District had total
outstanding bonds of $2,525,000, a decrease of $435,000 from the prior year due to the payment on
bond principal. More detailed information about the District’s long-term liabilities is presented in the
Notes to Basic Financial Statements.

Compensated Absences and Sick Leave
As of September 30, 2020, the District had $870,361 of compensated absences outstanding, which

represent the estimated liability for employees’ accrued vacation and sick leave for which employees are
entitled to be paid upon termination.



Economic Factors, Net Year’s Budgets and Rates

The District is located in what has been one of the fastest growing regions in the state and the country.
The District has a diversified tax bases with the principal tax payers (the top-ten tax payers) making up
only 6.0% of the District’s overall tax base.

The District’s Board considered various factors when setting the fiscal year budget and the ad valorem
tax rate that is charged for governmental activities. Considerations included the economy of the area
within the District boundaries. To a large extent, the District is unable to influence potential future
revenue streams. Tax revenues are currently limited by the mandatory $0.10 per $100 of assessed
valuation cap, and inspection revenue is dependent on the continued growth of new construction projects
within the District.

Besides current economic conditions, the District’s anticipated ad valorem tax revenue is dependent
upon how various public entities (i.e. Travis County, the City of the Bee Cave, the Village of the Hills
and the City of Lakeway) respond to requests for new development within their own jurisdictions.

A strong pro-growth attitude would directly impact the District with potentially higher increases of
revenue in future years, whereas a strong no-growth attitude would have the opposite effect. Currently,
the City of Bee Cave, the City of Lakeway and unincorporated areas within the District are continuing to
expand.

In 2008, the District’s voters granted the District authority to collect a one percent sales tax within all
areas of the District with the exception of the Cities of Bee Cave and Lakeway. In 2010, the District’s
voters granted the District authority to collect an additional three quarter of a percent sales tax within all
areas of the District south of Mansfield Dam with the exception of the Cities of Bee Cave and Lakeway
and the Village of the Hills.

Senate Bill 2, known as the Texas Property Tax Reform and Transparency Act, requires the District to
receive voter approval before levying taxes that would result in collections 3.5% greater than the
previous year, not including new property on the appraisal rolls. This new legislation becomes effective
for the District’s fiscal year 2021.

In March 2020, the World Health Organization declared the outbreak of a novel coronavirus
(COVID-19) as a pandemic, which continues to spread throughout the United States. While the
disruption is expected to be temporary, there is uncertainty around the severity and duration. Therefore,
while this issue may negatively impact the District’s results of operations and financial position, the
related financial impact cannot be reasonably estimated at this time. The District is actively managing
its operations to maintain its cash flow and management believes that the District has adequate liquidity.

Contacting the District’s Financial Management

This financial report is designed to provide our citizens, taxpayers, customers, investors and creditors
with a general overview of the District’s finances as well as demonstrate accountability for funds the
District receives. Questions concerning any of the information provided in this report or requests for
additional financial information should be addressed to: Travis County Emergency Services District
No. 6, Chief Financial Officer, P.O. Box 340196, Austin, Texas 78734, Office: 512-266-2533,

Fax: 512-266-7065.
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Travis County Emergency Services District No. 6

Statement of Net Position and Governmental Funds Balance Sheet
Year Ended September 30, 2020

Total
General Debt Service Governmental Adjustments Statement of
Fund Fund Funds (Note 2) Net Position
Assets:
Cash $ 882,323 - 882,323 - 882,323
Investments 19,263,887 26,618 19,290,505 - 19,290,505
Receivables:
Property taxes, net 333,877 11,345 345,222 - 345,222
Sales taxes 940,060 - 940,060 - 940,060
Prepaid assets 140,082 - 140,082 - 140,082
Due from other funds - 13,363 13,363 (13,363) -
Capital assets (net of
accumulated depreciation):
Land - - - 1,243,310 1,243,310
Construction in progress - - - 126,364 126,364
Vehicles - - - 3,887,287 3,887,287
Equipment - - - 1,744,616 1,744,616
Buildings - - - 8,807,762 8,807,762
Total assets $ 21,560,229 51,326 21,611,555 15,795,976 37,407,531
Deferred Outflows of Resources:
Pension contributions after measurement date $ - - - 1,013,162 1,013,162
Deferred outflows related to pension liability - - - 1,617,084 1,617,084
Total deferred outflows of resources - - - 2,630,246 2,630,246
Liabilities:
Accounts payable $ 501,108 - 501,108 - 501,108
Payroll liabilities payable 698,541 - 698,541 - 698,541
Due to other funds 13,363 - 13,363 (13,363) -
Bond interest payable - - - 4,760 4,760
Long-term liabilities:
Due within one year - - - 1,320,361 1,320,361
Due after one year - - - 2,075,000 2,075,000
Net pension liability - - - 1,940,731 1,940,731
Total liabilities 1,213,012 - 1,213,012 5,327,489 6,540,501

Deferred Inflows of Resources:
Deferred revenue - property taxes 333,877 11,345 345,222 (345,222) -

Deferred inflows related to pension liability 4,611,268 4,611,268
Total deferred inflows of resources 333,877 11,345 345,222 4,266,046 4,611,268
Fund Balances/Net Position:

Fund balances:

Nonspendable-

Prepaid assets 140,082 - 140,082 (140,082) -
Restricted for-

Debt service - 39,981 39,981 (39,981) -
Committed for:

Compensated absences - vacation 370,221 - 370,221 (370,221) -

Compensated absences - sick 226,120 - 226,120 (226,120) -

Net pension liability 4,388,523 - 4,388,523 (4,388,523) -
Assigned for-

Capital acquisitions 3,370,455 - 3,370,455 (3,370,455) -
Unassigned 11,517,939 - 11,517,939 (11,517,939) -

Total fund balances 20,013,340 39,981 20,053,321 (20,053,321) -
Total liabilities, deferred inflows of resources, and fund balances ~ $ 21,560,229 51,326 21,611,555

Net position:

Net investment in capital assets 13,284,339 13,284,339
Restricted for debt service 33,203 33,203
Unrestricted 15,568,466 15,568,466

Total net position $ 28,886,008 $ 28,886,008

The notes to basic financial statements are an integral part of this statement.
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Travis County Emergency Services District No. 6

Statement of Activities and Governmental Funds Revenues,
Expenditures, and Changes in Fund Balances
Year Ended September 30, 2020

