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HARRIS COUNTY, TEXAS
COMMISSIONERS COURT 1001 Preston, Suite 938  Houston, Texas 77002-1817  (713) 755-5113

Ed Emmett El Franco Lee Sylvia R. Garcia Steve Radack Jerry Eversole
County Judge Commissioner, Precinct 1 Commissioner, Precinct 2 Commissioner, Precinct 3 Commissioner, Precinct 4

March 6, 2009

To: County Judge Emmett and
Commissioners Lee, Garcia,
Radack and Eversole

Re. FY 2009-10 Budgets

Enclosed are schedules and materials for the FY 2009-10 budgets which will be effective for
the period of March 1, 2009 through February 28, 2010.

The county's general fund expenditures for the year ending February 28, 2009 are projected
to be $1,373,365,033, an increase of 10.17%, and $11,000,829 transfers out, for a total of
$1,384,365,862 compared to the previous year's expenditures of $1,246,496,533 and
transfers out of $8,626,956 for a total of $1,255,123,489.

The available cash balance in the general fund at February 28, 2009 is projected at $255.7
million with $56.1 million encumbered and $199.6 million of expenditures, or 14.53%,
unreserved. The Auditor's Office will provide final adjustments at a later date for cash and
modified accrual fund balances.

As shown in the table on the next page, the estimate by the Auditor of available resources for
FY 2009-10, including the above balance, is $1,605,686,875, which is $37,065,922, or 2.3%,
less than estimated actual resources for FY 2008-09 of $1,642,752,797.
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The following table shows the general fund resources by category based on the Auditor's
revenue estimates.

General Fund
($millions)

FY 2008-09
Adjusted
Estimate

FY 2008-09
Estimated

Actual

FY 2009-10
Final

Estimate
Beginning Cash $ 258.9 $ 277.8 $ 255.7
Taxes 889.6 919.0 919.7
Intergovernmental 37.1 40.3 36.8
Service Charges 200.3 198.8 204.6
Fines/Forfeitures 20.9 20.6 21.1
Reimbursements 32.2 30.9 29.6
Rentals/Concessions 4.1 4.5 4.1
Miscellaneous 10.8 17.5 8.3
Interest 9.8 9.0 4.8
Transfers/Property Sales 120.3 124.4 1.0
Revenues & Transfers $ 1,325.1 $ 1,365.0 $ 1,230.0
Total General Fund Resources $ 1,584.0 $ 1,642.8 $ 1,485.7
Mobility Fund 0.0 0.0 120.0
Total Available resources $ 1,584.0 $ 1,642.8 $ 1,605.7

Flood Control

The revenue estimate for the Flood Control operations and maintenance fund for FY 2009-
10 is $171.6 million, an increase of $13.0 million compared to last year's estimated actual.

Debt Service

Funds will be available for bond debt service expenditures for the fiscal year in the amount
of $162.8 million for the county, $198.0 million for the Toll Road Authority, $41.4 million
for Flood Control, and $48.1 million for the Port of Houston.

Departments and Policy Issues

The tables that follow show budget amounts for departments. Adjustments have been made
as necessary to accommodate decisions of the court and to balance against the Auditor’s
revenue estimate. A list of policy issues follows the budget materials.

#
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Budget Summary

Budget Calendar

The county’s budget preparation for FY 2009-10 began on November 3, 2008 when departments received
revenue estimation forms which were required to be returned to the Auditor's Office by November 26,
2008. The departments received budget request forms and budget target amounts November 11, 2008.
Officials were asked to review their responsibilities and to project financial requirements. They were
required to return completed budget forms by December 16, 2008.

Preliminary hearings were held with department heads through the Budget Review Committee January
14-16, 2009 regarding plans and objectives for the fiscal year. Commissioners Court considered the
budget and its policy issues at a public meeting on February 24, 2009. A public hearing was held and the
budget was adopted on March 10, 2009. The approved budget covers the period of March 1, 2009
through February 28, 2010.

The chart that follows provides an outline of the steps that were taken to prepare and adopt the budget.

FY 2009-10 BUDGET PROCESS

The county’s budgetary process involves comprehensive analyses of the functions of the government. By
state law, the budget is keyed to the Auditor’s estimate of revenue. Amounts budgeted in a fiscal year for
expenditures from the various funds of the county may not exceed the balances in those funds as of the
first day of the fiscal year plus the anticipated revenue for the year as estimated by the Auditor. The
budget must be considered and adopted before the end of the first month of the fiscal year.
Accountability is then required for operations to remain within available resources.

County funds are maintained in the accounting system on a cash basis during the fiscal year to conform
with the budget process, and are reported annually on the modified accrual basis of accounting.



Budget Letter & Summary -4- FY 2009-10

Budget Process

For FY 2009-10 each department received a target figure to budget against and that total figure was
adjusted with approval of the court in accordance with available resources. Each department head
decided how their budgeted amount was to be divided into line item accounts. Encumbrances were part
of the total budgeted amount.

The goal of the budget planning figure that is given to a department for use in preparation of the annual
budget is to allow that department at least the same resources it had the previous year, including
encumbrances, and, if possible, an amount for inflation, subject to the availability of funds. Once a final
budget is ready for adoption, each department gives the Budget Office its line item allocations for
placement in the Auditor’s financial system.

During the year, the department head decides on the movement of funds between line items. Each
department is encouraged to develop long-range plans and savings for future needs. The goal is for an
amount of unexpended funds to be rebudgeted by the departments for their use.

Each department head is also encouraged to restructure his or her organization when necessary in order to
control costs and meet their objectives. Salary and position changes can be requested through
Commissioners Court, subject to appropriate justification as to the department’s goals and availability of
funds within the department’s budget.

Revenue projections by the departments are provided to the Auditor for assistance in preparing the annual
estimate of revenues.

The budget calendar allows the budget to be adopted at a regular court meeting at the beginning of each
new fiscal year. This year the approval date was March 10, 2009.

