HARRIS COUNTY, TEXAS

Popular Annual Financial Report
for the fiscal year ended February 28, 2011

Adjusting the Fiscal Compass
and Staying the Course

Barbara J. Schott, CPA
County Auditor



TABLE OF CONTENTS
. ________________________________________________________________________________|

Page
A Letter to the Citizens of Harris County 1
Your Harris County Government 2
Profile of Harris County 4
A Brief History 4
Geographic Location and Population 4
Services 4
The Harris County Auditor’s Office 6
Executive Division 6
Accounting Division 6
Audit Division 6
Economic Outlook for Harris County 8
Financial Policies and Major Initiatives 10
Financial Policies 10
Major Initiatives 1
Financial Position Statement 12
Summary 12
Financial Statements Comments 12
Assets 12
Liabilities 13
Bonded Debt and Commercial Paper 13
Financial Activity Statement 14
Summary 14
Resources Received 14
Services Rendered 15
Property Taxes 16
Government-wide Financial Trends 17
Demographics / Key Indicators 18
Harris County Elected Officials 20

The Government Finance Officers Association of the United
States and Canada (GFOA) has given an award for Outstand-
ing Achievement in Popular Annual Financial Reporting to
Harris County, Texas for the fiscal year ended February 28,
2010. The Award for Outstanding Achievement in Popular
Annual Financial Reporting is a prestigious national award
recognizing conformance with the highest standards for
preparation of state and local government popular reports.

In order to receive an Award for Outstanding Achievement in
Popular Annual Financial Reporting, a government unit must
publish a Popular Annual Financial Report, whose contents
conform to program standards of creativity, presentational
understandability and reader appeal. An Award for Outstand-
ing Achievement in Popular Annual Financial Reports is valid
for a period of one year only. We believe our current report
conforms to the Popular Annual Financial Reporting require-
ments, and therefore are submitting it to GFOA.



0 - L/Q/I_etter to the Citizens of Harris County:

| am pleased to present the Harris County Popular Annual Financial Report (PAFR) for the fiscal year
ended February 28, 2011. The purpose of the report is to provide a snapshot of the County’s financial
performance and major initiatives as well as an overview of financial, economic, and demographic
trends. Above all, it is designed to present a more easily understandable financial report. It also repre-
sents the County’s ongoing commitment to keep Harris County citizens informed about the County’s
finances and to be accountable in all respects for the receipt and expenditures of public funds.

The financial information contained in this report has been
derived from the 2011 Harris County Comprehensive Annual
Financial Report (CAFR). The CAFR is comprised of approxi-
mately 200 pages of detailed financial statements, notes,
schedules and reports. For financial reporting purposes, the
Harris County Flood Control District, the Harris County Juvenile
Board, and the Harris County Sports & Convention Corporation
are included in the operations and activities of the County as
blended component units of the primary government. The
CAFR was audited by Deloitte & Touche, LLP, and received an
unqualified opinion.

The Popular Annual Financial Report, which was prepared by
the Harris County Auditor's Office, summarizes the financial
activities of the primary government of Harris County. The
reports and statements contained in the PAFR condense and
simplify our 2011 Comprehensive Annual Financial Report for
all Harris County funds. The information in this report is
unaudited, and not in accordance with generally accepted
accounting principles due to the condensed and simplified
presentation and absence of notes to the financial statements.

As you review our Popular Annual Financial Report, | invite you to share any questions, concerns or
recommendations you may have. Those seeking a deeper understanding of the County’s finances are
encouraged to review a copy of the County’s CAFR. Questions concerning any data provided in the
PAFR or requests for additional financial information should be addressed to the County Auditor’s
Office, 1001 Preston, Suite 800, Houston, Texas 77002 or by visiting the County’s website at
www.hctx.net/auditor.

Sincerely,

b

Barbara J. Schott, CPA
Harris County Auditor
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Organization

Harris County had 15,258 employees at February 28, 2011. Administration of Justice, which includes law
enforcement and the courts, accounts for the majority of employees. Twenty percent of County employees
work in County Administration and 10 percent in Health and Human Services. The number of employees by
function is displayed in the table below.

Number of Harris County Employees

Administration of Justice County Administration Health & Human Services Road & Bridges
8,779 3,032 1,467 597

TOTAL 15,258

Parks Tax Administration Flood Control
670 378 335

Most Requested Sites on

Harris County Website

Voter Information
County Clerk Election Information
Appraisal District
Search appraisal records, view and print
parcel maps and forms
County Budget
County’s Current Fiscal Year Budget
County Check Register
County’s Check Register by Month
Auditor’s Office Vendor Payment Search
County Expenditure Payments to employees
and vendors.

Harris County is one of 103 local governments nationwide County Financials
to be awarded a perfect score on government transparency County’s Financial Statements and Reports
by Sunshine Review, a national non-profit that recently Current Tax Rates

. Property and Hotel Occupancy Tax Rates
evaluated the Web sites of every state and more than Imposed by Harris County
6,000 local governments. Emergency Management

Real-time rainfall and flooding information
Employment Opportunities

Sunshine Review granted Harris County a "Sunny Award" = . .
Application and available openings

after an evaluation of the COl_Jnty's Web site, www.hctx.ne_t, County Auditor’s Office
showed the county provided the necessary public County’s Annual Utility usage and
information in all 10 categories evaluated. expenses posted in accordance with

House Bill 3693
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%ofile of Harris County

A Brief History

Archeological sites in Harris County reveal evi-
dence of human habitation as far back as 6,000
years ago. In 1528, the Texas Gulf Coast was
claimed by Spain and in 1821 the region became
part of an independent Mexico. The Mexican gov-
ernment granted Stephen F. Austin permission to
establish a colony that included Harris County. In
1826, John R. Harris, one of the colony’s early
settlers, opened a store and built a saw mill where
Brays Bayou joined Buffalo Bayou. After Texas
became independent, Harrisburg County was
formed, but in 1839, the county’s name was
changed to Harris County in honor of John R. Har-
ris.