Total
General Debt Service Governmental Adjustments Statement of
Fund Fund Funds (Note 2) Activities
Expenditures/expenses:
Service operations:
Human resources $ 14,633,900 - 14,633,900 (530,455) 14,103,445
ESD management 744,193 - 744,193 - 744,193
Fleet 619,341 - 619,341 - 619,341
Operations 1,186,280 - 1,186,280 43,384 1,229,664
Communication 253,394 - 253,394 - 253,394
Technology 170,268 - 170,268 - 170,268
Administration 25,909 - 25,909 - 25,909
Prevention, fuels and education 43,349 - 43,349 - 43,349
Capital outlay 2,589,024 - 2,589,024 (2,589,024) -
Depreciation - - - 1,331,889 1,331,889
Debt service:
Principal payments - 435,000 435,000 (435,000) -
Interest payments - 64,175 64,175 (820) 63,355
Total expenditures/expenses 20,265,658 499,175 20,764,833 (2,180,026) 18,584,807
Revenues:
Program revenues:
Inspections 233,414 - 233,414 - 233,414
Fuels and wildfire mitigation 197,848 - 197,848 - 197,848
Total program revenues 431,262 - 431,262 - 431,262
Net program expense (18,153,545)
General revenues:
Property taxes 16,168,839 329,976 16,498,815 38,454 16,537,269
Penalties and interest on taxes 75,908 1,458 77,366 - 77,366
Sales taxes 5,009,019 - 5,009,019 - 5,009,019
Interest 191,174 1,557 192,731 - 192,731
Miscellaneous 102,930 - 102,930 - 102,930
Total general revenues 21,547,870 332,991 21,880,861 38,454 21,919,315
Excess (deficit) of revenues
over (under) expenditures 1,713,474 (166,184) 1,547,290 (1,547,290) -
Change in net position - - - 3,765,770 3,765,770
Fund balances/net position:
Beginning of year 18,299,866 206,165 18,506,031 6,614,207 25,120,238
End of year $ 20,013,340 39,981 20,053,321 8,832,687 28,886,008

The notes to basic financial statements are an integral part of this statement.
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Travis County Emergency Services District No. 6

Statement of Revenues, Expenditures, and Changes in Fund Balance -

Budget and Actual - General Fund
Year Ended September 30, 2020

Budget
Original Final Actual Variance
Revenues:
Property taxes $ 16,104,000 16,104,000 16,168,839 64,839
Sales taxes 4,251,000 4,251,000 5,009,019 758,019
Penalties and interest on taxes 62,000 62,000 75,908 13,908
Inspections 170,000 170,000 233,414 63,414
Fuels and wildfire mitigation 280,000 280,000 197,848 (82,152)
Interest 511,000 511,000 191,174 (319,826)
Contributions 1,000 1,000 - (1,000)
Miscellaneous 2,000 2,000 102,930 100,930
Total revenues 21,381,000 21,381,000 21,979,132 598,132
Expenditures:
Service operations:
Human resources 14,862,000 14,717,000 14,633,900 83,100
ESD management 974,000 974,000 744,193 229,807
Fleet 563,000 623,000 619,341 3,659
Operations 1,303,000 1,388,000 1,186,280 201,720
Communication 280,000 280,000 253,394 26,606
Technology 222,000 222,000 170,268 51,732
Administration 37,000 37,000 25,909 11,091
Prevention, fuels and education 59,000 59,000 43,349 15,651
Capital outlay 3,803,000 3,803,000 2,589,024 1,213,976
Total expenditures 22,103,000 22,103,000 20,265,658 1,837,342
Excess (deficit) of revenues
over (under) expenditures (722,000) (722,000) 1,713,474 2,435,474
Fund balance:
Beginning of year 18,299,866 18,299,866 18,299,866 -
End of year $ 17,577,866 17,577,866 20,013,340 2,435,474

The notes to basic financial statements are an integral part of this statement.
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Travis County Emergency Services District No. 6

Notes to Basic Financial Statements
Year Ended September 30, 2020

1.  Summary of Significant Accounting Policies

Travis County Emergency Services District No. 6 (the “District”) was created under the Texas
Health and Safety Code, Chapter 775. The District provides fire suppression, emergency medical
and rescue first response, hazardous materials incident response, marine incident response and
other emergency incident response that may arise within its boundaries. The District is also
responsible for fire prevention and the enforcement of fire codes.

The reporting entity of the District encompasses those activities and functions over which the
District’s Board of Commissioners (the “Board”) exercises significant oversight or control.

The District is governed by the Board which has been appointed by the Travis County
Commissioners’ Court. The District is not included in any other governmental “reporting entity”
as defined by the Governmental Accounting Standards Board (“GASB”) since Board members
have decision making authority, the power to designate management, the responsibility to
significantly influence operations and primary accountability for fiscal matters. In addition, there
are no component units which are included in the District’s reporting entity.

Government-Wide and Fund Financial Statements

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 Funds” 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 government-wide financial statements report information on all of the activities of the District.
The effect of interfund activity has been removed from these statements.

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 properly included among program revenues are reported instead as general revenues.

Major individual governmental funds are reported as separate columns in the fund financial
statements.
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Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when earned and
expenses are recorded when a liability is incurred, regardless of the timing of related cash flows.
Property taxes are recognized as revenues in the year for which they are levied. Sales taxes are
recognized as revenues in the year in which the underlying exchange occurred. Amounts reported
as program revenues include charges to customers or applicants for goods, services, or privileges
provided. Internally dedicated resources are reported as general revenues rather than as program
revenues. Likewise, general revenues include all taxes. As a general rule, the effect of interfund
activity has been eliminated from the government-wide financial statements.

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

Major revenue sources considered susceptible to accrual include inspection fees, interest income
and sales taxes. No accrual for property taxes collected within sixty days of year end has been
made as such amounts are deemed immaterial; delinquent property taxes at year end are reported
as deferred inflows of resources.

The District reports the following major governmental funds:

The General Fund includes financial resources used for general operations. Itis a
budgeted fund, and any unassigned fund balance is considered resources available for
current operations.

The Debt Service Fund includes debt service taxes and other revenues collected to retire
bond principal and to pay interest due.

Budgets and Budgetary Accounting

Formal budgetary integration is employed as a management control device for the General Fund
and the Debt Service Fund. 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 adopted on the modified accrual basis, which is consistent with generally
accepted accounting principles.