Revenue and Expenditures

The total of available resources for all funds for FY 2009-10 is $5,207,042,808. The comparative
schedule for FY 2004-05 - FY 2009-10 on page 5 shows the division of these funds over the six-year
period. The table and chart on page 6 show the breakdown as to the source of each dollar of the funds
and where each dollar is going.

The general fund at $1.49 billion is the largest of the funds and accounts for revenues and expenditures
for the general operations of the county. The allocation of the general operating budget is shown in the
table and chart on page 7.
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The chart that follows shows a comparison of general operating budget totals for available resources,
revenues, and expenditures during the period of FY 2004-05 - FY 2008-09. Total resources averaged
$1.4 billion per year, with an average for beginning cash of $239 million and annual revenues of $1.15
billion. Expenditures averaged $1.13 billion per year during the period, or98.26% of revenues and
80.71% of available resources.

The table and chart that follow on page 9 show a comparison of the components of general operating
budget expenditures for the FY 2004-05 - FY 2008-09 period and the FY 2009-10 forecast.
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Taxes

The main revenue source for the general operating budget is taxes. The average for the six years in the
table on page 5 is 68.26% of total revenues. For all resources for all funds, the total, as shown in the chart
on page 6, is 37¢ for each dollar.

The taxes category for the general fund for the new fiscal year includes $917.3 million in property taxes
and $2.4 million in occupational taxes. Property taxes include current taxes, delinquent taxes, and interest
and penalties. The budget is based on a tax rate of $.33221 per $100 valuation for county maintenance
and operations.

The Tax Assessor-Collector collects the property tax in accordance with the Texas Property Code. He
also collects one-fourth of the occupational tax imposed by the state on coin-operated vending machines
in the county.

Another tax collected is the hotel occupancy tax, which goes into a special revenue fund. That tax is
imposed on a person who pays for use of a hotel or motel room. The county levy is 2% of the room price
paid within a municipality and 7% for a room outside of a municipality. A table showing revenues and
expenditures for this fund is on page 17.

Regarding the property tax, values are set by the Harris County Appraisal District. Commissioners Court
sets the tax rates for the county, flood control, Port, and Hospital District each October after receipt of an
updated tax roll. The total 2008 tax rate for all entities was $.62998, which is the same as the rate adopted
in 2007, but less than the rate of $.63998 adopted in each year between 2001 and 2006. Previously, the
rate of $.64173 was set each year between 1996 and 2000.

The table and chart on pages 11 and 12 show the taxable values that occurred in Harris County for the
period of 1985-2008 and projections for the future. The chart illustrates the economic decline that
occurred in the late 1980’s. There was a drop of over $12 billion in taxable values from a peak in 1985 to
the low point that occurred in 1989. The county had steady growth from 1990 through 2008. Recent
developments in the financial, credit and real estate markets nationally, along with significant fluctuations
in energy prices, have created a degree of uncertainty that could affect Harris County government through
ad valorem taxable valuations. The Appraisal District has recommended that the tax years 2008 and 2009
taxable valuation remain at the same level. The valuations presented are conservative pending further
review and discussions with the Appraisal District. Revised projections for 2009 will be provided to the
county in August 2009 and for 2010 through 2013 when the Appraisal District has more reasonably
determinable data.

Commissioners Court has authorized an exemption from ad valorem taxation of $5,000 or 20% of the
appraised value of a residential homestead, whichever is greater. The county allows an additional amount
of exemption for persons 65 and older or the disabled of $160,000. The following table shows a
breakdown of the county’s tax roll for the 2008 tax year and projected for 2009.
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Harris County Tax Roll
Tax Year 2008 and Projected for 2009

2009
Category ($ Billions) 2008 % (Projected) %

Residential $118.05 41.6 $118.18 41.8
Apartments 19.30 6.8 18.59 6.6
Commercial 64.98 22.9 64.89 22.9
Vacant land 10.20 3.6 10.22 3.6
Industrial 18.13 6.4 19.06 6.7
Utility 4.39 1.6 4.29 1.6
Commercial personal 24.67 8.7 24.38 8.6
Industrial personal 23.30 8.2 22.44 7.9
Other property 0.54 0.2 0.85 0.3

Totals $283.56 100.0 $282.90 100.0
Source: Harris County

Appraisal District

Harris County Appraised and Taxable Values

1985-2008 and Projected for 2009-2013

($ Billions)

Appraised Taxable

Year Value Value

1985 132.6 117.2

1986 130.9 115.6

1987 121.7 107.4

1988 118.3 107.1

1989 116.7 104.9

1990 119.9 107.7

1991 125.8 111.9

1992 126.9 111.4

1993 129.5 112.3

1994 131.2 113.4

1995 134.7 116.5

1996 138.3 120.1

1997 142.9 124.3

1998 152.0 130.4

1999 163.3 141.0

2000 179.6 154.1

2001 198.2 167.7

2002 207.7 176.2

2003 218.6 185.2

2004 231.2 193.0

2005 267.7 205.4

2006 293.4 225.2

2007 328.4 256.1

2008 366.1 281.6

2009 367.0 282.3

2010 370.8 285.2

2011 378.2 290.9

2012 389.5 299.6

2013 405.1 311.6
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State and Intergovernmental Revenues

State revenues for the general fund are estimated at $24.3 million for FY 2009-10 compared to $23.9
million that was collected last year. The estimate for state revenues includes a percentage of the state
mixed beverage tax collected by the county, $14 million; a portion of the fee assessed by the state for
hazardous waste management, $750,000; a portion of civil case filing fees returned by the state, $1.1
million; a commission from the state for bingo tax receipts, $500,000; state reimbursement for nutrition
service for children in institutions, $1 million; indigent defense, $2.4 million; and various other
reimbursements, $4.4 million.

Other intergovernmental revenues as projected should increase slightly to $12.6 million this fiscal year,
up from $11 million last year. Receipts included in this portion of general fund revenues are payments
from the U.S. Marshal’s Service for housing of federal inmates, reimbursement from the Greater Harris
County 911 Emergency Network for positions and space provided by the county, payments from school
districts for law enforcement services, and payments received for federal land entitlements.

