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Introductory Section






the tariffs charged by, nor derives any revenues from, any of the privately owned terminals,
except for certain revenues from private terminals located at Bayport.

Business of the Authority

The Authority owns a diverse group of facilities designed for handling any type of cargo
including general, containers, grain, dry and liquid bulk, project and heavy-lift cargo. In
addition, the Authority leases land and railroad rights-of-way to others; licenses pipeline
crossings of its property and maintain areas for depositing dredged materials.

All of these facilities are operated for hire on a first-come, first-served basis, except for parts of
the Jacintoport Terminal Wharf, Bulk Materials Handling Plant, and Care Terminal Wharf,
which are subject to preferential, but not exclusive, berthing arrangements; Container Terminal 6
and a portion of Terminal 5 at Barbours Cut, which is leased to Maersk, Inc.; empty container
storage yards at Bayport Container Terminal (“Bayport”), which are leased to Terminal Link
LLC and Houston Terminal LLC; Care Terminal, which is leased to Coastal Cargo of Texas; the
automated facility at Jacintoport, which is leased to Jacintoport International, the Bulk Materials
Handling Plant, which is leased to Kinder Morgan Petcoke, L.P.; the grain elevator at
Woodhouse Terminal, which is leased to Louis Dreyfus Corporation; and the grain elevator at
the Turning Base Terminal, which is leased to Hansen-Mueller Company.

The Authority owns general cargo wharves at the Turning Basin Terminal in the upper channel
area. Each wharf can berth one or more ships depending on the length of the ship. These
wharves have substantial dockside facilities, including open and enclosed short-term storage
space. Wharf 32, located within this terminal, was specifically designed for handling project and
heavy-lift cargoes and has eighteen and one-half acres of heavy-duty paved marshalling area.

Woodhouse Terminal is located on a 100-acre tract a short distance downstream from the
Turning Basin Terminal. The terminal includes over 230,000 square feet of shed space, three
general cargo wharves with rail access, a roll-on/roll-off ("RO/RO") ramp, and a modern six-
million-bushel-capacity grain elevator and ancillary property, which is under lease to Louis
Dreyfus Corporation through May, 2018.

The Authority owns the Bulk Materials Handling Plant, a two—-berth dry bulk terminal in the
mid-channel area. Each berth has the capacity for one ship. Berth 1 has a high-capacity loading
crane supplied by a conveyor belt system. Portions of the terminal are leased to Kinder Morgan
Petcoke L.P. through June 2017.

In the same mid-channel area the Authority owns Jacintoport Terminal. This approximately 125
acre site consists of three wharves, various warehouse facilities and buildings, rail access, and
four high-capacity automated loader cranes. Also available are refrigerated, frozen, and dry
cargo facilities used for both cargo handling and storage. Portions of the terminal are leased to
Seaboard Corporation and Jacintoport Acquisition Partnership, LP.

Care Terminal is near Jacintoport Terminal and consists of two wharves, sheds, rail access, and a
paved marshaling area. Coastal Cargo of Texas is leasing portions of the terminal through 2012.



The Authority owns wharves used for bulk liquid cargo, one of which is located in the San
Jacinto Bay area. Other wharves may serve both ships and barges and are located in the Turning
Basin Terminal area. Preferential, but not exclusive, berthing rights have been granted at the
barge facility and two of the other facilities.

Fentress Bracewell Barbours Cut Terminal (“BCT”) provides special-purpose facilities for
container ships. This terminal is located 25 miles downstream from the Turning Basin near the
point where the Channel enters Galveston Bay and is two hours sailing time from the Gulf of
Mexico. BCT’s six berths provide 6,000 feet of continuous quay. Numerous wharf cranes
ensure efficient and reliable handling of containers and can traverse the wharves to serve ships
simultaneously or singly, as required. Container yard cranes are in use in the Authority's
marshalling areas behind container berths to transfer containers to and from land carriers. This
facility also includes paved marshalling areas and warehouse space. The container freight
station, a railroad ramp point and a RO/RO platform can handle the loading and unloading of
ships carrying cargo on wheeled vehicles. This platform can serve ships using Container
Terminal 1, RO/RO cargoes and transit shed cargoes.

The Bayport Container Terminal (“Bayport”) provides special-purpose facilities for container
ships. This terminal is located approximately 5 miles south of BCT. Bayport’s two existing
berths provide 2,000 feet of continuous quay. As at BCT, wharf cranes ensure efficient and
reliable handling of containers and can traverse the wharves to serve ships simultaneously or
singly, as required, and container yard cranes are in use in the Authority’s marshalling areas
behind container berths. This facility also includes paved marshalling areas. Work continues on
additional expansion of the facility, which when completed is expected to have seven container
berths. Work also is nearing completion on the first of three cruise ship berths, and a cruise ship
terminal facility.

In addition to its wharves, the Authority owns numerous miles of railroad track and rights-of-
way and has ample storage yard capacity for railroad cars near all its facilities. These yards are
located on property made available to the Port Terminal Railroad Association (PTRA), an
association of line railroads serving Houston and the Authority. The Authority also owns a 315-
acre industrial park adjacent to the Turning Basin Terminal. The park includes undeveloped
channel frontage. Much of this property is leased or rented to various private parties that
independently maintain and operate these facilities. The Authority also owns a four-story office
building located in the Turning Basin Terminal, which houses the Authority’s executive offices
and much of the Authority’s administrative staff.

The Authority's channel and turning basin at Bayport were developed in cooperation with the
Exxon Company U.S.A. and its subsidiary, Exxon Land Development Inc. The channel and
turning basin currently serve Bayport as well as the industries located within the Bayport
Industrial Complex area.

See the Table of Physical Characteristics of the Port Facilities of the Authority (Schedule 16) in
the Operating Information area Statistical Section of this CAFR.



Economic Condition and Outlook

Notwithstanding the official December 2007 start of the U.S. recession, growth continued in the
Texas economy during the first half of 2008, finally halting during the second half of the year..
Even so, the Texas economy has been perhaps the least affected region in the nation, even after
the impact of Hurricane Ike, which caused minor damage at the Authority.

Record high commodity, energy and construction prices, financial market turmoil, and
weaknesses in the housing market as well as the auto industry all were contributors to the
recession in 2008. In addition, the liquidity problems of national and international markets grew
and accelerated. Yields on 10 year Treasury notes started January 2008 at 4.10% and finished
the year below 2.2%, as the market anticipated the Federal Reserve to lower the Target Rate
(which moved from 5.25% in August 2007 to 0.25% in December 2008).

Looking at the 2009 forecast, most economists suggest the weakness will continue in the first
half of 2009, followed by a recovery in the second half of the year. The Authority anticipates a
10% decline in revenue in 2009 from the prior year.

Houston Ship Channel

The initial construction phase of the Houston Ship Channel widening and deepening project was
completed and a channel opening celebration was held in August 2005, sponsored by the
Authority and the United States Army Corp of Engineers (USACE). The channel was deepened
from -40 feet to -45 feet, and widened from 400 feet to 530 feet.

The continuing cost of the project over the 50-year life is expected to be $705.2 million, to be
shared by the federal government, the Authority and other nonfederal interests. Federal funding
for the project must be approved through individual appropriation bills each fiscal year.
Congress appropriated $53.5 million for fiscal year 2001, $33.8 million for fiscal year 2002, $36
million for fiscal year 2003, $35.5 million for fiscal year 2004, $22 million for fiscal year 2005,
$26 million for fiscal year 2006, $43 million for fiscal year 2007 and $15.7 million for fiscal
year 2008. Construction funds in the amount of $17.5 million were requested to continue the
deferred construction portion of the project in fiscal year 2008. As of December 31, 2008. the
Authority has spent $135.2 million towards its share of the project. As part of the Houston Ship
Channel project, the Authority will create 4,250 acres of marsh in Galveston Bay, a bird island
and boater destinations. This marsh creation project using dredged material is the largest of its
kind, and has been conducted with cooperation and support from local resource agencies.

The Houston Ship Channel project has completed activities associated with its first maintenance
cycle dredging operations. The Authority has deferred construction elements that have already
been designed, to be included in future fiscal year construction programs to provide for
additional capacity needs in the channel. In an effort to address capacity needs, projects have
been planned and programmed to elevate the levees of the upland sites along the channel. The
Authority also continues working closely with the Beneficial Use Group of eight local resource
agencies to plan two more marsh/habitat sites at Atkinson Island. Construction on cells M5/M6
at Atkinson Island was completed in 2008.