Public meetings are conducted at which all interested persons’ comments concerning the budget
are heard. After such meetings, the Board formally adopts the budget through passage of a
motion. The District may amend the budget throughout the year, approving such additional
expenditures as may be required. All annual appropriations for the General Fund lapse at the fiscal
year-end.
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Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources, and
Net Position or Fund Balance

Investments - Temporary investments throughout the year consisted of investments in an external
local government investment pool. The external local government investment pool is recognized
at amortized cost as permitted by GASB Statement No. 79, Certain External Investment Pools and
Pool Participants. The District is entitled to invest any and all of its funds in obligations of the
United States of America or its agencies, direct obligations of the State of Texas, obligations of
states, agencies, counties, cities and other political subdivisions of any statement having a rating of
not less than A or its equivalent, certificates of deposit, fully collateralized repurchase agreements,
and public fund investment pools. The District’s investment policies and types of investments are
governed by the Health and Safety Code, Chapter 775 Emergency Services Districts,

Section 775.043 and Section 2256 of the Government Code (“Public Funds Investment Act”).

The District’s management believes that it complied with the requirements of the District’s
investment policy and the Public Funds Investment Act. The District accrues interest on
temporary investments based on the terms and effective interest rates of the specific investments.

Prepaid Assets - Certain prepayments to vendors reflect costs applicable to future accounting periods
and are recorded as prepaid assets in both the government-wide and fund financial statements.

Ad Valorem Property Taxes - Delinquent taxes are prorated between maintenance and debt service
based on rates adopted for the year of the levy. Allowances for uncollectibles within the General
and Debt Service Funds are based upon historical experience in collecting property taxes.
Uncollectible personal property taxes are periodically reviewed and written off, but the District is
prohibited from writing off real property taxes without specific statutory authority from the Texas
Legislature.

Capital Assets - Capital assets, which include land, construction in progress, buildings, vehicles and
equipment are reported in the governmental activities columns in the government-wide financial
statements. Capital assets are defined by the District as assets with an initial, individual cost of at
least $5,000. Such assets are recorded at historical cost if purchased or estimated acquisition value
at the date of donation if donated. The costs of normal maintenance and repairs that do not add to
the value of the assets or materially extend assets lives are not capitalized.

Capital assets (other than land and construction in progress) are depreciated using the straight-line
method over the following estimated useful lives:

Asset Years
Buildings 15-40
Vehicles 3-15
Equipment 3-30

Pensions - The fiduciary net position of the Travis County Emergency Services District No. 6
Firefighters’ Relief and Retirement Fund and the Texas Emergency Services Retirement System
(the “Plans”) has been determined using the flow of economic resources measurement focus and full
accrual basis of accounting. This includes for purposes of measuring the net pension liability,
deferred outflows of resources and deferred inflows of resources related to pensions, pension
expense, and information about assets, liabilities and additions to/deductions from the Plans’
fiduciary net position. Benefit payments (including refunds of employee contributions) are
recognized when due and payable in accordance with the benefit terms. Investments are reported

at fair value.
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Fund Balance - 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 the resources reported in governmental funds. See Note 8 for additional
information on those fund balance classifications.

Deferred Outflows and Inflows of Resources - The District complies with GASB Statement

No. 63, Financial Reporting of Deferred Outflows of Resources, Deferred Inflows of Resources,
and Net Position, which provides guidance for reporting the financial statement elements of
deferred outflows of resources, which represent the consumption of the District’s net position that
is applicable to a future reporting period, and deferred inflows of resources, which represent the
District’s acquisition of net position applicable to a future reporting period.

The District complies with GASB Statement No. 65, Items Previously Reported as Assets and
Liabilities, which establishes accounting and financial reporting standards that reclassify, as
deferred outflows of resources or deferred inflows of resources, certain items that were previously
reported as assets and liabilities and recognizes, as outflows of resources or inflows of resources,
certain items that were previously reported as assets and liabilities. See Note 9 for additional
information on deferred outflows and inflows of resources.

Fair Value Measurements - The District complies with GASB Statement No. 72, Fair Value
Measurement and Application, which defines fair value as the price that would be received to sell
an asset or paid to transfer a liability in an orderly transaction. Fair value accounting requires
characterization of the inputs used to measure fair value into a three-level fair value hierarchy as
follows:

e Level 1 inputs are based on unadjusted quoted market prices for identical assets or
liabilities in an active market the entity has the ability to access.

e Level 2 inputs are observable inputs that reflect the assumptions market participants
would use in pricing the asset or liability developed based on market data obtained
from sources independent from the entity.

e Level 3 inputs are unobservable inputs that reflect the entity’s own assumptions
about the assumptions market participants would use in pricing the asset or liability
developed based on the best information available.

There are three general valuation techniques that may be used to measure fair value:
e Market approach - uses prices generated by market transactions involving identical

or comparable assets or liabilities

e Cost approach - uses the amount that currently would be required to replace the
service capacity of an asset (replacement cost)

e Income approach - uses valuation techniques to convert future amounts to present
amounts based on current market expectations.
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Use of Estimates - The preparation of financial statements, in conformity with generally accepted
accounting principles, requires management to make estimates and assumptions that affect the
reported amount of assets and liabilities, disclosure of contingent assets and liabilities at the date of
the financial statements, and the reported amounts of revenues and expenditures during the
reporting period. Actual results could differ from those estimates.

Recently Issued Accounting Pronouncement

In June 2017, the GASB issued GASB Statement No. 87, Leases, effective for fiscal years
beginning after June 15, 2021. The objective of GASB Statement No. 87 is to improve accounting
and financial reporting for leases by governments by requiring recognition of certain lease assets
and liabilities that previously were classified as operating leases and recognized as inflows of
resources or outflows of resources based on the payment provisions of the contract. GASB
Statement No. 87 establishes a single model for lease accounting based on the foundational
principle that leases are financings of the right to use an underlying asset. Under GASB Statement
No. 87, a lessee is required to recognize a lease liability and an intangible right-to-use asset, and a
lessor is required to recognize a lease receivable and deferred inflow of resources. Management is
evaluating the effects that the full implementation of GASB Statement No. 87 will have on its
financial statements for the year ended September 30, 2022.

Reconciliation of Government-Wide and Fund Financial Statements
Amounts reported for governmental activities in the statement of net position are different because:
Governmental funds total fund balance $ 20,053,321

Capital assets used in governmental activities are not financial
resources and, therefore, are not reported in the funds.

Capital assets, net of accumulated depreciation 15,809,339
Deferred tax revenue is not available to pay for current-period
expenditures and, therefore, is deferred in the funds. 345,222

The following liabilities and deferred outflows and inflows of
resources are not due and payable in the current period and,
therefore, are not reported in the funds:

Bonds payable (2,525,000)
Bond interest payable (4,760)
Compensated absences (870,361)
Net pension liability (1,940,731)
Pension contributions after measurement date 1,013,162
Deferred outflows related to pension liability 1,617,084
Deferred inflows related to pension liability (4,611,268)
Total net position $ 28,886,008

18



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

Change in fund balances $ 1,547,290
Governmental funds report capital outlays as expenditures and

proceeds from capital asset disposals as revenues. However, in

the statement of activities, the cost of those assets is allocated

over their estimated useful lives as depreciation expense and

the proceeds are netted with the remaining net book value of

the capital asset disposals.