In 1836, two other early Harris County settlers, A.
C. and John Allen, set aside a full square block in
their original plat of Houston for a County Court-
house. It was called “Courthouse Square”. In
March of 1837, County government convened un-
der the boughs of a Courthouse Square tree until a
courthouse could be built. In 1838, the county’s
first courthouse was completed and was situated
on the northwest corner of the square. It was a
crude log cabin with a broad passage between the
two rooms. On one side of the passage was a
courtroom and the other was a jail. The jail was
simply a square log box having neither doors nor
windows. A trap door in the roof was used to lower
prisoners inside with a ladder.

1884 County Courthouse

In 1851, a two-story brick structure was built and
stood staunchly until 1857, when “instability in the
walls” raised fears and it was vacated. In 1860, a
$25,000 two story masonry structure was begun,
but was converted into a Confederate ammunition
factory and military officers’ quarters. After the Civ-
il War, repairs and remodeling went on for 15
years. In 1882, a storm damaged the building so
badly it was declared unsafe and torn down to
make room for a “larger and more pretentious
building.” A Victorian style structure costing
$98,000 and hailed as a “first class” courthouse
was built in 1884. It stood for twenty five years be-
fore being replaced in 1910.

1910 County Courthouse

The fifth courthouse was constructed of pink Texas
granite and brick, reaching 210 feet into the modest
Houston skyline. In 1910, this was almost 100 feet
above the highest point of any other Houston build-
ing. The stairwell and rotunda was lined with “the
most perfectly matched marble in the United States”.
Every piece was measured and fitted at the Georgia
quarry and the panels were placed so that the veins
of the marble formed all kinds of figures - from owls
and peacocks to women’s figures. The courthouse
attracted visitors from all over the country.

Geographic Location and Population

Harris County is located in the Gulf Coast region of
Texas approximately 50 miles from the Gulf of Mexi-
co and covers over 1,700 square miles with over 4
million residents. Harris County, the nation’s third
most populous, gained over 690,000 residents from
the 2000 census to 2010.

Services

Harris County is a political subdivision of the State of
Texas and Commissioners Court is the governing
body of the County. It is composed of the County
Judge elected from the County at large, and four
Commissioners, each elected from a separate pre-
cinct, all elected for four year terms. The County
Judge is the presiding officer of the Commissioners
Court.

The County (the primary government) and its compo-
nent units, solely or in cooperation with other local
governmental entities, provide a full range of ser-
vices as allowed by the Texas Constitution and Stat-
utes including construction and maintenance of roads
and bridges, health and housing services, social ser-
vices, judicial and law enforcement, juvenile and
adult justice programs, economic development, a
library system, parks, recreation and cultural enrich-
ment, flood control, a sports and entertainment com-
plex, and general administration.



( Harris County Component Units \

Harris County Flood Control District

Harris County Hospital District

Harris County Juvenile Board

Harris County Sports & Convention Corp.
Children’s Assessment Center Foundation, Inc.

Mental Health & Mental Retardation Authority
of Harris County

Harris County Industrial Development Corp.
Harris County Housing Finance Corp.
Harris County Health Facilities Development Corp.

Harris County Cultural Education Facilities
Finance Corp.

® Friends of Countypets

\_ v

Harris County, Texas
Operating Indicators—Fiscal Year 2010

Administration of Justice
9,321 cases investigated by the Medical Examiners
Office
537,086 filings with the Justice of the Peace Courts
104,177 new cases filed with the County Courts
140,854 cases filed with the District Courts

County Administration

257,908,836 annual traffic on Harris County web-
sites

582,386 real property filings

Health & Human Services
17,557 food inspections performed by PHES Dept.
Library program attendance of 419,894

Parks
147 active parks

Road & Bridges
6,454 road miles
598 toll road lane miles
23 bridge miles

Tax Administration
1,544,299 tax account statements
1,891,033 voter registrations

Source: Reported by County Departments
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Comptroller
[.eadership
Circle Member

The Texas Comptroller of Public Accounts
awarded Harris County the Gold Leadership
Circle Award for its efforts to make its finances
open and accessible to all county residents.




¢ Ehe Harris County Auditor’s Office

The County Auditor is responsible for the accounting
and internal audit functions for Harris County, the Toll
Road Authority and the Harris County Flood Control
District. Although not all inclusive, the following enu-
merates the County Auditor’s responsibilities:

e Strict enforcement of the laws governing county
finances as set forth by state statute.

e Maintain the integrity of financial administration
in County government by jointly approving or
rejecting claims for disbursement of County
funds as entrusted by law in a dual control sys-
tem of “checks and balances” with Commission-
ers Court.

o Provides general oversight of the books and
records of all County Officials which include stat-
utory compliance and financial reviews.

. Keeps the general accounting records and
prepares financial reports.

) Prescribes the system of accounting for the
County.

. Audits the records and accounts of the vari-
ous elected and appointed officials and depart-
ment heads.

. Administers the County budgets as approved

by the Commissioners Court.

. Forecast revenues for budgetary formulation
purposes.

e Payroll processing.

The County Auditor is appointed by the State District
Judges for a two-year term.

Mission Statement

To perform professionally the statutory duties of
County Auditor with integrity, independence, and a
spirit of technological innovation while emphasizing
outstanding customer service, excellent public infor-
mation and efficient use of taxpayer resources.

Vision

Create and maintain an environment of sound fiscal
management and efficient fiscal operations at all lev-
els of county government, through aggressive ancil-
lary support, increased interactive collaboration and
communication to assure compliance with the laws
governing County finances.

EXECUTIVE DIVISION

The Executive Division consists of the County Auditor
and the Executive Administration Department. The
Executive Administration Department is an operation-
al support department within the Auditor’s Office.

ACCOUNTING DIVISION

The Accounting Division consists of the accounting
functions for the Auditor’s Office that includes the
following departments: Accounting Division Chief,
Financial Accounting, Accounts Payable, Revenue
Accounting, Grants & Accounts Receivable Account-
ing, and Continuous Monitoring.

Mike Post
First Assistant &Accounting Division Chief

AUDIT DIVISION

This division includes the following departments:
Audit Division Chief, Audit Services, Compliance
Audit, Payroll Audit, Systems & Procedures, and
Continuous Auditing. The responsibilities of the Au-
dit Division are to assist the County and other enti-
ties with the effective discharge of their responsibili-
ties, including management’s efforts to provide the
public and concerned entities with financial account-
ability; minimizing exposure to contingent liabilities;
safeguarding assets; and compliance with applicable
policies, laws, regulations, and covenants, governing
County finances.