The major increase in intergovernmental revenues are for funds received as reimbursement from the U.S.
Department of Justice for holding prisoners under the State Criminal Alien Assistance Program. The
Sheriff's Department will continue to seek federal funding for the criminal alien program in the new fiscal
year.

Fees and Service Charges

Fees and service charges are collected by various officials throughout county government. These funds
are the largest source of revenue for the county operating budget other than taxes. They are expected to
bring in $204.6 million this fiscal year, which is approximately $5.8 million more than last year, and as
shown in the table on page 7, is $29.4 million, or 16.78% more than was collected five years ago.

The largest item of fees is collected through the Tax Assessor-Collector for tax collection services for
various entities in the county, motor vehicle certificates and registration renewals, boat sales, and vehicle
emission certificates. The second largest item is from the road and bridge fee, $31.5 million, which
comes from an additional $10 fee for each vehicle registration. That amount is divided equally among the
four commissioners’ precincts for road and bridge maintenance. Other items include filing fees collected
by the County Clerk for property records, probate and county court cases, marriage licenses, and other
records, motor vehicle sales tax fees retained by the Tax Assessor-Collector, fees by constables for
subpoenas, writs, and citations, fees for copies of documents by the District Clerk, justices of the peace
charges for court services and copies of writs and orders, charges for additional peace officers for
subdivision patrol by service contracts, a courthouse security fee collected on filings of civil cases and
criminal convictions, building permits and other permit fees through the Architecture & Engineering
Division, and various other fees for services by departments.

By court policy, each department involved with a fee or service charge is to continually monitor the
extent of their cost recovery and improvements in services for the benefit of the public.

Other Revenues

Other revenues for the general fund include criminal and other fines, bail bond forfeitures, rentals of
county facilities and parks concessions, reimbursements and refunds from entities and programs for
county services and cost recovery charges, interest earnings on county funds, and miscellaneous items
such as receipts from contracts for public and inmate pay phones and long distance services, judgments
favorable to the county, cancelled checks, vending machines, and sale of surplus property and materials.
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Funds

Financial policies adopted by Commissioners Court as part of the annual budget process call for balanced
operations with expenditures controlled so as not to exceed current revenues. The court in FY 1997-98
increased the minimum unencumbered balance requirement at year's end for the general operating fund
from 8.3% of expenditures to 10%, and in FY 1998-99 the court increased the target figure to 15%.

The table that follows on page 16 shows comparative fund balances for the county’s general fund on a
cash or budget basis and the modified accrual accounting basis for the fiscal years 2004-05 through 2008-
09.

Debt service funds are provided through property taxes and revenues associated with a bond project, such
as from a parking or toll fee. Funded projects include building improvements, parks, jails, a psychiatric
hospital, commercial paper issuance, and roads. Debt service funds for the county, excluding the Toll
Road Authority and the Flood Control District, as shown on page 5, make up $380.4 million, or 7.5% of
total resources for FY 2009-10. Schedules showing debt service payments are on pages 25 and 644.

Special revenue, trust, and enterprise funds in the total amount of $353.8 million include law library,
appellate judicial, jail sanctions, storm water management, San Jacinto wetlands, state pollution control
project, elections, alternative dispute resolution, seized assets, state law enforcement training, the
county’s subscriber access program, and parking facilities.

The amount for the hotel occupancy revenue fund is $28.6 million. A table showing the status of the fund
is on page 17. Tables showing expenditures and budgets for all special funds are shown on pages 55-61
and 605-620.

Internal service funds are provided through the departments for workers compensation, vehicle
maintenance, storeroom supply, radio operations, health insurance, inmate industries, and risk
management services.

Capital project funds for the county total $677.6 million and include bond funds for building and road
projects and commercial paper funds for road, parks, and library bond projects that were authorized by the
voters in 1997, 1999, 2001, and 2007. The commercial paper will be repaid by issuance of refunding
bonds.

The capital projects and debt issuance schedules will be reviewed by the court at the annual capital
improvements meeting June 23, 2009 and again at the Mid-Year Review meeting September 29, 2009.

Grant funds total $240.2 million, including projects of the U.S. Department of Housing and Urban
Development, public health programs, and criminal justice projects for law enforcement agencies and the
courts.

Another portion of county funds is $1.4 billion for the toll road system for revenue collection, debt
service, office buildings, and operations and maintenance. Debt service this fiscal year totals $190
million and will be covered by revenues earned by the toll road system. Tables showing toll road
expenditures and budget are on pages 49, 84, and 618-620.

The Flood Control District has funds in the total amount of $492.3 million for FY 2009-10, including
$171.6 million for operations and maintenance, $54.6 million for debt service, and $266.1 million for
capital projects.
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Approximately 99% of the district’s operations and maintenance revenues come from property tax funds
and the balance comes from property rentals, interest earnings, and miscellaneous items such as the sale
of surplus property or copies of documents. Debt service funds come from property taxes and interest
earnings. Capital projects funds are provided by commercial paper issuance through the county and
impact fees paid to the district for channel improvements or detention facilities in connection with
subdivision developments.

Tables showing flood control expenditures and budget are on pages 49, 88, and 612-613. The table below
shows comparative fund balances for the Flood Control District’s operations and maintenance fund on a
cash or budget basis and the modified accrual accounting basis for the fiscal years 2004-05 through 2008-
09.
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Organization and Services

The reorganization plan approved by Commissioners Court for FY 1998-99 continues to evolve as
department directors seek to provide efficient services at the lowest cost over time. The reorganization
plan reduced the number of departments reporting to the governing body and required more collaboration
between directors. Additional changes can be expected in the future. The current organization chart is
shown on page 19. The table on page 20 shows budget and expenditure amounts for the departments by
functional areas along with the number of regular, full-time positions authorized for each. The position
listing in the table shows a comparison of regular positions authorized at the beginning of FY 2007-08
with the number authorized at the beginning of FY 2008-09. A table showing the number of regular, full-
time budgeted positions for the period of FY 2004-05 - FY 2009-10 begins on page 635.