Capital outlay 2,589,024
Depreciation expense (1,331,889)
Loss on disposal (43,384)

Revenues in the statement of activities that do not provide
current financial resources are not reported as revenues in the
funds.
Change in deferred tax revenue 38,454
Bond proceeds provide current financial resources to
governmental funds, but issuing debt increases long-term
liabilities in the statement of net position. Repayment of bond
principal is an expenditure in the governmental funds, but the
repayment reduces long-term liabilities in the statement of net
position.
Repayment of bond principal 435,000
Some expenses reported in the statement of activities do not
require the use of current financial resources and, therefore, are
not reported as expenditures in governmental funds.

Change in bond interest payable 820
Change in compensated absences (274,020)
Pension contributions made before measurement date 369,217
Pension contributions made after measurement date 1,013,162
Adjustments for ending deferred outflows and inflows related
to net pension liability (577,904)
Change in net position $ 3,765,770

Cash and Temporary Investments

The District’s deposits are required to be secured in the manner provided by law for the security of
the funds. During the year ended September 30, 2020, such deposits were entirely covered by
Federal Deposit Insurance Corporation (“FDIC”) insurance or secured by collateral pledged by the
depository.

The Public Funds Investment Act authorizes the District to invest in 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 objectives of the District’s
investment strategy, in order of priority, are safety, liquidity, and yield.
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The District had investments of $19,290,505 in an external local government investment pool,
Texas Local Governmental Investment Pool (“TexPool”) at September 30, 2020. 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 also has
an advisory board to advise on TexPool’s investment policy; this board is made up equally of
participants and nonparticipants 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 assets to compute share prices. TexPool’s investment policy stipulates that it must invest in
accordance with the Public Funds Investment Act.

In accordance with GASB Statement No. 79, the external local government investment pool does
not have any limitations and restrictions on withdrawals such as notice periods or maximum
transaction amounts. This pool does not impose any liquidity fees or redemption gates.

Credit Risk - Credit risk is the risk that an issuer or other counterparty to an investment will not
fulfill its obligations. The ratings of securities by nationally recognized agencies are designed to
give an indication of credit risk. At September 30, 2020, investments were included in an external
local government investment pool with a rating from Standard and Poor’s in compliance with the
District’s investment policy.

Concentration of Credit Risk - Concentration of credit risk is the risk of loss attributed to the
magnitude of a government’s investments in a single issuer. At September 30, 2020, all of the
District’s investments were with TexPool.

Interest Rate Risk - The District considers the holdings in the external local government
investment pool to have a one day weighted average maturity due to the fact that the share position
can usually be redeemed each day at the discretion of the shareholders, unless there has been a
significant change in value.

Interfund Receivables and Payables

During the course of operations, numerous transactions occur between individual funds for goods
provided or services rendered. These receivables and payables are classified as “due from other
funds” or “due to other funds.” The composition of interfund balances as of September 30, 2020 is
as follows:

Receivable Fund Payable Fund Amount
Debt Service General $ 13,363
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S.

Capital Assets

Capital assets activity for the year ended September 30, 2020 was as follows:

Capital assets not being

depreciated:
Land

Construction in progress

Total capital assets not

being depreciated
Capital assets being
depreciated:
Vehicles
Equipment
Buildings

Total capital assets being

depreciated
Less accumulated
depreciation for:
Vehicles
Equipment
Buildings
Total accumulated
depreciation

Total capital assets being

depreciated, net

Capital assets, net

Long-Term Liabilities

Balance Retirements Balance
September 30, and September 30,
2019 Additions Transfers 2020
$ 1,243,310 - - 1,243,310
3,504,071 918,505 (4,296,212) 126,364
4,747,381 918,505 (4,296,212) 1,369,674
6,771,552 1,062,386 - 7,833,938
3,201,526 608,133 (299,822) 3,509,837
7,400,746 - 4,296,212 11,696,958
17,373,824 1,670,519 3,996,390 23,040,733
(3,387,774) (558,877) - (3,946,651)
(1,624,656) (397,003) 256,438 (1,765,221)
(2,513,187) (376,009) - (2,889,196)
(7,525,617) (1,331,889) 256,438 (8,601,068)
9,848,207 338,630 4,252,828 14,439,665

$ 14,595,588 1,257,135 (43,384) 15,809,339

Long-term liabilities transactions for the year ended September 30, 2020, are summarized as

follows:

Tax revenue bonds

Compensated
absences - vacation

Compensated
absences - sick

Net pension liability

Total governmental
activities

Balance Balance
September 30, September 30, Due Within
2019 Additions Retirements 2020 One Year
$ 2,960,000 - (435,000) 2,525,000 450,000
370,221 823,720 (679,641) 514,300 514,300
226,120 202,071 (72,130) 356,061 356,061
7,888,837 - (5,948,1006) 1,940,731 -
$ 11,445,178 1,025,791 (7,134,877) 5,336,092 1,320,361
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Bonded debt consisted of the following at September 30, 2020:

General Amounts of
Obligation Date of Original Maturity Interest Outstanding Due Within
Bonds Series Issue Issue Date Rate at 09-30-20 One Year
2013 11-5-2013 $ 5,415,000 2028 2.34% $§ 2,525,000 $ 450,000

Bonds payable are payable from and secured by the proceeds of ad valorem taxes within the legal
limitation of $0.10 per $100 of taxable assessed valuation, on all taxable property within the
District. At September 30, 2020, limited tax bonds of $2,760,000 were authorized by the voters of
the District, but unissued.

Debt service requirements to maturity for District’s bonds are summarized as follows:

Total
Fiscal Year Principal Interest Requirement
2021 $ 450,000 53,820 503,820
2022 460,000 43,173 503,173
2023 465,000 32,350 497,350
2024 220,000 24,336 244,336
2025 225,000 19,130 244,130
2026-2028 705,000 24,979 729,979
Total $ 2,525,000 197,788 2,722,788

b

Compensated Absences - Compensated absences represent the estimated liability for employees
accrued vacation and sick leave. Accrued vacation is for employees that are entitled to be paid
upon termination. Accrued sick leave is for employees that are entitled to be paid upon
termination after 20 years of service. The retirement of these liabilities are paid from the General
Fund.