Steve Garner
Audit Division Chief
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é?conomic Outlook for Harris County

Houston was one of the last major metropolitan
areas in the United States to slip into the recent
global recession and it was one of the first to
begin to recover. The Houston — Sugar Land —
Baytown Metropolitan Area added 13,100 jobs
from December 2009 to December 2010. Most of
the job growth occurred in the following sectors:
health care and social assistance; durable goods
manufacturing; leisure and hospitality; and food
services and drinking places.

Today, Harris County’s economy is largely based
on a broad spectrum of industries including:

Oil and gas exploration

Basic petroleum refining

Petrochemical production

Medical research and health care delivery

High technology — computers, aerospace, en-
vironmental, etc.

Government — city, county, state and federal
(i.e. NASA)

International import & export
Commercial fishing
Agriculture

Education

Banking and finance
Manufacturing and distribution
Related service industries

The Houston Association of Realtors reported a 5.7
percent decline in single family home sales during
2010 and a 4.6 percent decrease in property sales.
In April 2011, the average sales price for a single-
family home was $202,545 which was .6 percent
lower than in April 2010. The median price was
$148,000, down 2.2% from April 2010. Sales of
foreclosed properties decreased 4.6 percent in
April compared with one year earlier.

Catalysts for growth in Harris County, the Port of
Houston and the Houston Ship Channel are vibrant
components of the regional economy. The Port of
Houston is a 25-mile assembly of public and pri-
vate facilities along the Houston Ship Channel. The
Port is ranked first in the United States in foreign
waterborne tonnage; first in U.S. imports; second in
U.S. export tonnage and second in the U.S. in total
tonnage.

The Houston Ship Channel is a 52-mile inland water-
way which connects Houston to the Bay of Galves-
ton, the Gulf Intra-coastal Waterway, and the Gulf of
Mexico. It traces its origin to early trade on Buffalo
Bayou and in 1837, the first steamboat, the Laura,
ascended Buffalo Bayou to the town of Houston.
Deepened and widened over the years, the Houston
Ship Channel has become one of the busiest water-
ways in the United States and is home to the largest
petrochemical complex in the world.

In addition to the County’s moderate climate and di-
verse economic base, it offers a modern and efficient
infrastructure for people working and doing business
in the County. This includes local government that
encourages business development, high capacity
freeways, major rail lines, and state of the art tele-
communication services. George Bush Interconti-
nental Airport, located approximately 23 miles north
of downtown Houston, currently ranks third in the
country for scheduled non-stop domestic and interna-
tional service.

Harris County is the nation’s third most populous
county, ranking behind Los Angeles County, Califor-
nia and Cook County, lllinois. Twenty-three compa-
nies on the 2010 Fortune 500 list are headquartered
in Houston. Only two metropolitan statistical areas
have more Fortune 500 headquarters, New York with
74 and Chicago with 27.

2010 Top 10 Corporate
Employers in Harris County
1. Continental Airlines 14,792
2.  Exxon Mobil 13,500
3. Shell Qil 12,700
4. National Oilwell Varco, 8,500
Inc.
5. Chevron Companies 7,000
6. JP Morgan Chase 6,750
7. Jacobs Technology 6,500
8. AT&T (acquired SWB) 6,214
9. Halliburton (KBR spun 5,675
off)
10. Centerpoint Energy 4,744
(spun off from Reliant
Energy)
Source: Houston Business Journal, Harris
County Community Services Dept., Office of
Economic Development




The cost of living in Houston is among the lowest of
all urban settings in the United States. The 2010
annual average ACCRA Cost of Living Index shows
that Houston’s overall after-taxes living costs are
9.1 percent below the national average, largely due
to housing costs that are 21 percent below the aver-
age. Compared to 27 metropolitan areas with more
than two million residents, Houston’s housing costs
were 37.7 percent below the average and Houston’s
overall living costs were 18.5 percent below the av-
erage.

Educational opportunities play a key role in Harris
County’s quality of life. The County has a number of
acclaimed school districts and outstanding colleges
and universities. Major institutions of higher learn-
ing include Rice University, Texas Southern Univer-
sity, University of Houston, University of St. Thomas
and Houston Baptist University. Houston’s two
medical schools are the University of Texas Medical
School and Baylor College of Medicine.

The County’s major hospitals consistently rank
among the nation’s top institutions. Many of these
facilities are located in the Texas Medical Center, a
non-profit organization devoted to health education,

Cultural attractions within Houston include a
thriving theater district and numerous museums.
Year-round resident companies in the major per-
forming arts include the Houston Symphony Or-
chestra, the Houston Grand Opera, the Houston
Ballet, and the Alley Theater. Major museums
include the Museum of Fine Arts, the Contempo-
rary Arts Museum, and the Menil Collection.

Houston is home to a number of professional
sports teams with state-of-the art facilities. The
Astros, Houston’s Major League Baseball team,
plays its home games at Minute Maid Park; the
Texans of the National Football League made
their home at Reliant Park; and the Rockets of
the National Basketball Association and the Aer-
os of the American Hockey League share the
Toyota Center. The Houston Dynamo soccer
team plays its home games at the University of
Houston’s Robertson Stadium; however, a new
$80 million stadium is planned for the 2012 sea-
son. In addition, collegiate teams from the Uni-
versity of Houston, Rice University, Texas
Southern University and Houston Baptist Uni-
versity compete in most major sports.

Ben Taub General Hospital

research and patient care. Located just south of
downtown Houston, the Texas Medical Center in-
cludes 13 hospitals, two medical schools, four nurs-
ing schools, two schools of pharmacy, and schools
of dentistry and public health. The Texas Medical
Center is at the forefront of research and treatment of
cancer and heart disease.