The Authority’s future cost sharing obligations for the deferred construction elements are
expected to be derived from yearly operating revenues and approved by the Port Commission on
a year-to-year basis.

Bayport

The Authority determined over a decade ago that a new container and cruise complex was
needed to accommodate the expanding needs of existing customers and growth arising from new
customers. In response to this need, in May 1998 the Port Commission approved a conceptual
master plan for the Bayport Container and Cruise Terminal Complex. The facility is being built
on a site adjoining the Bayport Industrial District, an industrial complex in southeast Harris
County. The Bayport Terminal Complex is linked by that channel to the Houston Ship Channel.
Because the site is only five miles from the BCT site, customers at Bayport are expected to
benefit from the competitive rail and trucking charges and affordable ancillary services that are
currently available at BCT.

At completion, Bayport will include 7,000 feet of berth, 378 acres of container yard, additional
acres for buildings, equipment, cranes, and an intermodal rail yard. At capacity, the facility is
expected to move 2.3 million Twenty-foot Equivalent Units (TEUs) annually. While the primary
purpose of the Bayport Container and Cruise Terminal Complex is to provide container facilities
to keep pace with the expanding growth in Gulf container traffic, the plan also includes
provisions for a cruise terminal, with up to three cruise berths and an east-end turning basin.

Construction of Phase 1A and Phase 1 Stage 1 at Bayport is complete along with virtually all of
the construction of the first cruise terminal. At the completion of Phase 1, the terminal will
provide gate(s), administration and maintenance buildings, over 160 acres of container yard, 6
wharf cranes and 18 rubber-tire gantry cranes. Construction of the Phase 1 wharf is underway,
expanding the capacity to a total of 3,300 feet of wharf at completion. To facilitate access to the
container terminal and cruise facility, dedicated entrances are planned during later phases to
divert access to and from State Highway 146. These dedicated entrances will also minimize the
mixing of truck traffic with automobile traffic; and, thereby, providing a safer traffic
environment. Taken together, Phases 1A and 1 allow for the annual handling of 623,000 TEUS.
Planning of Phase 1 Stage 2 at Bayport is also now underway. The entire project, to be
completed over an estimated 15 to 20 year period according to market demand, has been
estimated to cost approximately $1.8 billion.

The Authority is committed to being a good neighbor during the building of the Bayport
Container and Cruise Terminal Complex and in the long term. The Authority’s record of
working through tough development issues, such as the widening and deepening project, is a
good indicator of its concern for the health of Galveston Bay. This track record illustrates that
the Authority strives for policies and programs that allow the community, the environment and
industry to co-exist successfully. The Port Commission and staff will continue to work
cooperatively with neighbors and environmental groups to accomplish its economic development
goals and to provide resources and synergy for a beneficial and productive Galveston Bay.



Environmental Affairs

The Environmental Affairs Department (“EAD”) maintained the Authority’s commitment of
pollution prevention, environmental compliance and continual improvement throughout 2008.
The EAD operates in specific program areas to improve environmental compliance and more
effectively manage its work. Environmental Affairs Program Coordinators assist in managing
and tracking the Authority’s Environmental Management System (“EMS”), Air and Sediment
Quality Program, and Water and Waste Management Program. EAD continued to maintain and
improve the EMS for the Turning Basin Terminal-Central Maintenance Facility and the Barbours
Cut Container Terminal, while continuing to prepare the Bayport Container Terminal for
certification to the ISO 14001:2004 standard.

Throughout the year, the EAD continued work started in 2006 to align the various goals in the
programs for the Environmental Protection Agency (EPA)’s National Environmental
Performance Track, the Texas Commission on Environmental Quality (TCEQ)’s Clean Texas
Program (Bronze Level), the Authority’s Environmental Management System (“EMS”) and the
Authority’s Balanced Scorecard (“BSC”). All of these performance-based programs maintained
the Authority’s vision of continual improvement and tracking of environmental performance.

Grant Funding

The Authority was awarded a grant through the TCEQ’s Texas Emission Reduction Plan
(“TERP”) program to replace 5 yard tractors with new lower emission and more fuel efficient
engines. The Authority was also awarded a TERP grant for 14 Rubber Tire Gantry Crane
engines (which will have fewer emissions and be more efficient than the current engines) in
2007. The air emission reductions (nitrogen oxides) associated with these projects will be applied
to the State Implementation Plan, to assist the region in its efforts to achieve attainment of the 8-
hour Ozone Standard.

Employee Commuter Program

The Authority vanpool program, consisting of eleven (11) leased vans, is part of the METROVan
program, sponsored by the Houston Metropolitan Transportation Authority (METRO) and by the
Houston-Galveston Area Council (H-GAC). The Authority vanpool program was initiated to
continue the Authority’s role as an environmental steward in air quality and to enhance the
Authority’s employee commuting options. In 2008, H-GAC recognized the Authority as a “Best
Workplace for Commuters” employer by having the options of carpooling, vanpooling, flextime
(9/80s) workweeks, and the use of pool cars by carpool riders. The specific benefits of the
vanpool program include:

e Reduction of approximately 900,000 miles driven per year

¢ Reduction of NOx by 0.47 tons per year, VOC by 0.48 tons per year and CO, by 490 tons
per year

e Reduction of gasoline consumption by about 43,000 gallons per year



Sustainability Strategy

Sustainable development (sustainability) was defined more than 20 years ago by the United
Nations Environmental Program’s Brundtland Commission as “Development that meets the
needs of the present without compromising the ability of future generations to meet their own
needs.” The sustainability reporting framework coined as the “triple bottom line” of economic
benefit, environmental stewardship, and social responsibility is a management principle that the
Authority is working to integrate into daily operations.

A newly established Sustainability Core Team in 2008 began drafting a Sustainability Strategy
that aligns directly to the Balanced Scorecard Initiative, to integrate sustainability goals and
strategies into other planning efforts undertaken by the Authority. This plan includes a schedule,
estimated cost and prioritization of Sustainable Development Objectives, and
recommendation/guidance for implementation which is to be finalized in 20009.

Air Quality Program

The Authority continues to meet commitments towards improving air quality in the Houston-
Galveston-Brazoria Area through air emission reductions of nitrogen oxides (NOx) and Volatile
Organic Compounds (VOC) through its operations of off-road and on-road fleets. In 2008, the
Authority continued to work towards reducing NOx emissions in its cargo-handling equipment
fleet at the Barbours Cut Container Terminal (BCT) through accelerated engine turnover.
During 2008, federal standards for marine and locomotive engines went into effect, which
mandated a reduction in sulfur content and which will result in cleaner emissions from this
equipment type. In 2008, the Authority’s on-road fleet included 11 new ultra-low and low
emission vehicles. With the Authority’s policy of purchasing the cleanest vehicles possible
when available per specifications, the Authority has reduced emission per vehicle by over 30%.
The Authority has continued to initiate a Clean Fleet Policy Program at the Bayport Container
Terminal (BPT) for its terminal users, where those users will be required to operate clean
equipment on port property.

During 2008, the Authority continued to refine its process for monitoring air emissions from
construction activities. The Authority previously participated in developing an emission
calculator, which includes a modeling equation that captures emissions from construction
equipment operations. This model calculates emissions based on the equipment type and length
of operation, and calculates air emissions (NOx, VOC, PM) from construction operations, to
assist the Authority in ensuring that its federally-permitted construction projects are being
developed within general conformity standards. In 2008, the Authority continued to utilize the
emission calculator for the Bayport project, which is being constructed under general conformity
of 25 tons NOx/year.

In 2008, the Authority conducted an emission inventory targeting all goods movement related to
port operations. This emission inventory captured ocean-going vessels, harbor crafts, cargo
handling equipment, on-road heavy-duty diesel trucks and locomotive activities along the
Houston Ship Channel. The data will be used to not only calculate NOx, VOC and Particulate
Matter, but also calculate Greenhouse Gases (GHG). The Goods Movement Emission Inventory
(“GMEI”) was completed in December 2008 and posted on Authority’s website in January 20009.
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The GMEI will become the foundation for developing the Authority’s Clean Air Strategy Plan in
2009.

The Authority continued to work with local and state regulatory entities in the development of
Houston-Galveston-Brazoria (“HGB”) state implementation plan to meet the 8-hour ozone
attainment standard. Non-road sources are potentially contributing 33% of NOx emissions, and
commercial marine activities are a large percentage of this non-road source. The Authority was
instrumental in providing comments to H-GAC on its voluntary control measures submitted to
the TCEQ. During 2008, Authority worked with the TCEQ and other local stakeholders to
determine viable control options from the maritime sector. These efforts are to be highlights
within the development and implementation of the Authority’s Clean Air Strategy Plan
(“CASP”). The CASP will evaluate potential measures and implementation options with input
from various experts and stakeholders. Each measure will benefit the HGB area and affect the
surrounding communities in a positive manner.