Property Taxes

The District is authorized to levy a tax each October 1 on the assessed value listed as of the prior
January 1 for all real and business personal property located within its boundaries. Assessed
values are established annually by the Travis Central Appraisal District. District property tax
revenues are recognized when levied to the extent that they are collected in the current year. The
uncollected balance is reported as deferred revenue. Taxes receivable are due January 1 and are
delinquent if received after January 31 and are subject to penalty and interest charges.

In September 2019, the District levied a combined tax rate of $0.10 per $100 of assessed valuation
to finance operating expenditures and debt service requirements. The maintenance tax rate and the
debt service tax rate were $0.0980 and $0.0020, respectively. The total fiscal year 2020 tax levy
was $16,621,450 based on a taxable valuation of $16,621,450,000.
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Fund Balances

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 the 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.

Assigned - For the General Fund, amounts that are appropriated by the Board or Board 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.

The detail of the fund balances is included in the Governmental Funds Balance Sheet on page 11.
Fund balance of the District may be committed for a specific purpose by formal action of the
Board, the District’s highest level of decision-making authority. Commitments may be
established, modified, or rescinded only through a resolution approved by the Board. The Board
has delegated the authority to assign fund balance for a specific purpose to the Chief Financial
Officer of the District.

In circumstances where an expenditure is to be made for a purpose for which amounts are
available in multiple fund balance classifications, the order in which resources will be expended is
as follows: restricted fund balance, committed fund balance, assigned fund balance, and lastly,
unassigned fund balance.

Pension Plans
Firefighters’ Relief and Retirement Fund
Plan Description

The full-time firefighters of the District created the Travis County Emergency Services District
No. 6 Firefighters’ Relief and Retirement Fund (the “Fund”) on March 1, 2008 to provide
retirement, disability, and death benefits to all full-time firefighters who are eligible to participate
through a single-employer defined benefit plan. The Travis County Emergency Services District
No. 6 Firefighters’ Relief and Retirement Fund Board of Trustees is the administrator of the Fund.
The Fund is an independent entity for financial reporting purposes. The District is the only
contributing employer. The financial reports are available upon written request from the Fund’s
Board of Trustees.
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The plan provisions are established under the authority of the Texas Local Fire Fighter’s
Retirement Act (“TLFFRA”). Members can retire at age 53 with 20 years of service. Members
are vested after 10 years of service, and will be entitled to benefits starting at age 53. Members
who terminate employment prior to vesting will be entitled to the return of the excess of their
contributions to the Fund less the amount of benefits they received from the Fund.

Benefits Provided

Retirement and termination benefits are calculated using the member’s highest average monthly
compensation, as defined by the Fund’s plan document. Highest average monthly compensation is
based on an average of the 60 consecutive months of compensation which produces the highest
average. A member who retires under the service retirement provisions of the Fund will receive a
monthly benefit amount equal to 3.4% of the member’s highest average monthly average
compensation multiplied by their years of credited service up to 20 years, plus 2.2% of the
member’s highest average monthly compensation multiplied by their years of credited service in
excess of 20 years.

Service retirement benefits are payable over the member’s lifetime. If that member’s death
precedes that of their spouse, then two-thirds of the member’s benefit will be continued over the
life of the spouse. If an active member becomes disabled under the terms of the plan they will
receive a monthly benefit payment equal to 3.4% of the member’s highest average monthly
compensation, multiplied by their years of credited service up to 20 years, plus 2.2% of the
member’s highest average monthly compensation multiplied by their years of credited service in
excess of 20 years. The years of credited service will not be less than 20 years. If a member dies
while in active service, the member’s surviving spouse will receive an immediate monthly benefit
payment, payable for as long as the spouse is living, equal to 2.2667% of the member’s highest
average monthly compensation, multiplied by the member’s years of credited service up to

20 years, plus 1.4667% of the member’s highest average monthly compensation multiplied by
their years of credited service in excess of 20 years. The years of credited service will not be less
than 20 years. Each unmarried child of the deceased member will receive a monthly benefit
payment of 7.47% of the member’s highest average monthly compensation until the age of 18 or
until age 25 for a full-time student. In the event a member has no spouse at death or if the
surviving spouse subsequently dies, each unmarried child of the member will receive double the
benefits.

Employee membership data related to the Fund, as of the measurement date of December 31, 2019
was as follows:

Retirees and beneficiaries currently receiving benefits -
Terminated employees entitled to but not yet receiving benefits -
Active plan members 92

Total 92
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Contributions

The authority under which the obligation to contribute to the Fund of the plan members and the
District is a plan document executed by the Board of Trustees. The Board of Trustees acts on
behalf of Fund members and the District under authority of TLFFRA and Title 8 of the Texas
Government Code. The Fund is funded by monthly contributions of 20.0% and 19.2% from the
employee members and the District, respectively, based on the covered payroll of employee
members. The actuarially determined and actual contributions for the year ended September 30,
2020 equaled $1,380,364.

Net Pension Liability

Actuarial Assumptions

The District’s net pension liability was measured as of December 31, 2019 and the total pension
liability used to calculate the net pension liability was determined by an actuarial valuation as of
December 31, 2019. The total pension liability in the December 31, 2019 actuarial valuation was
determined using the following actuarial assumptions, applied to all periods included in the
measurement:

Valuation Timing

Actuarial Cost Method
Amortization Method
Amortization Period

Asset Valuation Method

Inflation

Salary Increases

Investment Rate of Return
Retirement Age
Turnover

Mortality

Actuarial reports are performed at least bi-annually
and rolled forward to the measurement date.

Individual Entry Age Normal
Level percentage of payroll, open
4.6 years

5-year smoothed market value with a 20% of
market value corridor

2.75%

3.00%, plus promotion, step and longevity increase
that vary by service

7.00%
Age 53 and 20 years of service
Table T-1 from the Actuary’s Pension Handbook

The PubS-2010 (public safety employees) total dataset
mortality tables for employees and for retirees,
projected for mortality improvement generationally
using the projection scale MP-2019.

The actuarial assumptions that determined the total pension liability as of December 31, 2019 were
based on the results of an actuarial experience studies performed in connection with the 2017
through the 2019 actuarial valuations, except where required to be different by GASB 68.
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Changes Since the Prior Actuarial Valuation

e The mortality assumption was changed from the RP-2000 Combined Healthy Mortality
Tables projected to 2024 with Scale AA to the PubS-2010 (safety employees) total
dataset mortality tables for employees and for retirees, projected for mortality
improvement generationally using the projection scale MP-2019.

e The aggregate payroll increase assumption used for determining the UAAL amortization
period was decreased to 3% from 3.25%.

e The investment rate of return assumption was changed from 7% net of all expenses to
7% net of investment related expenses.

e The compensation increase assumption was changed from a flat 5.50% to an assumed
general increase of 3% per year combined with assumed promotion, step, and longevity
increases that vary by year of service and average 1.89% per year over a 30-year career.

e The demographic assumptions of termination and disability were changed.

e The amortization period was decreased from 14.7 years to 4.6 years.