Reliant Stadium

(¢
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%ancial Policies and Major Initiatives

Financial Policies

Some of the County’s financial policies are:

e The County’s policy has been for expenditures to be
budgeted and controlled so that at the end of the fis-
cal year the minimum unreserved balance for operat-
ing funds would be no less than 15% of fiscal year
expenditures;

e The County will need to focus on rebuilding its reserve
capacity while controlling expenditures in order to meet
the targeted minimum;

e Tax anticipation notes for annual cash flow purposes
will be issued for the general operating fund;

e Sustaining the County’s high bond rating; and

e The County’s investment policy has been adopted to es-
tablish policies and procedures that enhance opportuni-
ties for a prudent and systematic investment of County
funds. The County’s general objectives in investing its
funds are: understanding the suitability of the investment
to the financial requirements of the County, preservation
and safety of principal, liquidity, marketability of the in-
vestment if the need arises to liquidate the investment
before maturity, diversification of the investment portfolio,
and yield. The "prudent person" standard has been
adopted for managing the portfolio for the County. To
ensure safety of public funds, the policy adheres to
Chapter 2256 of the Texas Government Code, The Pub-
lic Funds Investment Act, and the statutory requirements
of Local Government Code 116.112.

-

\_

Harris County
Long Term Bond Ratings

Bond Rating Bond Rating
Service
Moody Investment

Service, Inc. Aaa
Standard & Poor’s

Rating Service AAA
Fitch Group, Inc. AAA

N

K Fair Market Value

Harris County Cash and Investments*
1 010
U.S. Agency Notes $1,215,355,576 $1,278,643,882
Commercial Paper 586,568,579 555,645,361
Money Market Mutual Funds 427,362,245 348,722,111
Local Governments 189,221,255 229,078,743
Demand and Time Deposits 332,829,412 478,087,134
Total Cash and Investments $2,751,337,067 $2,890,177,231

\ *This schedule includes Fiduciary Funds J




Major Initiatives

Flood Control District - The District has $419.4 million available as part of a five-year cycle for continuation
of its capital program. Projects include using FEMA grants for County-wide buyouts, federal flood damage
reduction projects, and tributary flood damage reduction projects. The District receives funding for its projects
through a combination of bond funds, cost-sharing partnership arrangements with other entities, and commer-
cial paper.

Toll Road Authority - The Authority continues moving forward on projects authorized by Commissioners
Court including the Hardy Toll Road Downtown Connector and the widening of Sam Houston Tollway from
U.S. 59 South to State Highway 288.

Precinct Roads — Projects estimated to cost $229.2 million are under design and available to bid.

Parks — Certain park areas and trails have been blended with flood control storm water detention sites for the
benefit of public use while retaining a primary flood control protection purpose.

County Buildings - Various County facility projects are underway or are being considered. Some of the pro-
jects and estimated costs include the following:

/ Harris County Facilities Major Projects \

Facility Estimated Cost
North Bayou Central Plant $28,000,000
Additional Criminal Justice Center Elevators 6,000,000
Replace County Clerk Warehouse Space Lost by Fire 4,700,000
Replace 701 San Jacinto Elevator System 4,400,000
Replace Administration Building Elevator System 3,000,000
Renovate Institute of Forensic Science DNA Lab 2,700,000

\ TOTAL $ﬁ&,&)

The new Jury Assembly Room and Transportation The newly restored Harris County Courthouse,
Plaza project is the newly finished centerpiece for built in 1910, has been returned to its original
the recently consolidated Harris County Courts condition and glory.

complex. Four 250-seat jury assembly rooms will
feed civil, criminal, juvenile and family courts.

11
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e gilnancial Position Statement

Summary

The Harris County Financial Position Statement, known
in accounting terms as the “Statement of Net Assets”
presents the financial condition of the County at a spe-
cific point in time (in this case, as of the end of the
County’s fiscal years, February 28, 2011 and February
28, 2010).

Financial Statements Comments

The financial information in the Harris County Financial
Position Statement and the Harris County Financial
Activity Statement is derived from information present-
ed in the Harris County’s Comprehensive Annual Fi-
nancial Report (“CAFR”) for 2011. The CAFR is lengthy
and somewhat complex. However, it is available on the
County Auditor's webpage, which can be accessed
from the County’s website, www.co.harris.tx.us/auditor.
The condensed statements presented herein do not
include the detail presented in the CAFR including foot-
notes required for full disclosure. In addition, the state-
ments do not include information related to Harris
County’s discrete component units (separate legal enti-
ties whose financial information is provided in the
CAFR separately from the County’s financial infor-
mation).

The CAFR distinguishes between Governmental Activi-
ties and Business-Type Activities. Governmental Activ-
ities are generally financed through taxes, intergovern-
mental revenues, fines, grants, etc. Business-Type
Activities such as Harris County’s Toll Road Authority
are financed by fees charged to external parties for

goods or services. The Financial Position State-
ment and the Financial Activity Statement included
in the PAFR combine Governmental Activities and
Business-Type Activiites for reporting purposes.

Assets

Cash is the amount of physical cash held by the
County in checking accounts and on-hand to pay
expenses. Investments are funds not required to
pay current expenses which are invested in a varie-
ty of securities such as U.S. government agency
notes, commercial paper, money market mutual
funds, and local government securities. This al-
lows the County to earn interest on its surplus
cash. Cash and investments decreased during
fiscal year 2011 due to lower interest rates through-
out the year and a weakened economy causing the
need to spend cash reserves.

Receivables are amounts owed to the County by
external parties and includes property taxes, ac-
counts receivable, and notes receivable.

Capital assets include land, structures, improve-
ments, park improvements and facilities, infra-
structure, equipment, vehicles, machinery, other
tangible and intangible assets, and construction in
progress.

Other assets are assets that cannot be classified
in any other asset category. These include prepaid
accounts, inventory, and deferred charges.

Harris County Financial Position Statement

Assets
Cash
Investments
Receivables
Capital Assets
Other Assets
Total Assets

Liabilities
Amounts Owed to Employees & Vendors
Other Current Liabilities
Long Term Liabilities

Total Liabilities

Total Assets over Total Liabilities

Fiduciary funds are excluded.

ponent units of Harris County.

combinations of accounting data that would not be allowed by GAAP.

Harris County Flood Control District, the Harris County Juvenile Board, and the Harris County Sports & Convention Corporation are included as blended com-

Readers of the Financial Position Statement and the Financial Activity Statement should keep in mind that these statements are presented on a non-GAAP
basis. Non-GAAP means that the statements do not comply with generally accepted accounting principles. The statements include summarizations and

2011 2010
$ 618,375,103 $ 715,531,651
1,809,716,855 1,805,039,634
272,199,231 293,852,685
14,031,930,398 13,882,392,918
103,596,261 75,945,191

16,835,817,848 16,772,762,079

328,490,910
114,366,895
_6.030,505,127
6,473,362,932

341,607,733
115,099,922
5,865,975,226
6,322,682,881

$10,362,454,916 $10,450,079,198




Liabilities

Amounts Owed to Employees and Vendors are
funds the County owes individuals and companies for
goods or services with expected payment due within
12 months.