Storm Water

Storm water samples were collected and analyzed for all sites during 2008 to meet Multi-Sector
General Permit (MSGP) and Municipal Separate Storm Sewer System Permit (MS4)
requirements. The Authority had a MS4 inspection by the TCEQ in the fourth quarter of 2007.
The audit resulted in water-related findings that were addressed and considered closed by the
TCEQ during the first quarter 2008. The Authority added a storm water monitoring location at
Industrial Park East to satisfy a request from the regional TCEQ office.

The MSGP permit requires an annual review of the Storm Water Pollution Prevention Plans,
which was completed during the fourth quarter 2008. The sampling results were reviewed for
compliance with the permit limits and all sampling sites were below regulatory limits. Several
locations were identified to be above benchmark levels, and these locations will be reviewed to
determine what best management practices should be implemented to reduce contaminant levels.

The Texas General Land Office conducted inspections at the Sam Houston Pavilion and the
Barbours Cut Terminal; the audits resulted in no findings. A partnership with CLF Ventures was
approved during the fourth quarter; this partnership will evaluate the opportunity for Low Impact
Design at the Turning Basin Terminal (TBT) and BCT facilities. The project is anticipated to
start during the first quarter 20009.

Waste Minimization - Pollution Prevention

The Authority maintenance shops and marine fireboats generate both hazardous and non-
hazardous industrial waste regulated by the TCEQ and EPA. In 2008, the Authority generated
195,484 pounds of industrial waste; of which 85% was recycled. The Authority also collected
and recycled 476 passenger tires, 628 truck tires, and 252 oversize tires.

The Executive Building participates in an office paper-recycling program. In 2008, the building
recycled approximately 21 tons of office paper. This translates to a savings of 357 trees, 86,100
Kilowatt hours (KwH) of energy, 73 cubic yards of landfill space; 154,000 gallons of water; and
1320 tons of various air pollutants.



In 2008, the Authority collected approximately 11,454 tons of dunnage material at TBT; a
service provided to the Authority’s client shipping lines. The recycling goal for this material in
the Authority’s BSC is to establish a baseline from which to improve upon in subsequent years.
In 2008, the Authority recycled 585.3 tons or 5.4% of dunnage.

Remediation Projects

The TCEQ has agreed with the Authority’s recommendation to close the Wharf 10 remediation
project. The site was remediated under the TCEQ Leaking Petroleum Storage Tank (LPST)
Program. The Authority successfully recovered more than 22,000 gallons of gasoline from the
ground water, leaving no free phase product in the ground water. The gasoline originated from a
former tenant-operated gas station located several hundred feet from its location at the bulkhead
separating the Upper and Lower Level Roads at Wharf 10. The Authority successfully kept the
gasoline from entering the Houston Ship Channel via a dual phase ground water and vapor
extraction system and thermal oxidizer.

Energy Efficiency

The Authority Energy Management Program established an Energy Management Policy in 2006.
In 2008, the Energy Management Core Team’s objective was to consider energy conservation
measures for future projects relating to the Executive Office and various transit sheds at TBT and
BCT. A detailed Utility Assessment Report (UAR) of Turning Basin and Barbours Cut was
completed. The UAR addressed electrical consumption for lighting and building equipment.
Possible energy efficiencies for money saving opportunities were identified. After reviewing the
UAR the conservation measures are being re-evaluated because of a longer than desirable
payback time. The Authority’s Engineering and Environmental staff continue research into the
most beneficial funding options.

EMS Program Area

EAD continued to maintain and improve the EMS for the Turning Basin Terminal-Central
Maintenance Facility and the Barbours Cut Container Terminal, while continuing to prepare the
Bayport Container Terminal for certification to the ISO 14001:2004 standard. The Det Norske
Veritas Certification, Inc. audit to renew the Port’s ISO 14001 certification (including a scope
extension of the Bayport Terminal) was completed in early 2009.

Auditing Program Area

The Authority conducted two internal audits of the Environmental Management System to
ensure compliance with the 1SO 14001:2004 standard.

EAD maintained its protocol for conducting internal audits for both the Authority facilities and
tenants. In 2008, the department conducted 94 tenant site audits and audited all the Authority
operated facilities for various regulatory compliance elements, including:

e \Waste Management



Water Quality

Above/Underground petroleum storage tanks
Hazardous materials management

Spill prevention

e Air Quality

e PCB Management

e Asbestos Management

e Pesticide Management

Risk M anagement

The Authority has an active risk management program, administrated by in-house personnel.
The risk management program provides on-going safety training to the employees of the
Authority that is aimed at reducing accidents and on-the-job injuries. The Authority also
purchases insurance policies to cover risk of loss inherent in the operations of the Authority.
Types of coverage include a primary casualty insurance program that provides Worker’s
Compensation, General Liability and Automobile Liability under a Funded Deductible Cash
Flow Program and a “Port Package” policy which combines property, marine, excess general and
automobile liability coverage, and public official liability coverage into one placement. The
“Port Package” policy has deductibles that range between $25,000 and $2,500,000.

Financial Information

The accounting policies of the Authority and this report conform to accounting principles
generally accepted in the United States of America for local governmental units as prescribed by
the Governmental Accounting Standards Board. A summary of significant accounting policies
can be found in Note 1 to the financial statements.

The integrity and objectivity of data in these financial statements and supplemental schedules,
including estimates and judgments relating to matters not concluded at year-end, are the
responsibility of the management of the Authority. By state statute, the county auditor of Harris
County, Texas is the auditor of the Authority. The Harris County auditor maintains staff at the
Authority to carry out the statutory duties required of the auditor.

We direct the reader’s attention to the Management’s Discussion and Analysis (MD&A)
immediately following the Audit Opinion letter which provides an analytical overview of the
Authority’s financial activities and serves as an introduction to the basic financial statements

Internal Control

Management is responsible for establishing and maintaining internal control. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected
benefits and related costs of controls. In developing and evaluating the Authority's accounting
system, consideration is given to the adequacy of internal accounting controls. The objectives of
internal control are to provide management with reasonable, but not absolute, assurance that
assets are safeguarded against loss from unauthorized use or disposition, and that transactions are

10



executed in accordance with management’s authorization and recorded properly to permit the
preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America. Because of inherent limitations in any internal control,
misstatements due to error or fraud may occur and not be detected. Also, projections of any
evaluation of internal control to future periods are subject to the risk that the internal control may
become inadequate because of changes in conditions or that the degree of compliance with the
policies or procedures may deteriorate.

All internal control evaluations occur within the above framework. Management believes the
Authority's financial accounting controls, with ongoing independent internal audit functions
performed by the Harris County auditor, adequately safeguard assets and provide reasonable
assurance of properly recording financial transactions.

Employee Pension Plan Funding

The Authority has a noncontributory defined benefit retirement plan which covered 95% of
permanent full-time employees during both 2008 and 2007. The plan’s assets available for
benefits, at fair market value, were $96.7 million at August 1, 2008 and $101.1 million at August
1, 2007. The estimated pension benefit obligation exceeded assets by $21.0 million and $8.8
million for 2008 and 2007, respectively. The plan is funded primarily through investments in
equity and fixed-income securities.

I nvestment and Cash M anagement

The Authority’s investment portfolio, including cash and cash equivalents, amounted to $299.7
million at December 31, 2008, and was invested throughout the year in accordance with the
Authority’s stated investment policy, governed by the following objects in order of priority: (a)
preservation and safety of principal; (b) liquidity; and (c) yield. The Authority currently has the
ability and intent to hold the investments to maturity.