Long-Term Expected Rate of Return

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

Long-Term
Expected Net
Target Real Rate of
Asset Class Allocation Return

Equities - Domestic large cap 36% 5.75%
Equities - Domestic small/mid cap 13% 6.25%
Equities - International developed 8% 6.25%
Equities - Emerging markets 5% 7.75%
Real estate 4% 3.75%
Fixed income 32% 1.45%
Cash and cash equivalents 2% 0.00%

Discount Rate

The discount rate used to measure the total pension liability was 7%. The Fund’s fiduciary net
position was projected to be available to make all projected future benefit payments of current
active, inactive, and retired members. Therefore, the discount rate for calculating the total pension
liability is equal to the long-term expected rate of return, and the municipal bond rate does not

apply.
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Changes in Net Pension Liability

Changes in the District’s net pension liability for the measurement year ended December 31, 2019

are as follows:

Balance as of December 31, 2018
Changes for the year:
Service cost
Interest on total pension liability
Changes in benefit terms
Difference between expected and
actual experience
Change in assumptions
Benefit payments
Employer contributions
Member contributions
Net investment income
Administrative expenses
Other changes

Balance as of December 31, 2019

Sensitivity Analysis

The following presents the net pension liability of the District, calculated using the discount rate of

Increase
(Decrease)
Total Pension  Fiduciary Net Net Pension
Liability Position Liability
(a) (b) (a) - (b)
$ 28,770,524  $ 20,894,159 $§ 7,876,365
1,666,099 - 1,666,099
2,127,432 - 2,127,432
(748,491) - (748,491)
(1,710,142) - (1,710,142)
(89,480) (89,480) -
- 1,337,310 (1,337,310)
- 1,393,040 (1,393,040)
- 4,598,176 (4,598,176)
- (47,153) 47,153
$ 30,015,942  $ 28,086,052 $ 1,929,890

7%, as well as what the District’s net pension liability would be if it were calculated using a
discount rate that is 1 percentage point lower (6%) or 1 percentage point higher (8%) than the

current rate.

Total pension liability (asset)

1% Decrease

Current

Discount Rate

1% Increase

6%

7%

8%

$ 6,877,860

$ 1,929,890

$ (2,111,383)
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Pension Expense and Deferred Outflows and Inflows of Resources Related to Pensions

For the year ended September 30, 2020, the District recognized pension expense of $575,453.
As of September 30, 2020, the deferred outflows and inflows of resources are as follows:

Deferred Deferred

Outflows of Inflows of

Resources Resources
Net difference between projected and actual earnings $ - $ 1,487,758
Difference in expected and actual experience 1,084,404 1,535,660
Difference due to changes in actuarial assumptions 532,680 1,587,375
Contributions made subsequent to measurement date 1,013,162 -
Total $ 2,630,246 $ 4,610,793

The $1,013,162 reported as deferred outflows of resources related to pensions resulting from
District contributions subsequent to the measurement date will be recognized as a reduction of the
net pension liability in the year ended September 30, 2021. The remaining amounts currently
reported as deferred outflows and inflows of resources related to pensions will be recognized in
pension expense as follows:

Pension

Expense

Amount

Year ended September 30:

2021 $ (458,329)
2022 (515,071)
2023 (209,573)
2024 (710,353)
2025 (101,392)
Thereafter (998,991)
Total $ (2,993,709)

Texas Emergency Services Retirement System

Plan Description

The District’s volunteer firefighters participate in a cost-sharing multiple-employer defined benefit
pension plan that is administered by the Texas Emergency Services Retirement System
(“TESRS”). TESRS was created by the Texas Legislature and administers contributions made to it
from various statewide emergency and fire-fighting organizations (primary volunteer groups).
Pension Plan Fiduciary Net Position

Detailed information about TESRS’s fiduciary net position is available in a separately-issued

Annual Financial Report that includes financial statements and required supplementary information.
That report may be obtained on TESRS’s website, www.tesrs.org.
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Benefits Provided

TESRS provides retirement benefits as well as death and disability benefits. Member vesting
occurs at 50% after 10 years of credited service and an additional 10% for each of the following
five years of credited service. Upon reaching age 55, each vested member may retire and receive
a monthly pension equal to their vested percent multiplied by six times the average monthly
contribution over the member’s years of qualified service. For years of service in excess of

15 years, this monthly benefit is increased at a rate of 6.2% compounded annually. There is no
provision for automatic postretirement benefit increases. Death and disability benefits are
dependent on whether the member was engaged in the performance of duties at the time of death
or disability. Death benefits include a lump sum amount or continuing monthly payments to a
member’s surviving spouse and dependent children.

Contributions

The minimum contribution requirements are set by board rule (currently $36 per member per
month) and there is no maximum contribution rate. The District makes 100% of all contributions
currently at $84 per volunteer per month. All obligations are fully funded quarterly. No
contributions are required by the members nor are they allowed. The actual contributions for the
year ended September 30, 2020 equaled $2,016.

Net Pension Liability

Actuarial Assumptions

The total pension liability in the August 31, 2020 actuarial valuation was determined using the
following actuarial assumptions:

Valuation Date August 31, 2020

Actuarial Cost Method Individual Entry Age Normal

Amortization Method Level Percentage of Payroll, Open

Remaining Amortization Period 30 years

Asset Valuation Method 5 year Market Value

Discount Rate 7.5%

Long-term expected Investment

Rate of Return* 7.5%

Mortality PubS-2010 (public safety) below median income

mortality table for employees, projected for mortality
improvement generationally using projection scale
MP-2019

* Includes Inflation of 3.0%
The actuarial methods and assumptions are primarily based on a study of actual experience for the

six year period ending August 31, 2018 as supplemented by the recommended assumptions for the
August 31, 2020 valuation.
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Long-Term Expected Rate of Return

The long-term expected rate of return on pension plan investments was determined using a
building-block method in which best-estimates ranges of expected future real rates of return
(expected returns, net of pension plan investment expense and inflation) are developed for each
major asset class. These ranges are combined to produce the long-term expected rate of return by
weighting the expected future real rates of return by the target asset allocation percentage and by
adding expected inflation. In addition, the final assumption was selected by “rounding down” and
thereby reflects a reduction of 0.10% for adverse deviation.