Other Current Liabilities include unearned revenue,
funds due to other governmental units, and accrued
interest.

Long Term Liabilities represent amounts owed for
bonds, commercial paper, and notes the County has
issued, as well as the liability associated with interest
rate swaps, compensatory time, capital leases, judg-
ments, other Post Employment Benefits (OPEB), pol-
lution remediation obligations, and other long term
liabilities. The County issues debt to finance an on-
going capital improvement program. Long term liabil-
ities increased during the year due in part to an in-
crease in Flood Control bond’s payable, an increase
in OPEB obligations and the implementation of Gov-
ernmental Accounting Standards Board Statement
No. 53, Accounting and Financial Reporting for Deriv-
ative Instruments.

Total Assets Over Total Liabilities

This amount represents the difference between the
assets of the County and the liabilities owed. Total
assets over total liabilities may serve over time as a
useful indicator of a government’s financial position.
In the case of the County, assets exceeded liabilities
by $10,362,454,916 for fiscal year 2011 and
$10,450,079,198 for fiscal year 2010. The costs of
services rendered exceeded the resources received
during fiscal year 2011, decreasing net assets by
$87,624,282.

Capital Assets

The County’s capital assets include land, improve-
ments, structures, park improvements and facilities,
infrastructure, equipment, vehicles, machinery, other
tangible and intangible assets, and construction in

Capital Assets

Land

Infrastructure 30%

50% Buildings

9%

Construction
In Progress
4%

Flood
Control
Projects
3%
Equipment  |ntangible
% Assets
2%

Other
1%

progress. Major capital asset projects include the
following:

+ The County has several ongoing capital im-
provement projects, including a new Plaza/Jury
Assembly Facility with a tunnel connection to
the Civil Justice Center, John Phelps Court-
house (Pasadena), and restoration of the 1910
Civil Courts Building.

* The Flood Control District participated in ongo-
ing flood damage reduction and mitigation pro-
jects in cooperation with the Federal Emergen-
cy Management Agency and the United States
Army Corps of Engineers.

e The Harris County Toll Road Authority has sev-
eral ongoing projects, including the Hardy Toll
Road Downtown Connector.

Bonded Debt and Commercial Paper

Bonded debt of the County consists of various is-
sues of General Obligation Bonds, Certificates of
Obligation and Revenue Bonds. General Obliga-
tion Bonds and Certificates of Obligation are direct
obligations of the County with the County’s full faith
and credit pledged toward the payment of this debt.
Revenue Bonds are generally payable from the
pledged revenue generated by the respective activ-
ity for which the bonds are issued. In addition to
the outstanding bonded debt of the County, the
Commissioners Court has established a general
obligation commercial paper program secured by
ad valorem taxes for the purpose of financing vari-
ous short-term assets and temporary construction
financing for certain long-term capital assets.

Long Term Liabilities

Bonds Payable
$5,321,181,639

Commercial
Paper
$343,163,000

Other Long Term Liabilities
$366,160,488

Bonds Payable

Toll Road

$2,704,676,608 Harris County

$1,892,720,706

Flood Control
$723,784,325

13
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e gilnancial Activity Statement

Summary

The Financial Activity Statement, known in ac-
counting terms as the “Income Statement” provides
a record of funds received and spent during the
year. Explanations of specific resources and ser-
vices are provided as follows.

Resources Received

Resources Received are monies the County re-
ceives from a variety of sources in order to pay for
the services it provides.

Property and Hotel Occupancy Taxes of
$1,150,989,577 were the largest revenue source
for governmental activities and 46% of total reve-
nues. The tax rate was $.38805 per $100 of as-
sessed value for fiscal year 2011. The taxable val-
ue decreased in fiscal year 2011 to
$273,032,156,000 from the taxable value in the
prior fiscal year of $285,090,656,000.

Charges for Services are resources from various
County departments and agencies for fees paid to
them, such as fees collected by the tax collector,
charges for patrol services, and court costs and
fees. Toll Road receipts are also included as
charges for services. Toll Road receipts increased
$25.8 million from fiscal year 2010 to fiscal year
2011.

Intergovernmental Revenue include grants, reim-
bursements or contributions to the County from

other governmental agencies. Capital grants and
contributions increased from the prior year primarily
due to an increase in contributions from the Army
Corps of Engineers in conjunction with work on the
Brays Bayou project and an increase in road dedica-
tions and donations.

Investment Earnings include interest earned, real-
ized and unrealized gains on County investments.
Since interest rates declined during fiscal year 2011,
the County’s investment earnings decreased.

Miscellaneous Resources received are revenue
receipts that cannot be classified in any other catego-

ry.

( County Ad Valorem Tax Rates \

Purpose 2010
Harris County
Maintenance & Operation $0.33401
County Debt Service 0.03635
Road Bond Debt Service 0.01769
Toll Road Authority Tax
Bond Debt Service -0-
Total Harris County Tax Rate 0.38805
Harris County Flood Control District 0.02923
Port of Houston Authority
Debt Service 0.02054
Harris County Hospital District 0.19216
Total County-Wide Ad
Valorem Tax Rate $0.62998
(Table reflects ad valorem tax rates per $100 of

k assessed value levied by Harris County) )

Harris County Financial Activity Statement

Resources Received
Taxes
Charges for Services
Intergovernmental Revenue
Investment Earnings
Miscellaneous

Total Resources Received

Services Rendered
Administration of Justice
Parks
County Administration
Health & Human Services
Flood Control
Tax Administration
Roads & Bridges
Interest & Fiscal Charges
Toll Road
Other Business Type Activity

Total Services Rendered

Resources Received over
Services Rendered

Fiduciary Funds are excluded.
Miscellaneous resources includes the gain on capital assets.