Cash temporarily idle during the year was invested in mutual funds managed by major fund
managers. The mutual funds were invested primarily in direct obligations of the U.S.
government or its agencies. Interest earned for the year totaled $8.2 million, of which
approximately $.3 million was capitalized to construction projects. The Authority’s portfolio at
December 31, 2008 was as follows: (amounts in millions)

Portfolio

Amount Percentage
Cash and cash equivalents $188.7 63.0%
U.S. government agencies 70.6 23.6%
Commercial paper 15.3 5.1%
Municipal Bonds 25.1 8.4%
Total $299.7 100.0%

11












Port of Houston Authority of Harris County, Texas
Directory of Officials

Port Commission

James T. Edmonds, Chairman
Stephen L. Phelps, Commissioner
James W. Fonteno Jr., Commissioner
Kase L. Lawal, Commissioner
Jimmy Burke, Commissioner
Janiece Longoria, Commissioner
Elyse Lanier, Commissioner

Other Officials

Wade M. Battles, Acting Executive Director
Thomas J. Heidt, Acting Director of Administration
James B. Jackson, Director of Facilities
Argentina M. James, Director of Public Affairs
Jimmy M. Jamison, Director of Operations
Charles D. Jenkins, Director of Planning & Environment
Ricky W. Kunz, Acting Director of Trade Development
Gilda Ramirez, Director of Small Business Development
Erik A. Eriksson, General Counsel
Steven J. Hackbarth, CPA, Controller
Orlando Sanchez, County Treasurer
Barbara Schott, CPA, County Auditor

15






INDEPENDENT AUDITORS’ REPORT

Port Commission
Port of Houston Authority of
Harris County, Texas

We have audited the accompanying statements of net assets of the Port of Houston Authority of Harris
County, Texas (the “Authority”), as of December 31, 2008 and 2007, and the related statements of
revenues, expenses, and changes in net assets and of cash flows for the years then ended, which
collectively comprise the Authority’s basic financial statements. These financial statements are the
responsibility of the Authority's management. Our responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the respective financial statements are free of material misstatement. An audit includes
consideration of internal control over financial reporting as a basis for designing audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the Authority's internal control over financial reporting. Accordingly, we express no such opinion. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
respective financial statements, assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, such financial statements present fairly, in all material respects, the financial position of
the Authority as of December 31, 2008 and 2007, and the respective changes in net assets and cash flows
for the years then ended in conformity with accounting principles generally accepted in the United States
of America.

The management's discussion and analysis, schedule of funding progress — Port of Houston Authority
Restated Retirement Plan, and schedule of funding progress — Port of Houston Authority Group Health
Plan are not a required part of the basic financial statements but is supplementary information required by
the Governmental Accounting Standards Board. This supplementary information is the responsibility of
the Authority's management. We have applied certain limited procedures, which consisted principally of
inquiries of management regarding the methods of measurement and presentation of the supplementary
information. However, we did not audit such information and we do not express an opinion on it.

Our audit was conducted for the purpose of forming an opinion on the Authority's basic financial
statements. The introductory section, statistical section and other information are presented for purposes
of additional analysis and is not a required part of the basic financial statements. This supplementary
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information is the responsibility of the Authority's management. Such information has not been subjected
to the auditing procedures applied in the audit of the basic financial statements and, accordingly, we
express no opinion on it.

June 24, 2009
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Port of Houston Authority
Management’s Discussion and Analysis
For the Year Ended December 31, 2008

(unaudited)

As management of the Port of Houston Authority of Harris County, Texas (“Authority”)
we offer readers of the Authority’s basic financial statements this narrative overview and
analysis of the financial activities of the Authority for the fiscal years ended December
31, 2008 and December 31, 2007. All amounts, unless otherwise indicated, are expressed
in thousands of dollars.

Financial Highlights

e The net assets of the Authority at December 31, 2008 were $902,404. Of this
amount, $214,339 are considered unrestricted net assets.

e The Authority’s net assets increased by $48,411 for the fiscal year ended
December 31, 2008.

e The Authority’s total assets increased by $130,253 during the fiscal year ended
December 31, 2008. The major component in this increase was the increase in
capital assets of $54,328 offset by a decrease in current assets of $16,247, an
increase in non-current assets of $64,300 and an increase in restricted assets of
$27,872.

e The Authority’s total liabilities increased by $81,842 during the fiscal year ended
December 31, 2008. The major component in this increase was the addition of
$106,967 in long-term debt, net of current maturities, a decrease of $32,632 in
current liabilities less current portion of debt and an increase of $7,507 in non-
current liabilities

e The Authority follows enterprise fund accounting and reporting requirements,
including the accrual basis of accounting and application of all Governmental
Accounting Standards Board (“GASB”) pronouncements.

Overview of Financial Statements

This discussion and analysis is intended to serve as an introduction to the Authority’s
basic financial statements. The Authority’s basic financial statements comprise the
following: 1) statements of net assets, 2) statements of revenues, expenses, and changes
in net assets, 3) statements of cash flows, and 4) notes to the financial statements. This
report also contains required supplementary information in addition to the basic financial
statements themselves.

The statements of net assets present information on all of the Authority’s assets and
liabilities, with the difference between the two reported as net assets. Over time,
increases or decreases in net assets may serve as a useful indicator of whether the
financial position of the Authority is improving or deteriorating.

The statements of revenues, expenses, and changes in net assets present information
showing how the Authority’s net assets changed during the most recent fiscal year. All
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changes in net assets are reported as soon as the underlying event giving rise to the
change occurs, regardless of the timing of the related cash flows. Thus, revenues and
expenses are reported in this statement for some items that will only result in cash flows
in future fiscal periods (e.g., uncollected property taxes and earned but unused vacation
leave).

The basic financial statements include not only the Port of Houston Authority (known as
the primary government), but also two legally separate blended component units, Port
Development Corporation (“PDC”) and Port of Houston Authority International
Corporation (“POHAIC”). Financial information for these component units is reported in
conjunction with the primary government.

Since the Authority follows enterprise fund accounting and reporting requirements, there
are statements of cash flows included as part of the basic financial statements.

In addition to the basic financial statements and accompanying notes, this report also
presents certain required supplementary information concerning the Authority’s progress
in funding its obligation to provide pension benefits to its employees which can be found
immediately after these notes. Also on this page is the schedule of funding progress for
the Authority’s OPEB obligation.

Financial Analysis

By far, the largest portion of the Authority’s net assets (72%) reflects its investment in
capital assets (e.g., land, buildings, machinery and equipment), less any related debt used
to acquire those assets, and excluding any remaining debt proceeds that are still
outstanding. The Authority uses these assets to provide services to its customers;
consequently these assets are not available for future spending. Although the Authority’s
investment in capital assets is reported net of related debt, it should be noted that the
resources to repay this debt must be provided from other sources, since the capital assets
themselves cannot be used to liquidate these liabilities.

An additional portion of the Authority’s net assets (4%) represents resources that are
subject to external restrictions on how they may be used. The remaining balance of
unrestricted net assets (24%) may be used to meet the Authority’s ongoing obligations to
employees and creditors.
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Port of Houston Authority Condensed Statements of Net Assets

2008 2007 2006
Current and other assets $366,256 $290,331 $327,369
Capital assets 1,187,033 1,132,705 976,095
Total assets 1,553,289 1,423,036 1,303,464
Long-term liabilities 601,951 487,477 404,242
Other liabilities 48,934 81,566 86,045
Total liabilities 650,885 569,043 490,287
Invested in capital assets, net of related debt 646,777 676,785 615,169
Restricted net assets 41,288 32,620 52,772
Unrestricted net assets 214,339 144,588 145,236
Total net assets $902,404 $853,993 $813,177

The Authority’s net assets increased by $48,411 during the fiscal year ended December
31, 2008. During fiscal year 2008, net assets invested in capital assets net of related debt
decreased $30,008 with an increase in capital assets of $54,328 plus an increase in
outstanding debt net of unspent proceeds of $84,337. During fiscal year 2008, restricted
net assets increased $8,668 as a result of increased tax receipts offset by the use of
restricted proceeds for construction. Unrestricted net assets increased $69,751.

The Authority’s net assets increased by $40,816 during the fiscal year ended December
31, 2007. During fiscal year 2007, net assets invested in capital assets net of related debt
increased $61,616 with an increase in capital assets of $156,610 plus and increase in
outstanding debt net of unspent proceeds of $94,994. During fiscal year 2007, restricted
net assets decreased $20,152 as a result of the use of restricted proceeds for construction.
Unrestricted net assets decreased $648.