Long-term

Expected
Target Real Rate of

Asset Class Allocation Return

Equities - Large cap domestic 20% 5.83%
Equities - Small cap domestic 10% 5.94%
Equities - Developed international 15% 6.15%
Equities - Emerging markets 5% 7.25%
Global Infrastructure 5% 6.41%
Real Estate 10% 4.48%
Multi asset income 5% 3.84%
Fixed income 30% 1.99%

Discount Rate

The discount rate used to measure the total pension liability was 7.50%. The TESRS plan’s
fiduciary net position was projected to be available to make all projected future benefit payments
of current active, inactive, and retired members. Therefore, the discount rate for calculating the
total pension liability is equal to the long-term expected rate of return, and the municipal bond rate
does not apply.

Changes Since the Prior Actuarial Valuation

The key changes were (1) a reduction in the investment return assumption from 7.75% to 7.50%,
(2) an increase in the assumed termination rates, (3) an increase in the assumed average age at
which vested terminated members will begin their retirement benefit, and (4) a change to a new
published mortality table projected generationally.

Sensitivity Analysis

The following presents the net pension liability of the District, calculated using the discount rate of
7.50%, as well as what the District’s net pension liability would be if it were calculated using a
discount rate that is 1 percentage point lower (6.50%) or 1 percentage point higher (8.50%) than
the current rate.

Current
Discount
1% Decrease Rate 1% Increase
6.50% 7.50% 8.50%
Total pension liability $ 20,886 $ 10,841 $ 3,861
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Pension Liabilities, Pension Expense, and Deferred Outflows and Inflows of Resources
Related to Pensions

At September 30, 2020, the District reported a liability of $10,841 for its proportionate share of the
TESRS’s net pension liability.

The net pension liability was measured as of August 31, 2020, and the total pension liability used
to calculate the net pension liability was determined by an actuarial valuation as of August 31,
2020. The employer’s proportion of the net pension liability was based on the employer’s
contributions to the pension plan relative to the contributions of all employers to the plan for the
period September 1, 2019 through August 31, 2020.

At August 31, 2020 the employer’s proportion of the collective net pension liability was 0.043%
which was a decrease of 0.001% from its proportion measured as of August 31, 2019. The change
in proportion was immaterial and therefore disregarded this year.

For the year ended September 30, 2020, the District recognized pension expense of $2,868.

As of September 30, 2020, the deferred outflows and inflows of resources are as follows:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Net difference between projected and actual earnings $ 59 $ -
Difference due to changes in actuarial assumptions - 18
Difference in expected and actual experience - 516
Total $ 59 § 534

The deferred outflows and inflows of resources related to pensions will be recognized in pension
expense as follows:

Pension
Expense
Amount
Year ended September 30:
2021 $ (461)
2022 (95)
2023 373
2024 (292)
Total $ (475)
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10.

11.

12.

Retirement Plans

The District offers its full time employees a voluntary deferred compensation plan (the “Deferred
Compensation Plan”) that permits them to defer a portion of their current salary until future years.
Any contributions made to the deferred compensation plan, in compliance with Section 457 of
Internal Revenue Code (“IRC”), are not available to employees until termination of employment,
retirement, death or an unforeseen emergency. In compliance with the provision of

IRC Section 457(b), the Deferred Compensation Plan assets are in custodial accounts for the
exclusive benefit of the Deferred Compensation Plan’s participants and beneficiaries.

Effective January 1, 2011, the District adopted a 401(a) Profit Sharing Plan (the “Profit-sharing
Plan”). All employer contributions previously made to the Deferred Compensation Plan were
redirected to the new Profit-sharing Plan. The Profit-sharing Plan allows for employer matches of
100% of employee contributions up to 12% of an employee’s compensation for employees
participating in the Deferred Compensation Plan that are not in the TLFFRA pension plan. An
additional employer matching contribution at a rate of $1.00 for every $3.00 contributed by the
employee to the Deferred Compensation Plan, up to a maximum of 1% of the gross wages for the
employees covered by the collective bargaining agreement (the “CBA”). Employer contributions
are not fully vested to employees until after six years of service. Any employer contributions
forfeited due to employee separation prior to six years of service will be redistributed to remaining
active employees of the Deferred Compensation Plan.

Effective January 1, 2012, the District amended the Profit-sharing Plan to allow for an additional
employer matching contribution of $1.00 for every $3.00 of additional employee contributions, up
to a maximum of 1% of an employee’s compensation for eligible employees, who are not subject
to the CBA.

For the year ending September 30, 2020, 86 employees participated in the Deferred Compensation
Plan with contributions totaling $610,610 for both the employer and employees, and there are no
unfunded obligations.

Operating Lease

The District has entered into an operating lease agreement with the City of Bee Cave. This lease
agreement is for land on which one of its fire stations is located. This lease is fixed and long term
and not subject to increase without renegotiating. The amount expended for this lease and the
future minimum payments under the lease are minimal.

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; and natural disasters. The District purchases its
insurance from regular commercial companies. As of September 30, 2020, no claims or losses
have been incurred that were not covered by insurance. There is no liability due to any claim or
suit having been filed within the last three years.
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13.

Commitments and Contingencies

In December 2018, the District entered into a service agreement for hardware and software to
provide a system of signals to traffic control devices to enable controlled passage for emergency
vehicles and apparatus through designated intersections. The service agreement term is ten years
with annual payments of approximately $82,000.

At September 30, 2020, the District has vehicle and equipment purchase commitments totaling
$2,178,995.

In March 2020, the World Health Organization declared the outbreak of a novel coronavirus
(COVID-19) as a pandemic, which continues to spread throughout the United States. While the
disruption is expected to be temporary, there is uncertainty around the duration. Due to the nature
of the District’s services, the pandemic may negatively impact the District’s business, results of
operations, and financial position; however, the related financial impact cannot be reasonably
estimated at this time.
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Travis County Emergency Services District No. 6

Firefighters’ Relief and Retirement Fund

Schedule of Changes in Net Pension Liability and Related Ratios

September 30, 2020*

Total Pension Liability
Service Cost
Interest on total pension liability
Effect of plan changes
Effect of assumption changes or inputs
Effect on economic/demographic (gains) or losses
Benefit payments/refunds of contributions

Net change in total pension liability
Total pension liability, beginning
Total pension liability, ending (a)

Fiduciary Net Position
Employer contributions
Member contributions
Investment income net of investment expenses
Gain or (Loss) due to difference in
projected versus actual earnings
Benefit payments/refunds of contributions
Administrative expenses
Other

Net change in fiduciary net position

Fiduciary net position, beginning

Fiduciary net position, ending (b)

Net pension liability / (asset), ending = (a) - (b)
Fiduciary net position as a % of total pension liability
Pensionable covered payroll

Net pension liability as a % of covered payroll

* Schedule is intended to show information for 10 years.
Additional years will be displayed as they become available.