Policy Directions

The policy directions given by the court, which are shown on pages 62-69, address major priorities and
plans to improve management, human resources, and delivery of services, and to develop more effective
use of technology.

A continuing goal for each new budget is to strengthen the county's financial structure in preparation for
the future. The court, in adopting policies for FY 2008-09, stated that for financial operations
expenditures are to be budgeted and controlled so they will not exceed current revenues and that balanced
financial operations will be maintained. Department heads and business managers are to keep
expenditures within allocated budget amounts. Target figures provided to the departments and amounts
appropriated normally allow officials to pursue their top priorities for the fiscal period. The minimum
undesignated fund balance for the general fund and other operating funds should be no less than 15% of
fiscal year expenditures.

Ad valorem tax requirements for operations and debt service are to be analyzed for Mid-Year Review in
conjunction with projections of taxable values by the Appraisal District. Conservative estimates are to be
used.

During the fiscal year, full disclosure and open lines of communications are to be maintained with rating
agencies. A continuing goal of the court is to retain the county’s stable AA+ debt rating. Decisions on
financial matters are to consider this goal.

The table on page 16 shows the comparative general fund balances for FY 2004-05 through FY 2008-09.
The projection for FY 2009-10 is for the general fund to end the year at no less than 15% of expenditures.
A five-year plan for revenues and expenditures will be available at the Mid-Year Review in September
after receipt of an update of taxable value projections from the Appraisal District. The projections will
include all four entities for which the court sets tax rates: Harris County, Harris County Flood Control
District, Port of Houston Authority, and the Harris County Hospital District.
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Capital Improvements

Commissioners Court considers its capital improvements program during the annual budget process each
February and at a capital improvements review meeting each June, and again at the Mid-Year Review
meeting each September. Adjustments are made as necessary as part of an evolutionary process.
Financially, the county has built into the process more flexibility than in the past, with a mixture of pay-
as-you-go funding and short-term commercial paper issuance along with traditional bonded debt.

The court will consider its capital improvements program on June 23, 2009. For the county, the court will
consider the elements of its master plan for the downtown courthouse complex, parks, libraries, roads,
flood control, and courthouse annex facilities. Decisions on these subjects will be converted to a financial
timetable for continued development of the projects.

Major building projects have included a new Civil Courthouse, a plaza area and jury assembly facility,
tunnel connections, conversion of the existing Criminal Courts Building for use by Juvenile Probation and
the district juvenile courts, additions for juvenile and adult detention, renovations of the old Civil Courts
Building, razing of the District Attorney's Building, and a possible new Family Law Center.

An important aspect of the county's capital improvements program is the impact of projects on the
operating budget. The court has instructed that provisions must be made in financial plans for an
assessment of requirements for maintenance and operation of facilities including necessary personnel,
contract services, equipment, and supplies.

Another subject for consideration on June 23, 2009 will be the schedule for expansion of facilities for the
Port of Houston Authority in accordance with its master plan. The Port Commission will be asking for
authorization for bond funds to be issued to finance new container facilities at the Bayport Terminal
complex. The plan is to provide capacity for growth in container traffic through the Ship Channel.
Voters in November 1999 and 2007 authorized bonds for construction of Port improvements in the
amount of $387 and $250 million, respectively. The court will also be asked to approve commercial
paper issuance for interim financing of projects. The Port Commission also plans to continue its
financing of a cooperative project with the U.S. government for dredging of the Ship Channel to increase
its depth and width.

In other areas of capital improvements, the court will review the status of its bond programs for roads,
parks, library, and building projects. The court will also review the status and projections of another part
of the county's regional mobility program, the toll road system. Revenues from tolls have been sufficient
to pay for debt service and operations and maintenance for the toll road system, and are expected to be
adequate for the future. No tax for the toll roads has been levied since the system was authorized by
voters in 1983, but a pledge of tax support remains as a continuing requirement for the county.

The county's outstanding total tax and revenue debt service at the close of FY 2008-09, including the Port
and Flood Control, but excluding the Toll Road Authority, was $5.14 billion, with $4.64 billion in tax
bonds and $499.6 million in revenue bonds. The total for the Toll Road Authority was $4.14 billion, with
$1.03 billion in tax bonds and $3.11 billion in revenue bonds. As stated previously, toll revenues have
been sufficient to pay all debt service on the toll roads. The toll road debt extends through 2048. The
county’s tax debt extends to 2039, and its revenue debt until 2033.
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The Flood Control District has $5.4 million of bond authorization remaining from the voter-approved
1987 program of $250 million. The district is relying at this time on commercial paper issuance by the
county to finance construction and major flood prevention work. Total general obligation debt for flood
control is $195.2 million through 2032, and $670.3 million for refunded commercial paper debt through
2032.

The court will continue its review of the status of the debt and capital improvement program of the Harris
County Hospital District. The court and the Hospital District board approved a restructuring and partial
refunding of debt for hospital facilities. The district also has issued commercial paper to borrow short-
term funds for certain capital needs and equipment. The county's Office of Financial Services has
assisted the district with these issues.

The tables on pages 23-24 and 643-644 show the amount of bonds that have been authorized by voters but
not issued for all entities as of February 28, 2009, and the amount of outstanding debt and debt service
requirements.

Tax Rates

The table below and tables on pages 642-643 show the breakdown of total tax rates for Harris County, the
Flood Control District, Port of Houston Authority, and the Hospital District. The estimate for current,
non-delinquent collections from the 2008 tax levy was a net yield of $25.9 million for each 1¢ of tax. The
2009 rates will be set by the court in October and will provide funding for each of the four entities. The
Appraisal District will provide the county with an update of taxable values in August, after which the
process of preparing annual tax rate schedules will begin.