2011 2010
$1,150,989,577 $1,226,410,742
744,990,466 727,384,728
521,529,677 304,137,884
20,337,319 53,089,121
46,221,956 59,276,216
2,484,068,995 2,370,298,691
929,888,978 961,587,874
94,144,575 91,593,887
326,161,689 342,683,367
199,517,570 220,089,602
99,304,877 103,435,364
36,151,768 38,137,363
387,325,558 381,380,304
127,520,446 127,220,370
363,266,054 360,048,350
8,411,762 9,983,008
2,571,693,277 2,636,159,489
$_(87,624,282) $_(265,860,798)




Services Rendered

Services Rendered are the funds spent to provide
services to citizens.

Administration of Justice expenses include the
costs of administering justice through the civil and
criminal courts, Pretrial Services, District Attorney,
District Clerk, Medical Examiner, Juvenile Proba-
tion, Constables, and the Sheriffs Department.
The decrease in expenses from fiscal year 2010
correlates to a decrease in personnel and a hiring
freeze that was in effect throughout the fiscal year.

Parks expenses are the costs of maintaining the
County’s parks.

County Administration expenses are incurred for
administrative offices including Commissioners
Court, Management Services, Auditor's Office,
County Treasurer, Purchasing, County Attorney,
Information Technology Center and other adminis-
trative areas of the County. These expenses de-
creased $16.5 million from the prior fiscal year pri-
marily due to personnel reductions that occurred
during the year.

Health and Human Services expenses include
the costs of providing public health assistance,
social services, economic development, and librar-
ies.

Resources By Source

Year Ended February 28, 2011

Flood Control expenses are the costs to adminis-
ter the Harris County Flood Control District and
maintain the flood control system of drainage
ditches and buyouts throughout the County.

Tax Administration expenses are the expenses in-
curred in the collection of taxes for the County.

Roads and Bridges expenditures are the costs in-
curred to maintain County roads and bridges. The
County owns and maintains over 6,000 miles of roads
and bridges.

Interest and Fiscal Charges are primarily expenses
related to the issuance and repayment of County
bonds.

Toll Road expenses are the costs of operating the
Harris County Toll Road Authority and maintaining
the roads within the toll road system. The Toll Road
function increased $3.2 million from the prior fiscal
year and is primarily attributable to interest and fees
incurred on outstanding debt balances.

Other Business-Type Activities are services that
are self-supporting through user charges. These
include Subscriber Access, Parking Facilities, and
the Sheriff's Commissary.

Expenses By Function
Year Ended February 28, 2011

Charges for Services

Taxes 30%

Toll Road

Roads & Bridges 14%

15%

County
Administration
13%

8%

Health &
Human Services

Intergovernmental
Revenue
21%

Misc.
2%

Interest &
Fiscal Charges
5%

Investment
Earnings 1%

Flood
Control
4%

Administration of
Justice
36%

Tax Parks
Other Admin. 4%
0% 1%
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%perty Taxes

Property taxes are a large revenue source for governmental activities, and is 45% of the total resources re-
ceived. Tax rates are levied for maintenance and operations and debt service requirements. The respective tax
rates which were adopted in 2010 for the County per $100 of taxable value are: $0.33221 for the General Fund,
$0.00180 for the Public Improvement Contingency Fund, and $0.05404 for debt service, for a total of $0.38805 for

Harris County excluding component units.
2011.

The taxable assessed value was 273,032,156,000 at February 28,

Comparison of the Property Tax Rate versus

Taxable Assessed Valuation Millions
0.41000 $300,000
_ __ St
0.40000 \ /_ — $27%,000
£260,000
0.39000 g — o $225.000
ﬂm T T T T 1 m,m

2006 2007 2008 2009 2010

Tax Levy Year

nlllen Pyoperty Toz Fate =sllles Tazable Assesrsd Valnation

$1,200
$1,000
$800
$600
$400
$200
$-

Thousands

H Adjusti

®Total Collections
S——

Tax Levies and Collections

2006 2007 2008 2009

Fiscal Year

2010 2011

ed Levy Adjusted Levy and Total Collection as of End of FY 2011

(except Flood Control District)

Harris County, Texas

2011 Principal Property Tax Payers

2010 Taxable % of Total 2010
Rank Taxpayers Valuations (a) Taxable Valuation (b)
1 Exxon Mobil Corporation $ 2,699,284 0.99%
2 CenterPoint Energy, Inc. 2,397,515 0.88%
3 Shell Oil Company 1,862,692 0.68%
4 Chevron Chemical Company 1,294,400 0.47%
5 National Oilwell Inc. 1,225,750 0.45%
6 Hines Interests Ltd Partnership 1,065,135 0.39%
7 Crescent Real Estate 1,028,245 0.38%
8 Houston Refining 953,784 0.35%
9 Hewlett Packard Company 915,543 0.34%
10 Equistar Chemicals LP 888,184 0.33%
11 AT&T Mobility LLC 871,762 0.32%
12 Walmart 731,711 0.27%
13 Lyondell Chemical 634,045 0.23%
14 Cullen Allen Holdings LP 632,089 0.23%
15 Amoco Chemical Company 550,690 0.20%
$17,750,829 6.51%
Source: Harris County Appraisal District
(a) Amounts shown for these taxpayers do not include taxable valuations, which may be substantial, attributable
to certain subsidiaries and affiliates which are not grouped on the tax rolls with the taxpayers shown.
(b) Based on the County’s total taxable value as of February 28, 2011.

Harris County, Texas

2011 Assessed Value Taxable Value By Type

(Billions)

2011 Total Taxable % of

Rank Taxable Type Assessed Value Total
1 Residential & Rural Improved $117.276 42.95%
2 Commercial 60.527 2217%
3 Commercial Personal 24.167 8.85%
4 Industrial Personal 23.624 8.65%
5 Apartments 18.040 6.61%
6 Industrial Real 15.106 5.53%
7 Vacant Land 9.254 3.39%
8 Utility 4.419 1.62%
9 Other 0.619 0.23%
$273.032 100.00%

16 Source: Harris County Appraisal Districts’ Adjusted Certified Roll as of February 25, 2011.




%Vernment-wide Financial Trends

Cash and Investments
$3,000,000,000
$2,500,000,000
$2,000,000,000
$1,500,000,000
$1,000,000,000
$500,000,000
$0
2006 2007 2008 2009 2010 2011
Fiscal Year

The above graph includes cash and investments (excluding fiduciary funds) that are available for use as well
as restricted cash and investments (and collateral held by others). Investments are stated at fair value.