Year Ended

Year Ended

December 31,2019 December 31, 2018

Year Ended
December 31, 2017

Year Ended

December 31, 2016

Year Ended
December 31, 2015

Year Ended
December 31, 2014

$ 1,666,099 $ 1,613,655 $ 1,146,478  $ 1,102,383 $ 1,059,984 980,014
2,127,432 1,885,108 1,469,413 1,308,078 1,038,806 904,104
- 3,559,759 . - . -
(1,710,142) - 471,987 - 194,031 -
(748,491) - (1,001,329) - 1,543,569 -
(89,480) (89,393) (260,580) (38,945) (25,156) (87,471)
1,245,418 6,969,129 1,825,969 2,371,516 3,811,234 1,796,647
28,770,524 21,801,395 19,975,426 17,603,910 13,792,676 11,996,029
$ 30015942 $  28770,524 $ 21801395 $ 19975426 $ 17,603,910 13,792,676
$ 1337310 $ 1,166,370  $ 1,121,761 $ 1,077,176 $ 943,417 899,146
1,393,040 1,214,970 1,168,507 1,122,061 968,074 903,757
4,598,176 (1,046,878) 2,650,333 649,191 88,895 619,435
. . . . - (11,043)
(89,480) (89,393) (260,580) (38,945) (25,156) (87,471)
(47,153) (38,974) (35,457) (26,134) (37.917) (33,068)
. - . . 24,193 -
7,191,893 1,206,095 4,644,564 2,783,349 1,961,506 2,290,756
20,894,159 19,688,064 15,043,500 12,260,151 10,298,645 8,007,889
$ 28,086,052 $ 20,894,159 $ 19,688,064 $ 15043500 $ 12,260,151 10,298,645
$ 1,929,800 $ 7,876,365  $ 2,113331 $ 4,931,926 $ 5,343,759 3,494,031
93.57% 72.62% 90.31% 75.31% 69.64% 74.67%
$ 6,965,200 $ 6,074,844 $ 5,842,505 S 5610292 $ 4,913,630 4,683,052
27.71% 129.66% 36.17% 87.91% 108.75% 74.61%
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Travis County Emergency Services District No. 6

Firefighters’ Relief and Retirement Fund
Schedule of District Contributions

September 30, 2020*
Actuarially Actual Contribution
Determined Actual Employer Contribution Pensionable Covered as a % of
Year Ending September 30 Contribution Contributions Deficiency (Excess) Payroll Covered Payroll

2015 $ 922,045  $ 922,045 - § 4,802,318 19.20%
2016 $ 1,056,825  § 1,056,825 - 8 5,504,297 19.20%
2017 $ 1,113,632  § 1,113,632 - 3 5,800,167 19.20%
2018 $ 1,133,229  § 1,133,229 - 8 5,902,235 19.20%
2019 $ 1,307,123  § 1,307,123 - § 6,807,932 19.20%
2020 $ 1,380,364  $ 1,380,364 - 8 7,189,396 19.20%

* Schedule is intended to show information for 10 years.
Additional years will be displayed as they become available.
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Travis County Emergency Services District No. 6

Texas Emergency Services Retirement System

Schedule of the District’s Proportionate Share of the Net Pension Liability

September 30, 2020*
2020 2019 2018 2017 2016 2015

District’s proportion of the net pension liability 0.0430% 0.0440% 0.0430% 0.0420% 0.0440% 0.0520%
District’s proportionate share of the net pension liability $ 10,841  $ 12,472 $ 9,310 $ 10,081 $ 12,816  $ 13,880
Number of active members 2 2 2 2 2 2
District’s proportionate share of the net pension liability

per active member $ 5420 § 6,236 § 4,655  § 5041 $ 6,408  § 6,940
Plan fiduciary net position as a percentage of the

total pension liability 83.20% 80.20% 84.26% 81.40% 83.50% 76.90%

* Schedule is intended to show information for 10 years.
Additional years will be displayed as they become available.
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Travis County Emergency Services District No. 6

Note to Required Supplementary Information
Year Ended September 30, 2020

1.  Change in Assumptions

Firefighters’ Relief and Retirement Fund

The following were changes to the actuarial assumptions or other inputs that affected measurement
of the total pension liability since the prior measurement period:

e The mortality assumption was changed from the RP-2000 Combined Healthy Mortality
Tables projected to 2024 with Scale AA to the PubS-2010 (safety employees) total
dataset mortality tables for employees and for retirees, projected for mortality
improvement generationally using the projection scale MP-2019.

e The aggregate payroll increase assumption used for determining the UAAL amortization
period was decreased to 3% from 3.25%.

e The investment rate of return assumption was changed from 7% net of all expenses to
7% net of investment related expenses.

e The compensation increase assumption was changed from a flat 5.50% to an assumed
general increase of 3% per year combined with assumed promotion, step, and longevity
increases that vary by year of service and average 1.89% per year over a 30-year career.

e The demographic assumptions of termination and disability were changed.

e The amortization period was decreased from 14.7 years to 4.6 years.

Texas Emergency Services Retirement System

The following were changes to the actuarial assumptions or other inputs that affected measurement
of the total pension liability since the prior measurement period:

¢ A reduction of the investment return assumption from 7.75% to 7.50%.

e An increase in the assumed termination rates.

e An increase in the assumed average age at which vested terminated members will begin
their retirement benefit.

e A change to a new published mortality table projected generationally.
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Travis County Emergency Services District No. 6

Statement of Revenues, Expenditures, and Changes in Fund Balance -

Budget and Actual - Debt Service Fund
Year Ended September 30, 2020

Revenues:

Property taxes
Penalties and interest on taxes

Interest

Total revenues

Expenditures:
Debt service:
Principal payments
Interest payments

Total expenditures

Excess (deficit) of revenues
over (under) expenditures

Fund balance:
Beginning of year

End of year

Original and
Final Actual Variance

327,000 329,976 2,976
3,000 1,458 (1,542)

- 1,557 1,557
330,000 332,991 2,991
435,000 435,000 -
64,000 64,175 (175)
499,000 499,175 (175)
(169,000) (166,184) 2,816
206,165 206,165 -
37,165 39,981 2,816
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