Ad Valorem Tax Rates

Entity 2003 2004 2005 2006 2007 2008

Harris County $ .38803 $ .39986 $ .39986 $ .40239 $ .39239 $ .38923
Flood Control .04174 .03318 .03322 .03241 .03106 .03086
Port Authority .02000 .01673 .01474 .01302 .01437 .01773
Hospital District .19021 .19021 .19216 .19216 .19216 .19216

Total $ .63998 $ .63998 $ .63998 $ .63998 $ .62998 $ .62998

The Harris County rate in 2008 of 38.923¢ included 33.221¢ for operations and maintenance, 5.108¢ for
debt service, and .594¢ for the public improvement contingency fund.

The Flood Control District rate in 2008 included 2.754¢ for maintenance and operations and .332¢ for
debt service. Tax requirements for the district’s capital improvements through use of commercial paper
funding are provided by the county.

The rate for the Port of Houston is for debt service only. The rate for the Hospital District provides for
maintenance and operations and helps cover the district's debt service requirement which is funded by the
district's operating budget.

The total debt service rate in the 2008 tax year was 7.213¢ for Harris County, the Flood Control District,
and the Port of Houston. The actual requirement for the 2009 tax year will be set in October.
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The Population and the Economy

In preparing for financial requirements for the period through FY 2010-11 for Harris County, the Flood
Control District, the Port of Houston, and the Hospital District, Commissioners Court must consider
projections of population and economic changes in the Houston metropolitan area. The following is a
summary of projected changes and their possible impact on services.

The following table and chart show a breakdown of the county's population by the number of persons
living inside Loop 610, those who live between 610 and the Tollway, and those who reside outside the
Tollway. The table provides actual numbers for 1990 and 2000 and projections for 2010 to 2030. Maps
for reference can be found on pages 78, 86-87, 118-120, and 655.

Harris County Population
% share of total

Year
Inside

Loop 610
Between 610
& Tollway

Outside
Tollway Total

Inside
Loop 610

Between
610 &

Tollway
Outside
Tollway

1990 425,223 1,278,152 1,114,824 2,818,199 15.09 45.35 39.56
2000 463,457 1,493,635 1,450,299 3,407,391 13.60 43.84 42.56
2010 507,989 1,663,961 1,705,345 3,877,295 13.10 42.92 43.98
2020 555,505 1,900,059 2,016,102 4,471,666 12.42 42.49 45.09
2030 576,933 2,046,003 2,237,693 4,860,629 11.87 42.09 46.04

Difference
2000-2030
% change

113,476
24.5

552,368
37.0

787,394
54.3

1,453,238
42.6

Source: Dr. Steven Craig
UH Eco.
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The table and chart indicate continued growth in the county's population, with an increasing percentage of
the total living outside of the Tollway. Each of the three geographic segments shows growth between
2000 and 2030, but at different levels. The forecast shows that by 2030 the population outside the
Tollway will have increased by 787,394, or 54%, compared to the number who lived in that portion of the
county in 2000. The number inside the Loop will be up by 113,476, or 24%, compared to 2000, and those
living between the Loop and the Tollway will be up by 552,368, or 37%. Those persons living outside
the Tollway in 2030 are expected to be 46% of the county's total population compared to 42.6% in 2000,
while those inside the Loop at 11.9% would be 1.7% less than in 2000, and those living between the Loop
and the Tollway will be 42% in 2030 versus 44% in 2000. Growth of apartments and condominiums in
close proximity to downtown Houston has occurred and this trend could alter the percentage of
population in that sector.

Houston's population within Harris County, according to the 2000 census, was approximately 56%. The
projection in 2007 was 54%. This percentage compares to 58% in 1990, 66% in 1980, 71% in 1970, and
75% in 1960. The county's population by the 2000 census was 3.4 million, with 2.4 million living in 34
municipalities, including 1.9 million in Houston, and 1.0 million in unincorporated areas. Projected data
for 2007 showed the number in the unincorporated area to be about 1.3 million.

The county has a total of 1,778 square miles, with 774 square miles incorporated, including 586 in
Houston, and 1,004, or 56% of the total, unincorporated. Harris County is unique among metropolitan
Texas counties in the amount of population in its unincorporated area which require the provision of
additional public services.

Projections by the University of Houston's Center for Public Policy show that growth in the Houston-
Galveston-Brazoria Consolidated Metropolitan Statistical Area, which includes Harris County and seven
contiguous counties, is expected to increase from 4.7 million persons in 2000 to 6.7 million in 2020, with
about 70% of that growth occurring in suburban portions of Harris County and adjacent counties,
Brazoria, Fort Bend, and Montgomery, that are to the south, southwest, northwest, and north of Harris
County.

Studies show that the growth of the Harris County population is fueled mostly by new residents and
immigrants. Ethnically, a multicultural phenomenon has been spreading throughout the area. Hispanics
are the predominant ethnic group inside Loop 610 and between the Loop and the Tollway, and they can
be expected to continue their growth throughout the county. Projections for 2007 show Hispanics at
approximately 38% of the county's population, whites at 37%, African Americans at 19%, Asians at 5%,
and other, 1%.

There is a graying effect occurring, one that will accelerate as the Baby Boom generation ages. The
segment of the population that is aging the most is the white category, a portion of the population that is
not growing at the same rate as the Hispanic and Asian groups. The African-American portion of the
population has been fairly stable, except for an influx of residents displaced by Hurricanes Katrina and
Rita in 2005. Census data indicated the white population, in addition to being older, has a low birth rate
among women of child-bearing age, while Hispanics have a younger population and a higher birth rate.

These population trends of Harris County appear to be true for the Houston-Galveston region, the state of
Texas, and, for the most part, the nation as a whole.
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The trends in population, with more ethnic minorities and a declining and aging Anglo group, are
occurring within an economy that requires education and skills training for financial advancement. The
industrial resource economy that supported the Houston metropolitan area for most of the 20th century
has ended, according to Dr. Stephen Klineberg, of Rice University, in his annual study, “The Houston
Area Survey”. The Houston area is now competing in a global, knowledge-based economy along with the
rest of America. A concern, according to Dr. Klineberg, is that income gaps have widened in the new
economy and the differences can be traced primarily to access to technical training and higher education.