Outstanding Commercial Paper and Bond Indebtedness

Fiscal Year

$0 $1 $2 $3 $4 $5 $6
Billions
M TollRoad Bonds - Toll Road Commercial Paper
B Harris County Bonds ® Harris County Commercial Paper

The County issues debt to finance an ongoing capital improvement program. Harris County Bonds also in-
cludes Flood Control bonds.

Resources Received and Services Rendered
$3,000,000,000 -

$2,500,000,000 -

$2,000,000,000 -

$1,500,000,000

$1,000,000,000

$500,000,000

$0
2006 2007 2008 2009 2010 2011
Fiscal Year

e=g=» Resources Received === Services Rendered

Resources received are monies the County receives from a variety of sources to pay for the services it pro-
vides. Services rendered are the funds spent to provide services to citizens.
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%mographics / Key Indicators

Harris County Population & Unemployment Rate

Unemployment Rates

e Harris County === State of Texas ===== United States
10.0%

4,200,000 9.0%
L so% 9.0% //\
& 4,000,000 7.0% 8.0% / ﬁ“
% [ 6.0% 7.0%
o 3,800,000 - 5.0% /
o 6.0%
- 4.0% /
0,
3,600,000 3.0% 5.0%
2005 2006 2007 2008 2009 2010 4.0%
Calendar Year 3.0%
e 3 amgu—
Population Unemployment Rate 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
Source: Population - U.S. Census Bureau; Unemployment (LAUS) - Texas Workforce Commission SOURCE: Texas Workforce Commission - unadjusted as of December
Flood Control Sites by A Road/Bridge Miles & Toll Road Miles
ood Control Sites creage
y g 7,000 120
6,900 ——
25,000 - 6,800 - 115
6,700
) - 110
20,000 - 6,600
6,500 — - 105
15,000 6.400 - .
10,000 - 5,300 7
6,200 - - 95
5,000 6,100 7
2005 2006 2007 2008 2009 2010 €,000 %
Fiscal Year 2005 2006 2007 2008 2009 2010
® Basins ® Channels Fiscal Year

Source: Reported by County Depts.
Includes easements and fee simple ownership.

@=9==Road/Bridge Miles «=@=>Toll Road Miles
Source: Reported by County depts.

Al
3\ ‘) /)

Cases Filed in District Court

60,000 - _ —
50,000 ‘ I
EINININI
) A IR0 |
i B R B |
20,000 e R — e B
2005 2006 2007 2008 2009 2010
Fiscal Year
ECriminal ®Civil ®Family/Juvenile

urce: Reported by County Dept. Cases filed with District Clerk: Criminal Courts-Incoming
ses include Appeals, Misdemeanor or Indictments, Felony Indictments, Complaints,
rits, Motions to Revoke Probation and Motions to Adjudicate; Civil Courts include Tax
ses; Family & Juv. Courts—Include CPS and Delinquency Cases.

Jail Prisoners—Average Per Day

13,000
11,000 o
9,000 F-
7,000 ¥~

5,000

2005 2006 2007 2008 2009 2010

Fiscal Year

Source: Reported by County Sheriff's Dept.




General Fund 1000—Cash & Investment Comparison

$300,000,000

$250,000,000

$200,000,000

$150,000,000

]“L

$100,000,000
$50,000,000

2007 2008 2009 2010 2011

W nvestments ™ Cash

General Fund 1000
Revenue & Expenditure Comparison

$1,500,000,000
$1,300,000,000
$1,100,000,000

$900,000,000
$700,000,000
$500,000,000
2007 2008 2009 2010 2011
H Revenues B Expenditures

Excludes otherfinancing sources (uses).

General Fund 1000—Historical Fund Balance

$240,000,000 —
$220,000,000
$200,000,000
$180,000,000
$160,000,000
$140,000,000
$120,000,000
$100,000,000
$80,000,000
$60,000,000
$40,000,000
$20,000,00$0

$(20,000,000)

2007 2008 2009 2010 2011

Prior to FY 2010 the General Fund included monies that were restricted for mobility/connectivity.

$34.2 million was transferred to the General Fund from the County’s Mobility Fund
in FY 2012 for prior year expenditures incurred in the General Fund. The transfer
will be reported in FY 2012 financial statements since it was approved in FY 2012
by Commissioners Court.

Harris County’s Population is 3rd Largest in Nation

12,000,000
9,818,605
10,000,000
8,000,000 -
5,194,675
6,000,000 -
4,092,459 3 817,117
4,000,000
2,000,000
0 -
Los Cook Harris Maricopa San Orange
Angeles County, County, County, Diego County,
County, IL TX AZ County, CA
CA CA

SOURCE: December 2010 U.S. Census Bureau ReBorts

Governmental Activities Long Term Liabilities
Per Capita (Person) Compared to Other Counties

$1,600
$1,400 $1,352
$1,200 -
$1,000 - 4738 $777
$800 - $760
$600 -
$400 -
$200 -
$0 -
Maricopa Orange SanDiego King Los Santa Harris Clark
County, County, County, County, Angeles Clara County, County,
AZ CA CA WA County, County, X NV
CA CA

SOURCE: Harris County Long Term Liabilities for Governmental Activities CAFR "Note 10" and
the most current reported CAFR of each county
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Commissioner's Court

County Judge
Precinct 1
Precinct 2
Precinct 3
Precinct 4

Sheriff

District Attorney

County Attorney

Tax Assessor/Collector

District Clerk

County Clerk

County Treasurer

Justices of the Peace

Precinct 1, Position 1
Precinct 1, Position 2
Precinct 2, Position 1
Precinct 2, Position 2
Precinct 3, Position 1
Precinct 3, Position 2
Precinct 4, Position 1
Precinct 4, Position 2
Precinct 5, Position 1
Precinct 5, Position 2
Precinct 6, Position 1
Precinct 6, Position 2
Precinct 7, Position 1
Precinct 7, Position 2
Precinct 8, Position 1
Precinct 8, Position 2

Constables

Precinct 1
Precinct 2
Precinct 3
Precinct 4
Precinct 5
Precinct 6
Precinct 7
Precinct 8

Emmett, Edward
Lee, El Franco
Morman, Jack
Radack, Steve
Eversole, Jerry
Garcia, Adrian
Lykos, Pat
Ryan, Vince
Sumners, Don
Daniel, Chris

Stanart, Stan

Sanchez, Orlando

Gorczynski, Dale M.
Patronella, David M.