Key elements of this increase are identified in the following schedule of Changes in Net
Assets and related explanations.
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Port of Houston Authority
Changesin Net Assets

Operating revenues:
Vessel and cargo services
Rental of equipment & facilities
Grain elevator
Bulk materials
Other
Nonoper ating revenues:
Investment income
Other
Nonoperating revenuesrelated to property
taxes:
Property taxes
Interest income on unlimited tax bonds

Total Revenues

Operating expenses.
Maintenance and operation of facilities
General and administrative
Depreciation and amortization
Nonoper ating expenses-
Interest expense on revenue bonds
Contribution to federal and state agency
Nonoper ating expenses related to property
taxes:
Interest expense on unlimited tax bonds
Property tax expense
Other, net

Total Expenses

Income befor e contributions
Contributions from federal and state agency
Net Income

Net assets, January 1

Net assets, December 31

2008 2007 2006
$ 172,381 164,595 $ 143,550
19,984 18,872 18,103
787 809 717
2,319 2,903 3,221
2,522 3,679 2,072
7,154 10,019 11,606
982 6,734 1,060
48,675 35,819 29,454
1,113 2,045 2,077
255,917 245,475 211,860
105,579 98,343 80,809
36,898 40,063 29,527
44,016 34,161 28,436
0 0 176
4,224 29,017 5,457
21,344 10,124 10,775
1,083 480 67
423 357 360
213,567 212,545 155,607
42,350 32,930 56,253
6,061 7,886 6,490
48,411 40,816 62,743
853,993 813,177 750,434
$902,404 $853,993 $813,177
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Vessel and cargo services revenues increased 4.7% in 2008 to $172,381. Tariffs were
increased in 2008 over 2007 an average of 3%. Tariffs for steel increased to $1.85 per
short ton, which was a $.05 per short ton increase from 2007. Volumes increased in
general cargo (8%), bulk grain (20%), and container TEU’s (1%). Total Authority
tonnage of 42.7 million tons increased 6% from 2007. Nonoperating revenues’
investment income in 2008 decreased $2.9 million due to investments maturing and
utilized to increase capital assets as well as falling interest rates. Nonoperating revenues
related to property taxes in 2008 increased approximately $12.9 million. This was due
primarily to an increase in the property tax rate in 2008 and increased property
valuations.

2008 Revenues
Property Contributions
Taxes 2% Nonoperating

19% 3%

Operating

76%

Vessel and cargo services revenues increased 14.7% in 2007 to $164,595. Tariffs were
increased in 2007 over 2006 an average of 5%. Tariffs for steel increased to $1.80 per
short ton, which was a $.05 per short ton increase from 2006. Volumes increased in bulk
materials handling plant (9%), bulk grain (9%), and container TEU’s (10%). Total
Authority tonnage of 40.4 million tons steady from 2006. Nonoperating revenues
investment income in 2007 increased $1.6 million due to investments maturing and
utilized to increase capital assets. Nonoperating revenues related to property taxes in
2007 increased approximately $6.3 million. This was due primarily to an increase in the
property tax rate in 2007.

22



2007 Revenues

Contributions
3%
Property Taxes Nonoperating
15% 7%

Operating
75%

Maintenance and operation of facilities expenses increased by $7.2 million (7.4%) from
2007. The majority of the increase was made up of the following: a) increases in salaries
and benefits of $3.3 million; b) an increase of $1.7 million in fees and services; and c) an
increase of $2.2 million in other expense. General and administrative expenses decreased
by $3.2 million (7.9%) from 2007. The majority of the decrease was made up of the
following: a) an increase in salaries and benefits of $1.5 million; b) a decrease in legal
and professional fees of $3.4 million; c) a decrease of $1.7 million in entertainment
expenses, d) an increase of $.4 million in other expenses. Depreciation and amortization
increased $9.9 million.

2008 Expenses

Nonoperating

Depreciation Related to
Property Taxes
21% 9% Other

Admin

18%

Operating
50%
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Maintenance and operation of facilities expenses increased by $17.5 million (21.7%)
from 2006. The majority of the increase was made up of the following: a) increases in
salaries and benefits of $5.2 million; b) increase in maintenance of buildings, machinery
and equipment, materials and supplies of $3.0 million; (c) increase in utilities of $3.0
million; and (d) increase of $6.3 million due to OPEB obligation. General and
administrative expenses increased by $10.5 million (35.7%) from 2006. The majority of
the increase was made up of the following: a) increase in salaries and benefits of $2.8
million; b) increase in legal and professional fees of $3.2 million; c) an increase of $1.6
million in Economic Development Support; d) recognition of $3.3 million in OPEB
obligations; and e) a decrease of $.4 million in other expenses. Depreciation and
amortization increased $5.7 million.

2007 Expenses

Nonoperating
related to Property
Taxes
6%

Depreciation
16%

Admin
19%

Other
14%

Operating
45%

Capital Asset and Debt Administration

Capital assets. The Authority’s investment in capital assets as of December 31, 2008,
amounts to $1,187.0 million (net of accumulated depreciation). This investment in
capital assets includes land, buildings, improvements other than buildings, railroads,
machinery and equipment, and construction-in-progress. The total increase in the
Authority’s investment in capital assets for the current fiscal year was 4.8%.

Major capital asset events during 2008 included the following:

e Land and Channel Improvements increased by $33.9 million due primarily to the
creation of additional dredge disposal site capacity along the Houston Ship
Channel and Land improvements due to Bayport Terminal.

e Buildings increased $28.9 million due primarily to construction of Bayport.

e Machinery & equipment net additions totaled approximately $36.3 million in
2008 of which there were $38.1 million in additions offset by the retirement of
$1.8 million. The additions primarily consisted of the purchase of two (2) wharf
cranes for Bayport Terminal for $17.9 million, security equipment for $10.7
million and other machinery and equipment totaling $9.6 million.
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Improvements other than buildings increased $161.7 million primarily due to
Bayport Container Yards of $96.7 million, Bayport Cruise Terminal of $15.1
million, Jacintoport fender system for $4.9 million, entry/exit gates at Barbours
Cut Terminal of $26.7 million, various Security enhancements of $4.9 million,
and additional improvements other than buildings of $13.4 million.

Railroads decreased $.1 million due to retirements.

Capitalized interest (net of capitalized income) totaling $2.7 million was added to
the cost of assets for 2008.

Construction-in-progress decreased $154.0 million in 2008. This included
additions of $90.6 million and offset by transfers to other capital asset classes of
$244.6 million and due primarily to the construction of various projects at the
Bayport Terminal.

Accumulated depreciation had an increase of $40.1 million net of retirements in
2008.

The Authority’s investment in capital assets as of December 31, 2007, amounts to
$1,132.7 million (net of accumulated depreciation). This investment in capital assets
includes land, buildings, improvements other than buildings, railroads, machinery and
equipment, and construction-in-progress.  The total increase in the Authority’s
investment in capital assets for the current fiscal year was 16%.

Major capital asset events during 2007 included the following:

Land and Channel Improvements increased by $34.0 million due primarily to the
creation of additional dredge disposal site capacity along the Houston Ship
Channel and Land improvements due to Bayport Terminal.

Buildings increased $5.8 million due primarily to construction of Bayport.
Machinery & equipment net additions totaled approximately $61.9 million in
2007 of which there were $62.1 million in additions offset by the retirement of $.2
million. The additions primarily consisted of the purchase of RTG cranes for
Bayport Terminal for $25.8 million, dockside electric cranes for Bayport
Terminal for $28.0 million and other machinery and equipment totaling $8.1
million.

Improvements other than buildings increased $219.4 million primarily due to
Marine Terminal gate at Bayport for $30.9 million, Phase 1A of Bayport
Container Terminal Wharves for $117.0 million, Cruise Terminal Wharf at
Bayport for $42.3 million, replacement of fender system at Wharf 16 for $1.6
million, C1-C4 Return Road for $3.1 million, lift station at Bayport for $1.8
million, relocation of the main gate at Turning Basin $1.7 million, slope failure at
Manchester $1.8 million, and additional improvements other than buildings of
$19.2 million.

Railroads increased $1.0 million.

Capitalized interest (net of capitalized income) totaling $7.8 million was added to
the cost of assets for 2007.

Construction-in-progress decreased $133.2 million in 2007. This included
additions of $218.0 million and offset by transfers to other capital asset classes of
$351.2 million and due primarily to the construction of various projects at the
Bayport Terminal.
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e Accumulated depreciation had an increase of $32.2 million net of retirements in

2007.
PORT OF HOUSTON AUTHORITY Capital Assets
(net of depreciation)
2008 2007 2006

Land and Channel Improvements $332,805 $298,900 $264,937
Buildings 50,736 23,799 20,057
Improvements other than buildings 520,549 380,712 176,886
Railroads 29,747 30,885 31,130
Machinery and equipment 144,207 123,098 74,578
Construction-in-progress 108,989 275,311 408,507

$1,187,033 $1,132,705 $976,095

Additional information on the Authority’s capital assets can be found in Note 5.
L ong-term debt:

At the end of 2008, the Authority had total long-term debt outstanding of $571.3 million
(net of deferred amounts). Of this amount, $571.3 million was Unlimited Tax Port
Improvement Bonds and Unlimited Tax Refunding Bonds (referred to as General
Obligation Bonds) and whose debt service is paid from ad valorem taxes levied and
collected by Harris County Tax Assessor and Collector.