The Houston area economy has continued to diversify since the 1980's. This diversification has brought
more stability with less dependence on the energy sector and more emphasis on a variety of information-
age services and telecommunications. Employment in Harris County appears to be moving outward from
the county's center, but at a much slower pace than the residential population. New technologies are able
to accommodate this outward trend, allowing employees to work closer to their homes, schools, and
activity centers.

Additional analyses will be provided to the court during the fiscal year concerning the impact of
population growth on county expenditures.

Commissioners Court will consider future projections at the capital improvements session in June and the
Mid-Year Review in September. Plans will be presented that involve public infrastructure, technology,
health and hospital care, social services, children’s services, and law enforcement programs. These plans
are brought together each year to formulate an overall county strategy that helps guide financial decisions
that affect the future of this metropolitan area.

Attachments

 Expenditures and budgets, all funds.
 Policy issues approved by Commissioners Court.
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March 6, 2009

Policy Issues

The following items are presented for consideration March 10, 2009 as part of the proposed
FY 2009-10 budget. The items result from hearings January 14-16, 2009 and February 24, 2009
and are in accord with court direction for public hearing and budget adoption on March 10, 2009.

1. Financial Policies

a. Expenditures are to be budgeted and controlled so that at the end of the fiscal year the
minimum undesignated fund balance for operating funds will be no less than 15% of
fiscal year expenditures.

b. Full disclosure and open lines of communication will be provided for rating agencies.
A goal is sustaining the county’s AAA (Standard & Poor's) and AA+ (Moody’s &
Fitch) debt ratings with a stable outlook. Decisions on financial matters are to consider
this goal.

c. Tax anticipation notes for annual cash flow purposes will be issued for the general
operating fund. A recommended order will be presented to the court as an agenda item.

d. Ad valorem tax requirements for operations and debt service are to be analyzed in
conjunction with projections of taxable values by the Appraisal District. A
recommended tax rate schedule will be presented to the court in September. Funding
plans will be considered for Harris County, Harris County Flood Control District, Port
of Houston Authority, and the Harris County Hospital District.

e. The court will consider capital improvement plans and financing requirements at a
review session to be held at 9 a.m. Tuesday, June 23, 2009.

f. Mid-Year Review will be held at 9 a.m. Tuesday, September 29, 2009.

2. Economic Environment

A report on the current economic environment prepared by the E-Business Results Team is
enclosed for your review and consideration. Recent developments in the financial and
credit markets nationally, along with significant fluctuations in energy prices, have created
a degree of uncertainty that could affect Harris County government and its financial
condition. In light of the economic uncertainty, it is important to proceed with the budget
and capital planning process with caution.

It is recommended that any discretionary increases in spending be delayed until at least
Mid-Year Review. Departmental budgets have been adjusted to balance to the final
revenue estimate submitted by the Auditor.
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3. Salaries, Allowances and Positions

a. Cost of Living The question of whether the court should grant a cost-of-living salary
adjustment during FY 2009-10 should be delayed for discussion until Mid-Year
Review in September. The annual cost of such an adjustment, if granted, would be $27
million. The court approved 3% increases in each of the last three fiscal years.

b. Allowances It is recommended that allowances for FY 2009-10 be as follows: 55¢ per
mile reimbursement for use of a personal vehicle on county business, subject to a
maximum of $675 per month; maximum monthly car allowances of $575 for law
enforcement officers, and, subject to court approval, $550 per month for elected
officials and appointed department heads, and $420 per month for other non-law
enforcement personnel. These amounts will be reviewed for any necessary changes
that should be considered at the Mid-Year Review in September.

The maximum cellular phone allowance, not to exceed $50 per month, for authorized
staff should not be changed at this time.

c. Positions and Salaries It is recommended that requests for new positions be deferred
at this time subject to further review. Departments in the general fund have requested
583 new positions. It is recommended that Management Services prepare an analysis
of positions in each department including the aging and funding status of open
positions. Salary changes and reclassification requests, including those for part-time
and temporary positions, will be included in the departmental analyses for the court’s
consideration. A list of existing part-time and temporary positions without changes is
provided for approval as part of the FY 2009-10 budget.

The average annual salary of a full-time position in the county is $56,763 plus benefits
of $20,796. The total annual requirement for salaries and allowances in the general
fund for 13,261 full-time equivalent positions is $753 million plus $276 million in
benefits, the total of which is about 73% of general operating costs.

d. Group Health and Related Benefits A status report by the director of Human
Resources & Risk Management is enclosed for your review and reference. The total
annual cost for employees, retirees, and dependents is projected to be $187 million, an
increase of $4.4 million. The county’s portion of the cost will be $148 million, or 79%
of the total. Fluctuations in enrollment growth (employees, retirees, and dependents)
and payroll would change these estimates.

The county’s policy for basic coverage remains unchanged, with 100% of the cost for
the employee and qualified retiree paid by the county plus 50% of the cost for
dependents. A second option allows the employee or retiree to pay a higher premium
for another level of benefits.

Effective March 1, 2009, as approved by the court, the medical provider, Aetna, Inc.,
began the first year of a new seven-year agreement.
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Staff of the Office of Human Resources & Risk Management and the Office of
Financial Services are reviewing with the Auditor and County Attorney requirements of
the Government Accounting Standards Board to determine appropriate alternatives for
financial statements regarding the expense of county-paid retiree health care benefits.
An actuarial study is updated periodically to provide information on this funding
obligation.

The contribution by the county to the Texas County & District Retirement System in
2009 is estimated at $86.4 million, or 9.74% of covered payroll. Employee
contributions of 7% are estimated at $62 million. Starting in January 2010 and for the
last two months of the 2009-10 fiscal year, the cost is expected to increase to
approximately 11.24% of covered payroll based on a preliminary projection by
TCDRS.

e. Cost of Support Services It is recommended that the indirect cost for support services
provided by the county be assessed as applicable to all non-General Fund operations
each year consistent with the most current Cost Allocation Plan (CAP). Management
Services will continue to review the amounts assessed with the appropriate departments
and will provide reports to the court.

f. Technology Management Services will work with IT staff and other officials to
restructure the 2010 Committee that provides for development of technology solutions
for county-wide needs.