Delgado, JoAnn
Risner, George E.
Parrott, Mike
Coffey, Don
Adams, J. Kent
Lawrence, Tom
Ridgway, Russ
Williams, Jeffrey S.
Vara, Richard C.

Rodriguez, Armando V.

Green, Hilary
Burney, Zinetta
Williamson, Holly
Ditta, Louie

Abercia, Jack F.
Freeman, Gary L.
Jones, Ken
Hickman, Ron
Camus, Phil
Trevino, Victor
Walker, May

Bailey, Bill (resigned May 31, 2011)
Sandlin, Phil (appointed June 1, 2011)

%‘ris County Elected Officials as of February 28, 2011

District Judges - Civil Courts

11th District Court

55th District Court

61st District Court

80th District Court

113th District Court
125th District Court
127th District Court
129th District Court
133rd District Court
151st District Court
152nd District Court
157th District Court
164th District Court
165th District Court
189th District Court
190th District Court
215th District Court
234th District Court
269th District Court
270th District Court
281st District Court
295th District Court
333rd District Court
334th District Court

Miller, Mike
Shadwick, Jeff
Bennett, Al
Weiman, Larry
Donovan, John
Carter, Kyle

Sandill, R.K.
Gomez, Michael
McFarland, Jaclanel
Engelhart, Mike
Schaffer, Robert
Wilson, Randy
Smoots-Hogan, Alexandra
Rendon, Josefina
Burke, Bill

Kerrigan, Patricia J.
Kirkland, Steven E.
Rondon, Reece
Hinde, Dan
Gamble, Brent
Matthews, Sylvia A.
Baker, Caroline E.
Halbach, Joseph J. "Tad" Jr.
Wise, Ken

District Judges - Criminal Courts

174th District Court
176th District Court
177th District Court
178th District Court
179th District Court
180th District Court
182nd District Court
183rd District Court
184th District Court
185th District Court
208th District Court
209th District Court
228th District Court
230th District Court
232nd District Court
248th District Court
262nd District Court
263rd District Court
337th District Court
338th District Court
339th District Court
351st District Court

Guerrero, Ruben
Reagin, Shawna L.
Fine, Kevin
Mendoza, David
Roll, Randy
Brown, Marc

Barr, Jeannine
Velasquez, Vanessa
Krocker, Jan
Brown, Susan
Collins, Denise
McSpadden, Michael
Carter, Marc

Hill, Belinda

Keel, Mary Lou
Campbell, Joan
Bradley, Denise
Wallace, Jim
Ritchie, Herb
Jones, Hazel B.
Jackson, Maria T.
Ellis, Mark Kent



%ris County Elected Officials (cont’d.)

District Judges - Family Courts

245th District Court
246th District Court
247th District Court
257th District Court
280th District Court
308th District Court
309th District Court
310th District Court
311th District Court
312th District Court

Moore, Roy L.

York, Jim

Hellums, Bonnie Crane
Warne, Judy
Bradshaw-Hull, Lynn
Lombardino, James
Dean, Sheri Y.

Millard, Lisa

Pratt, Denise

Farr, David

District Judges - Juvenile Courts

313th District Court
314th District Court
315th District Court

County Courts - Civil

Court at Law No. 1
Court at Law No. 2
Court at Law No. 3
Court at Law No. 4

County Courts - Criminal

Court at Law No.
Court at Law No.
Court at Law No.
Court at Law No.
Court at Law No.
Court at Law No.
Court at Law No.
Court at Law No.
Court at Law No.
Court at Law No.
Court at Law No.
Court at Law No.
Court at Law No.
Court at Law No.
Court at Law No.

O~NO O WN -

[ N N Y= U= N (e ]
a b wON-O0

Probate Courts

Court No. 1
Court No. 2
Court No. 3
Court No. 4

Court of Appeals

1st Court of Appeals
14th Court of Appeals

Devlin, Glenn
Phillips, John
Schneider, Michael

Cagle, R. Jack

Smith, Jacqueline Lucci
Storey, Linda

Lloyd, Roberta A.

Goodhart, Paula
Harmon, Bill
Fleming, Natalie C.
Clinton, John
Harris, Margaret
Standley, Larry
Derbyshire, Pam
Karahan, Jay
Wilkerson, Analia
Ross, Sherman
Bull, Diane

Brown, Robin
Smyth, Don

Fields, Michael R.
Hughes, Jean Sprading

Wright, Loyd
Wood, Mike
Olsen, Rory R.
Butts, Christine

Radack, Sherry, Chief Justice
Hedges, Adele, Chief Justice

SELECTED APPOINTED OFFICIALS

Admin. Offices of The District Courts
Bowman, Clay

County Criminal Courts at Law Mgm't
Wells, Ed (appointed May 1, 2011)

Information Technology Center
High, Bruce

Children's Assessment Center
Stolte, Elaine

Protective Services for Children and Adults
Ford, George

Texas AgriLife Extension-Harris County
Williams-Willis, Linda

County Auditor
Schott, Barbara J.

County Library
Goldberg, Rhoda

Pre Trial Services
Oeller, Carol

Domestic Relations
Simpson, David W.

Greater Harris Co. 9-1-1 Emergency Network
Schwender, Lavergne

Fire and Emergency Services
Montgomery, Michael S.

Community Services Department
Turkel, David B.

Juvenile Probation
Brooks, Tom

Management Services
Raycraft, R. L.

Institute of Forensic Sciences (ME)
Sanchez, Luis A. MD

Public Health & Environmental Services
Palacio, Herminia MD

Public Infrastructure Department
Storey, Arthur L., Jr

Purchasing
Johnson, Kelly E.

Sheriff Civil Services
Mims, William H. Jr.

21



HARRIS COUNTY, TEXAS

Information Sources
The following sources were used to compile this report:

Greater Houston Partnership
Harris County Toll Road Authority
Harris County Flood Control District
Houston Association of Realtors
Metropolitan Transit Authority

Port of Houston Authority
Handbook of Texas Online

Cover designed by

Martha Rowell

Photographs taken and/or supplied by

Tommy Jenkins

Barbara J. Schott

Harris County Judge’s Office
Association of Government Accountants
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