At the end of 2007, the Authority had total long-term debt outstanding of $464.4 million
(net of deferred amounts). Of this amount, $350.9 million was Unlimited Tax Port
Improvement Bonds and Unlimited Tax Refunding Bonds (referred to as General
Obligation Bonds) and whose debt service is paid from ad valorem taxes levied and
collected by Harris County Tax Assessor and Collector. The remainder consisted of
$113.5 million of Commercial Paper.
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Outstanding Debt
General Obligation, Revenue Bonds and Commercial Paper
(net of deferred amounts)

(in millions)
2008 2007 2006

General Obligation Bonds

Unlimited Tax Port Improvement Bonds $132.1 $139.3 $146.3

Unlimited Tax Refunding Bonds 439.2 211.6 220.6

Total General Obligation Bonds 571.3 350.9 366.9
Commercial Paper 0.0 113.5 21.7
Total Long-Term Debt 571.3 464.4 388.6
Less Current Maturities (15.6) (129.1) (37.2)
Long-Term Debt (net of deferred amounts) $555.7 $335.3 $351.4

The Authority’s total long-term debt increased $106.9 million during the current fiscal
year. The key factors in this increase were the sale of $122.5 million in commercial
paper offset by $15.6 million in debt service payments.

During 2008, the Authority issued $234.6 million of unlimited tax refunding bonds and
used the proceeds, net of issuance cost, to term out $236.0 million of Series A (AMT)
Commercial Paper Notes.

The Authority’s total long-term debt increased $75.8 million during 2007. The key
factors in this increase were the sale of $91.8 million in commercial paper offset by $16.0
million in debt service payments.

There were no bonds issued in 2007 by the Authority.

Additional information on the Authority’s long-term debt can be found in Note 7.

Economic Factorsand Next Year’s Budget and Rates

e Inflation averaged upward for 2008 at 3.9% with a downward trend in late 2008
continuing into 2009.

e Due to the overall market conditions, the total number of ships calling on
Authority docks decreased in 2008 (3,569) versus 2007 (3,599).

e The container ships that did call at the Authority’s docks carried more tons in
2008 (16,865) versus 2007 (16,425).
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All of the above factors were considered in preparing the Authority’s budget for the 2009
fiscal year. The Authority increased tariffs an average of 5% effective January 2009 and
this is estimated to increase operating revenues for 20009.

Requestsfor Information

The financial report is designed to provide a general overview of the Authority’s finances
for all those with an interest in the Authority’s finances. Questions concerning any of the
information provided in this report, or requests for additional information, should be
addressed to the Office of the Controller, Port of Houston Authority, 111 East Loop
North, Houston, Texas 77029.
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Port of Houston Authority
Statements of Net Assets
December 31, 2008 and 2007
(in thousands)

2008 2007
Assets
Current Assets
Cash and cash equivalents $141,726 $133,340
Investments 46,305 60,408
Receivables (net of allowance for uncollectibles) 17,698 28,215
Restricted assets:
Cash and cash equivalents 49,182 21,710
Property tax receivables 40,717 28,918
Investments 0 11,399
Inventories 271 278
Prepaids 2,633 2,639
Total Current Assets 298,532 286,907
NonCurrent Assets
Investments Long-Term 64,665 0
Deferred charges 3,059 3,424
Capital Assets (net of accumulated depreciation):
Land and Channel limprovements 332,805 298,900
Buildings 50,736 23,799
Improvements other than buildings 520,549 380,712
Railroads 29,747 30,885
Machinery and equipment 144,207 123,098
Construction-in-progress 108,989 275,311
Total Capital Assets 1,187,033 1,132,705
Total Noncurrent assets 1,254,757 1,136,129
Total Assets 1,553,289 1,423,036
Liabilities
Current Liabilities
Accounts payable and other current liabilities 27,626 56,822
Deferred revenue 3,796 3,806
Liabilities payable from restricted assets:
Current maturities of long-term debt
Commercial Paper 0 113,478
Unlimited tax bonds 15,600 15,580
Accrued interest payable
Unlimited tax bonds 10,047 4,728
Contracts payable and accrued liabilities 7,465 16,210
Total current liabilities payable from restricted assets 33,112 149,996
Total Current Liabilties 64,534 210,624
NonCurrent Liabilities
Long-term debt, net of current maturities 555,755 335,330
Other noncurrent liabilities
Due in more than one year 30,596 23,089
Total NonCurrent Liabilities 586,351 358,419
Total liabilities 650,885 569,043
Net Assets
Invested in capital assets, net of related debt 646,777 676,785
Restricted for:
Capital 3,978 3,846
Debt Service 37,310 28,774
Unrestricted 214,339 144,588
Total net assets $902,404 $853,993

See notes to the financial statements
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Port of Houston Authority

Statements of Revenues, Expenses and Changes in Net Assets
For the Years Ended December 31, 2008 and 2007

(in thousands)

Operating revenues:
Vessel and cargo services
Rental of equipment and facilities
Grain elevator
Bulk materials
Other
Total

Operating expenses:
Maintenance and operation of facilities
General and administrative
Depreciation and amortization
Total

Operating income

Nonoperating revenues (expenses):
Investment income
Contribution to federal and state agencies
Recognition of deferred revenue
Other, net
Total

Income before nonoperating revenues (expenses)
related to property taxes

Nonoperating revenues (expenses)
related to property taxes:
Property taxes
Investment income on unlimited tax bonds proceeds
Interest expense on unlimited tax bonds
Property tax expense
Other, net
Total

Income before contributions

Contribution from federal and state agencies
Net income

Net assets, January 1

Net assets, December 31

2008 2007

$172,381 $164,595
19,984 18,872
787 809
2,319 2,903
2,522 3,679
197,993 190,858
105,579 98,343
36,898 40,063
44,016 34,161
186,493 172,567
11,500 18,291
7,154 10,019
(4,224) (29,017)

0 5,000

982 1,734
3,012 (12,264)
15,412 6,027
48,675 35,819
1,113 2,045
(21,344) (10,124)
(1,083) (480)
(423) (357)
26,938 26,903
42,350 32,930
6,061 7,886
48,411 40,816
853,993 813,177
$902,404 $853,993

See notes to the financial statements
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Port of Houston Authority of Harris County, Texas
Statements of Cash Flows
For the years ended December 31, 2008 and 2007
(in thousands)

2008
Cash Flows from operating activities
Cash received from customers $205,377
Cash paid to suppliers for goods and services (68,635)
Cash paid to employees for services (37,038)
Cash paid for employee benefits (28,652)
Cash from other services 472
Cash paid for other purposes 786
Net cash provided by operating activities 72,310
Cash flows from noncapital financing activities
Repayment of advances from developer (2,661)
Property taxes received 36,394
Contributions paid to others (4,224)
Property tax collection expenses paid (1,035)
Net cash provided by noncapital financing activities 28,474
Cash flows from capital and related financing activities
Contributions received from state and federal agencies 9,606
Proceeds from issuance of long-term debt 123,086
Issuance costs of long-term debt (428)
Repayment of long-term debt and funding of escrow (15,580)
Interest on long-term debt (19,532)
Acquisition and construction of capital assets (130,541)
Proceeds from retirement of assets (160)
Net cash used in capital financing activities (33,549)
Cash flows from investing activities
Purchase of investments (228,878)
Proceeds from maturities of investments 192,080
Interest on investments 5,421
Net cash provided by investing activities (31,377)
Net (decrease)/increase in cash and cash equivalents 35,858
Cash and cash equivalents, January 1 155,050
Cash and cash equivalents, December 31 $190,908
Current cash and cash equivalents $141,726
Restricted cash and cash equivalents $49,182

See notes to the financial statements
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2007

$189,552
(67,490)
(32,057)
(28,280)
641
(33)

62,333

(2,323)

32,691

(6,829)
(943)

22,596

6,134
91,734
0
(15,470)
(19,613)
(207,199)
467

(143,947)

(201,344)
250,750
9,467

58,873

(145)

155,195

$155,050

$133,340

$21,710



Port of Houston Authority of Harris County, Texas
Statements of Cash Flows - continued
For the years ended December 31, 2008 and 2007
(in thousands)