4. Departments

Budget amounts for departments have been prepared and are provided in this book,
balanced to the Auditor’s Final Revenue Estimate. There will be recommendations for
certain items to be placed on the regular court agenda or Mid-Year Review after further
departmental analyses and consideration of available funding and economic conditions.
The following are summaries of requests and issues from departments.

Public Infrastructure In the aftermath of Hurricane Ike, a number of departments
requested consideration for adding generators to their facilities. Recommendations for
adding generators will be brought to court through the regular agenda process depending on
available resources and/or will be considered during the CIP session in June.

A summary of the planning and funding resources for building projects will be prepared for
the court’s consideration.

A number of departments mentioned building security issues at courthouse and annex
locations. Recommendations for changes in security provisions will be brought to court
subject to available funding.
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In March 2008, court approved the FY 2008-09 budget which, based on the Auditor’s
Revenue Estimate, included the $120 million Toll Road transfer as part of the General
Fund and the funds were budgeted for the Precincts for use in accordance with the Texas
Transportation Code § 284.0031, subject to annual review by the PID Director and
Commissioners.

Voters approved a bond election in 2007 which includes an $835 million road construction
program to be funded by a combination of bonds, toll road transfers, and Metro and other
funds over the next 5-7 fiscal years. Each Commissioner, working with the Director of the
Public Infrastructure Department, determines annual updates to the priority list and
timetables for completing road construction and improvement projects and providing for
open mobility for ultimate access to the toll road system. The Commissioners and PID
Director, with the assistance of Management Services, will develop allocation policies,
formulas, and long-range plans for the funding transfers and related expenses for
construction and mobility improvement projects.

To accommodate a request from the County Auditor for the FY 2009-10 budget, the Toll
Road funding transfer and related expenses has been changed from the General operating
fund to a new Mobility Fund that will be part of the General Fund Group.

 Toll Road Authority The authority has requested an increase in the number of
constable deputy positions and related vehicles dedicated for toll road patrol from 90 to
107 officers, subject to reimbursement to the county. This request may be brought back
for consideration as a court agenda item or at Mid-Year Review.

 Flood Control The district has requested seven new positions to be responsible for the
flood ALERT system. Responsibility for maintaining the system of flood gauges and
related equipment is currently housed at the Office of Homeland Security & Emergency
Management. This request may be brought back for consideration as a court agenda
item.

Continued funding plans for the district’s five-year capital program beginning with the
next fiscal year will be submitted for consideration in June at the CIP hearing.

Information Technology A concern about the ongoing status of the IT Radio Shop at
2500 Texas will be addressed by the Facilities & Property Management division of PID
with recommendations returned for the CIP session in June.

The fees charged to jurisdictions for use of the radio system have remained static and will
be reviewed for any changes that may be necessary. Any changes in the fees charged will
be brought to court for consideration.

Public Health & Environmental Services A request for eight new positions and
reclassification of 84 positions has been submitted and will be reviewed.
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Health Care Alliance The director of the Harris County Health Care Alliance, which is
chaired by the director of Public Health & Environmental Services, requested a job
reclassification and a new position. Expenses incurred by the county for the Alliance,
except for staff office space, are reimbursed by the Alliance Board from fees contributed by
the various organizations that are involved. This request will be reviewed.

Library The new replacement Kingwood branch library is scheduled to open in FY 2009-
10. Plans for relocating or replacing the Seabrook branch damaged by Hurricane Ike will
be included in the capital improvements session along with any other new or replacement
library facilities. An analysis will be made of funding for requested equipment and
materials. The department operates 26 branches, including the existing Kingwood branch.

Youth & Family Services Salary changes, positions, and other requests will be reviewed
for Mid-Year for these six departments: Domestic Relations, MHMRA, AgriLife
Extension, Juvenile Probation, Protective Services for Children & Adults, and
Children’s Assessment Center.

 Juvenile Probation The department reopened its operations at Westside Detention in
2008 providing 45 additional beds to absorb certain youth from the downtown
detention facility. Referrals are down by 10% from fiscal 2008 to fiscal 2009. The
department requested 29 new positions and eight reclassifications. In addition, the
Juvenile Board has requested $25,000 to employ a lobbyist for the department.

Facilities & Property Management will conduct an evaluation of options for disposing
of the juvenile facility on West Dallas.

The Annie Casey Foundation project has been a catalyst for a number of policy and
position changes in the juvenile detention area, according to the director of Juvenile
Probation. This work will continue to help develop alternatives to detention for at-risk
youth in the county.

 MHMRA The director has requested consideration for alternatives to incarceration for
a group of high-risk mentally ill patients on medication who end up in the county jail
on a continuing basis. They also requested consideration of enhancing the civil
commitment laws involving people with mental illness, increased funding for TRIAD,
and 16-bed treatment centers to further enhance the system of mental health options for
processing and care of juveniles.

Constables The constables have requested 70 new peace officer and 13 clerical positions
in addition to the 17 positions requested by the Toll Road Authority mentioned previously
in this report. The budget request includes 20 proposed new positions for Constable,
Precinct 1 for downtown courthouse security. These requests will be reviewed.
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Sheriff The study of the county’s overall patrol operations including contract patrol
programs for the Sheriff’s Office and the Constables is ongoing and includes working with
the new Sheriff’s administration. Any recommendations for adjustments for operations
will be brought to court for consideration on a regular agenda or at Mid-Year Review.

The Sheriff’s department has requested 311 new positions for various divisions along with
58 salary changes and reclassifications. The Sheriff is planning an aggressive recruiting
program to increase the number of detention and patrol officers. The current staff is
working a significant amount of overtime and if staff levels could be enhanced, particularly
in the jail, the savings from reduced overtime could help offset the cost of added personnel.

Staffing in the jail remains below target levels despite approval and hiring of 180 detention
officer (DO) positions during the past two years. The continued shortage of DOs was the
primary cause of overtime expenditures continuing to increase throughout last year. For
FY 2008-09, overtime expenditures were projected to be $35 million while the most recent
pay periods have experienced a rate that would require $37 million per year. Newly
implemented recruiting policies have increased the number of viable candidates for DO
positions. In January 2009 Commissioners Court approved 20 additional DO positions plus
another 40 DO positions pending identification of a funding source. Reducing detention
overtime is a priority of the Sheriff for FY 2009-10 and, barring a large decrease in the jail
population, this will require hiring and/or re-assigning more officers to work in the jails.
To the extent that additional jail positions are needed, including the 40 DO positions that
are already approved pending funding, these positions should be funded from dollar-for-
dollar reductions in detention overtime costs. Management Services will assist the Sheriff's
Office in achieving this goal by providing periodic reports of overtime expenditures and
assisting in evaluation of personnel-scheduling software and analysis of recruiting
operations and processes.

The jail system remains under variances from the Texas Jail Commission. The department
has space in Louisiana for up to 1,730 prisoners by contract and 950 are currently in this
program. Efforts to develop alternatives to jail for minor offenses and mental health issues
are receiving attention and study for ways to address jail overcrowding.

Fire Marshal The Fire Marshal has requested 22 new positions to address the need to
keep up with growth of population in unincorporated areas of the county and to meet and
maintain manpower standards. This request will be reviewed.

Medical Examiner The Medical Examiner has requested 39 new positions and four
reclassifications to be phased in during the fiscal year. The development of the crime lab
and forensic activities conducted by the ME’s Office and continued maintenance of
national certifications provide a reliable source of scientific information for county law
enforcement and the criminal justice system.
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Management Services is reviewing a proposal for outsourcing employment drug testing
currently done by the Medical Examiner’s Office and will bring any proposed changes to a
regular court agenda or Mid-Year Review. Another review will be done concerning fees
charged for autopsy and related services for other counties.

County and District Clerks The County Clerk is asking for seven new positions in the
Elections Division and for nine positions to be reclassified. This request will be reviewed.

The District Clerk has requested $178,000 for enhancing clerk salaries and $2.5 million for
continuation of the digital imaging project. These requests will be reviewed.

County and District Attorneys The County Attorney is asking for seven reclassifications
and six new positions. This request will be reviewed.

The District Attorney is seeking 17 new positions and reclassification of eight positions.
She has emphasized the need for a Victim’s Rights Bureau and support for the Casey
Foundation alternatives for juvenile cases, improvements in processing mental health cases,
and use of new animal cruelty prevention initiatives. This request will be reviewed.

Community Supervision & Corrections CSCD is asking for security enhancements at
regional centers and expansion or relocation of facilities, both of which will be addressed in
the CIP session in June.

Pretrial Services Pretrial is requesting new software and consulting arrangements to
improve the necessary forms for processing defendant information. Management Services
will review the needs of this department with court management staff.

Justices of the Peace The JPs have asked for document management systems or imaging
solutions to reduce file handling time and expense and more efficiently serve their
customers. They also asked for an interpreter fee adjustment for their employees, and
emphasized the need for improvements in annex and court security and upgrading and
expansion of facilities and new furniture. The JPs asked for 22 new positions for
caseloads. These requests will be reviewed.

The Office of Legislative Relations should keep Commissioners Court advised about any
expansion of jurisdiction for the JPs by the Legislature. Management Services will provide
any cost analyses necessary.

Probate Courts The four probate judges have asked for continued equalization of budgets
and positions, and they are requesting a 3% across the board increase in salaries for staff to
be funded by a fee that is outside the general fund. Management Services will analyze the
requests for recommendations.
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County and District Courts Consideration for developing a Public Defenders Office for
the county is ongoing and recommended reports will be given to the court.

The County Courts are requesting two new positions to handle administrative functions.
This request will be reviewed. The District Courts are seeking replacement of jury box
chairs from FPM, and a method for allocating drug court fees to the applicable courts. The
courts are developing and seeking to improve special court docket programs to address
mental health, drug, and juvenile cases.

Tax Assessor-Collector A request to delete eight positions and provide reclassifications
and salary adjustments for four additional positions will be analyzed by Management
Services.

Auditor and Purchasing Agent The Auditor is seeking to add two positions to her
budget. Also included are reclassification and salary changes for certain positions. The
Board of District Judges approved the Auditor’s FY2009-10 budget.

The Purchasing Agent is requesting $550,000 for expansion/build out of office space and
furniture and $50,000 to replace two high mileage vehicles. The Purchasing Agent Board
approved the FY 2009-10 budget for the Purchasing Agent’s Office.

Selection of Outside Auditor On February 10, 2009, court directed Management Services
to seek competitive bids for the FY 2010-11 audit services for the county, the Flood
Control District, and County and District Clerks with Management Services determining
the right time to seek the bids. It is recommended that Management Services form a
committee to evaluate bids received from qualified accounting firms and make
recommendations for accepting the best qualified firm or firms to perform the audits.

Commissioners Court Agenda Process Management Services is exploring options to
automate the court agenda process. A report will be provided to court for consideration.

Fleet Services The director is preparing an updated report on fleet policies including a
proposal to change the way law enforcement vehicles are purchased and replaced.
Management Services will assist in review of this matter with the Sheriff and the
Constables.

OHSEM This office has proposed returning the flood gauge management responsibilities
to the Flood Control District. As noted on page 4 under Flood Control, the district has
requested seven new positions for support of the flood gauge monitoring program.
OHSEM has requested seven new positions.

Population The population report dated February 2009 by the E-Business Results Team is
included for consideration.

Hurricane Ike Recovery A report from the director of Human Resources & Risk
Management is included for consideration.

#
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