2008 2007
Reconciliation of operating income to
net cash provided by operating activities
Operating income $11,500 $18,291
Adjustments to reconcile operating income to
Net cash provided by operating activities
Depreciation and amortization 44,015 34,161
Provision for doubtful accounts 120 120
Miscellaneous nonoperating income (expense), net 1,655 5,922
Change in assets and liabilities
Increase/(Decrease) in trade and other receivables 6,805 (2,721)
Decrease in prepaids (1,036) (2,582)
Increase/(Decrease) in inventories 8 (35)
(Increase)/Decrease in accounts payable 8,637 13,020
and accrued liabilities
Increase in accrued vacation and sick leave 326 310
Increase/(Decrease) in deferred revenue 280 (4,153)
Net cash provided by operating activities $72,310 $62,333
Noncash investing, capital, and financing activities:
Increase in fair value of investments 409 28
Contributions to others 7 22,188

See notes to the inancial statements
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Port of Houston Authority of Harris County, Texas
Notesto the Financial Statements
For the Years Ended December 31, 2008 and 2007
(in thousands)

1. Summary of Significant Accounting Palicies
Reporting Entity

The Port of Houston Authority of Harris County, Texas (“Authority”) is an independent
political subdivision created under the constitution of the state of Texas. The Port
Commission, composed of seven commissioners, governs the Authority. Harris County,
Texas (“County”) and the City of Houston, Texas (“City of Houston) each appoint two
commissioners to the Port Commission and jointly appoint the chairman. The City of
Pasadena, Texas (“City of Pasadena”) and the Harris County Mayors and Councils
Association (“Association”), representing 26 cities, each appoint one commissioner.
Under state law, the County auditor serves as the auditor of the Authority and the County
treasurer serves as the Treasurer of the Authority. The Authority is not a component unit
of the County, the City of Houston, the City of Pasadena or the Association since none of
these entities exercise financial accountability over the Authority. The Authority is
considered a primary government entity since it satisfies all of the following criteria: (a)
no entity appoints a voting majority of its governing body; (b) it is legally separate from
other entities; and (c) it is fiscally independent of other state and local governments.

The financial statements of the Authority include all operations and activities of the
Authority and its blended component units for which the Port Commission has financial
accountability as defined above. Blended component units, although legally separate
entities, are, in substance, part of the government’s operations.

Blended Component Units

The Port Development Corporation (“PDC”) was organized by the Authority under the
State of Texas Development Corporation Act of 1979. PDC is a nonprofit corporation that
issues industrial development revenue bonds to promote and develop commercial,
industrial and manufacturing enterprises and to promote and encourage employment and
public welfare. The issuance of any such bonds is approved by the Board of Directors (the
“Board”) of PDC and the Texas Economic Development Commission (“TEDC”). Net
earnings of PDC may be distributed to the Authority by action of the Board or upon
dissolution of PDC. PDC is considered a blended component unit of the Authority as the
governing boards of the Authority and PDC are substantially the same, and the Authority
is able to impose its will on PDC, as defined in Governmental Accounting Standards
Board (“GASB”) Statement No. 14, “The Financial Reporting Entity.”

The Port of Houston Authority International Corporation (“POHAIC”), was organized
during the fiscal year 2002 for the purpose of aiding, assisting and acting on behalf of the
Authority in the performance of its governmental functions to promote the common
good and general welfare of the Authority by providing consulting services to
international port authorities and private businesses, including, but not limited to,
terminal operators, engineering firms and construction companies, in the areas, among
others, of trade development, administration, facilities, land, equipment, operations,
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Port of Houston Authority of Harris County, Texas
Notesto the Financial Statements
For the Years Ended December 31, 2008 and 2007
(in thousands)

security/protection and general management and to promote, develop, encourage and
maintain employment, commerce and economic development in the Authority. POHAIC
is considered a blended component unit of the Authority under the provisions of GASB
Statement No. 14 as the Authority (1) appoints a voting majority of POHAIC’s board, (2)
is able to impose its will on POHAIC and (3) the board of the Authority and POHAIC are
substantially the same.

Basis of Accounting

The Authority follows enterprise fund accounting and reporting requirements, including
the accrual basis of accounting and application of all GASB pronouncements as well as
the Financial Accounting Standards Board (“FASB”) pronouncements issued on or
before November 30, 1989, unless those pronouncements conflict with or contradict
GASB pronouncements.

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and
the reported amount of revenues and expenses during the reporting period. Actual results
could differ from these estimates.

Operating revenues and expenses generally result from providing services in connection
with ongoing operations. The principal revenues of the Authority are charges to
customers for sales and services. The Authority also recognizes revenue in the form of
rents and consulting fees. Operating expenses include the cost of services, administrative
expenses and depreciation on capital assets. All revenues and expenses not meeting this
definition are reported as nonoperating revenues and expenses.

Cash and Cash Equivalents

All cash and highly liquid time deposits and short-term investments with original
maturities of three months or less when purchased are considered to be cash equivalents.
Certificates of deposit with maturities over three months are considered time deposits.

| nvestments

All investments are recorded at fair value based upon quoted market prices with the
difference between the purchase price and market price being recorded as investment
income. For disclosure of custodial risk for all investments see Note 2.

Trade Receivables

All trade receivables are shown net of an allowance for uncollectible accounts.
Allowances are calculated utilizing a two-part formula.  An average of the last five
years’ bad debt write-offs is calculated. Since this number is usually small, substantially
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the allowance is calculated at 5% of total receivables that, in the opinion of management,
IS reasonable.

Inventory

Inventory consists of materials and supplies and is stated at cost, determined on an
average cost method.

Prepaid Items

Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid items.

Deferred Dredging

The cost of periodic maintenance dredging of berthing areas adjacent to the Authority’s
wharves and of certain ship channels not maintained by the federal government is
capitalized in deferred charges and amortized over three to four years. Amortization for
2008 amounted to $1.9 million and is included in depreciation and amortization in the
Statement of Revenues, Expenses and Changes in Net Assets.

Property Taxes

Property taxes (net of collection expenses) are used to pay debt service of the unlimited
tax bonds. Property is appraised, and a lien on such property becomes enforeceable, as of
January 1, subject to certain procedures for rendition, appraisal, appraisal review and
judicial review. Property taxes are levied September 1 for the year in which assessed.
Taxes become delinquent February 1 of the following year and are subject to interest and
penalty charges. Harris County bills and collects property taxes of the Authority for a fee
and remits collections to the Authority. Property tax collection expenses incurred by the
Authority for the years ended December 31, 2008 and 2007 were $600 and $587
respectively.

The tax rates levied for the years ended December 31, 2008 and 2007 were $.01773 and
$.01437, respectively, per $100 assessed valuation.

Restricted Assets

Unspent net proceeds for unlimited tax improvement bonds and proceeds available from
taxes receivable are classified as restricted assets because their use is limited by
applicable bond covenants.

Capital Assets

Capital assets are defined by the Authority as assets with an initial, individual cost of
more than $5 and an estimated useful life of one year or greater. Property constructed or
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acquired by purchase is stated at cost. Property received as a contribution is stated at
estimated fair value on the date received.

The cost of normal maintenance and repairs that do not add value to the asset or
materially extend asset lives are not capitalized. The Authority capitalizes, as a cost of its
constructed assets, the interest expense of related borrowings less the interest earned on
temporary investment of the proceeds of those borrowings from the date of borrowing.
Capitalized interest increased the cost of assets constructed by the Authority by
approximately $2,691 and $7,842 in 2008 and 2007, respectively.

Depreciation is computed using the straight-line method over the following useful lives:

Railroads 25-40 years
Buildings 20-40 years
Improvements other than buildings 20-50 years
Machinery and equipment 3-20 years

Premiums (Discounts) on Bonds Payable and I ssuance Costs

Issuance costs, premiums and discounts are amortized using the interest cost basis.
Bonds payable are reported net of the applicable bond premium or discount. Bond
issuance costs are reported as deferred charges and amortized over the term of the related
debt.

Vacation and Sick L eave

Employees earn vacation at rates of 10 to 25 days per year and may accumulate a
maximum of 20 to 50 days, depending on their length of employment. Upon termination,
employees are paid for any unused accumulated vacation days at their current pay rate.
Employees earn sick leave at the rate of 12 days per year. Upon termination or
retirement, employees are paid for any unused sick leave days at their current pay rate up
to a maximum of 60 days. With sufficient accruals, employees are allowed to receive
payments at year-end of up to a maximum of 12 days of their unused sick leave, limited
to $.235 per day or $2.8 for 96 hours.

New Accounting Pronouncements

In November 2006, GASB issued Statement No. 49, “Accounting and Financial
Reporting for Pollution Remediation Obligations.” This statement addresses accounting
and financial reporting standards for pollution (including contamination) remediation
obligations, which are obligations to address the current or potential detrimental effects
of existing pollution by participating in pollution remediation activities such as site
assessments and cleanups. The requirements of this statement are effective for financial
statements for periods beginning after December 15, 2007 with measurement of pollution
remediation liabilities required at the beginning of that period so that beginning net assets
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can be restated. Management of the Authority has implemented GASB Statement No 49
and has determined that there is no material effect upon its financial position, results of
operations or cash flows for 2008.

In May 2007, GASB issued Statement No. 50, “Pension Disclosures.” This statement
requires disclosure in the notes to the financial statements of a) the current funded status
of the plan, b) governments that use the aggregate actuarial cost method to disclose the
funded status and present a multi-year schedule of funding progress using the entry age
actuarial cost method as a surrogate and c) disclosure by governments participating in
multi-employer cost-sharing pension plans of how the contractually required contribution
is determined. The provisions of Statement No. 50 generally are effective for periods
beginning after June 15, 2007. Management of the Authority has adopted GASB
Statement No. 50 in 2008 and has disclosed the relevant information in Note 9.

In June 2007, GASB issued Statement No. 51, “Accounting and Financial Reporting for
Intangible Assets.” This statement requires that an intangible asset be recognized in the
statement of net assets only if it is considered identifiable. Additionally, this Statement
establishes a specified-conditions approach to recognizing intangible assets that are
internally generated. This Statement also provides guidance on recognizing internally
generated computer software as an intangible assets. The requirements in this Statement
improve financial reporting by reducing inconsistencies that have developed in
accounting and financial reporting for intangible assets. The requirements of this
Statement are effective for financial statements for periods beginning after June 15, 2009
and are required to be applied retroactively. Management of the Authority has not
determined the impact, if any, upon its financial position, results of operations or cash
flows upon adoption.

In November 2007, GASB issued Statement No. 52, “Land and Other Real Estate Held as
Investments by Endowments.” This Statement establishes consistent standards for the
reporting of land and other real estate held as investments by essentially similar entities.
It requires endowments to report their land and other real estate investments at fair value.
Governments also are required to report the changes in fair value as investment income
and to disclose the methods and significant assumptions employed to determine fair
value, and other information that they currently present for other investments reported at
fair value. Reporting land and other real estate held as investments at fair value enhances
user’ ability to meaningfully evaluate an entity’s investment decisions and performance.
This statement is effective for periods beginning after June 15, 2008. Management of the
Authority has not determined the impact, if any, upon its financial position, results of
operations or cash flows upon adoption.

In June 2008, GASB issued Statement No. 53, “Accounting and Financial Reporting for
Derivative Instruments.” This Statement addresses the recognition, measurement, and
disclosure of information regarding derivative instruments entered into by state and local
governments. This Statement improves financial reporting by requiring governments to
measure derivative instruments, with the exception of synthetic guaranteed investment
contracts (SGIC’s) that are fully benefit-responsive, at fair value in their economic
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resources measurement focus financial statements. Changes in fair value of hedging
derivative instruments are reported in statement of net assets as deferrals while changes
in fair value of investment derivative instruments are reported within the investment
revenue classification. This Statement is effective for financial statements for periods
beginning after June 15, 2009.  Management of the Authority has not determined the
impact, if any, upon its financial position, results of operations or cash flows upon
adoption.

In March 2009, GASB issued Statement No. 54, “Fund Balance Reporting and
Governmental Fund Type Definitions. The objective of this Statement is to enhance the
usefulness of fund balance information by providing clearer fund balance classifications
that can be more consistently applied and by clarifying the existing governmental fund
type definition. The definitions of the general fund, special revenue fund type, capital
projects type, debt service fund type and permanent fund type are clarified by provisions
in this Statement. The fund balance classification approach in this Statement will require
governments to classify amounts consistently. This Statement is effective for periods
beginning after June 15, 2010. Management of the Authority has determined that there is
no impact upon its financial position, results of operations or cash flows upon adoption.

In March 2009, GASB issued Statement No. 55, “The Hierarchy of Generally Accepted
Accounting Principles for State and Local Governments.” The objective of this
Statement is to incorporate the hierarchy of generally accepted accounting principles
(GAAP) for state and local governments into the GASB’s authoritative literature. The
Statement will improve financial reporting by contributing to the GASB’s efforts to
codify all GAAP for state and local governments so that they derive from a single source.
This Statement is effective immediately and does not result in a change in current
practice.

In March 2009, GASB issued Statement No. 56, “Codification of Accounting and
Financial Reporting Guidance Contained in the AICPA Statements on Auditing
Standards.” The objective of this Statement is to incorporate into the GASB’s
authoritative literature certain accounting and financial reporting guidance presented in
the American Institute of Certified Public Accountants’ Statements on Auditing
Standards. This Statement does not establish new accounting standards but rather
incorporates the existing guidance (to the extent appropriate in a governmental
environment) into the GASB standards. This Statement will improve financial reporting
by contributing to the GASB’s efforts to codify all sources of generally accepted
accounting principles for state and local governments so that they derive from a single
source. This statement is effective immediately and does not have a significant impact on
the Authority’s financial statements.

2. Cash and I nvestments

The Authority’s cash and cash equivalents of $190,908 and $155,050 as of December 31,
2008 and 2007, respectively, are maintained in demand accounts and mutual funds
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managed by a major fund manager. The bank balance at December 31, 2008 and 2007
was $195,343 and $157,113, respectively, of which the amount on deposit in demand
accounts is fully covered by the federal deposit insurance through the FDIC or
collateralized with securities held by the Authority’s depository institution in joint
safekeeping at the Federal Reserve Bank of Chicago in the Authority’s name. The
mutual funds are invested primarily in direct obligations of the U.S. government or its
agencies and are not subject to categorization in accordance with GASB Statement No. 3,
“Accounting and Financial Reporting for Certain Investments and for External
Investment Pools.”

In accordance with authorized state statutes, the Authority invests in fully collateralized
or insured time deposits, direct debt securities of the United States or its agencies,
commercial paper, money market mutual funds, collateralized mortgage obligations, the
underlying security for which is guaranteed by an agency of the United States, and fully
collateralized repurchase agreements. Repurchase agreements must be purchased
pursuant to a master repurchase agreement which specifies the rights and obligations of
both parties and requires that the securities involved in the transactions be held in a
safekeeping account subject to the control and custody of the Authority. Investments in
security repurchase agreements may be made only with the Authority’s depository bank
or with state or national banks domiciled in the state of Texas. The Authority did not
invest in repurchase agreements during 2008 or 2007.

In accordance with GASB Statement No. 40, “Deposit and Investment Risk Disclosures,”
the Authority’s financial statements are required to address credit risk, concentration of
credit risk, interest rate risk and foreign currency risk of investments.

Credit Risk - Credit risk is the risk that an issuer or other counterparty to an investment
will not fulfill its obligations. To minimize this risk, the Authority’s Statement of
Investment Policy does not allow any fixed income securities below the investment grade
of BAA. U. S. Agencies are rated AAA by Standard & Poors and Aaa by Moody’s
Investors Service. Commercial Paper is rated A-1+ by Standard & Poors and P-1 by
Moody’s Investors Service.

Concentration of Credit Risk — Concentration of credit risk exists when investments are
concentrated in one issue. More than 5% of the Authority’s investments at December
31, 2008 are in FHLB DISC notes (6.4%), FNMA DISC notes (5.3%), FHLB NOTE
(9.8%), FHLMC NOTE (42.1%), American International Group (AIG) CP (13.8%), and
HARRIS COUNTY TEXAS Municipal Bond (22.6%).

Interest Rate Risk — Interest rate risk is the risk that changes in interest rates will
adversely affect the fair value of the Authority’s investments. The Authority’s fixed
income accounts are managed by the Harris County Financial Services Department and
monitored monthly for compliance with the Authority’s investment policy which limits
the overall investment portfolio’s weighted average maturity to 2.5 years maximum.

The following table details the U.S. Dollar holdings and their weighted average maturity as
of December 31, 2008.
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Security Type

Agency Securities:
FHLB DISC
FHLB NOTE
FHLMC NOTE
FHLMC NOTE
FHLMC NOTE
FNMA DISC
FNMA DISC

Total

Commercial Paper:
AIG CP

Total

Municipal Bonds:
Harris County
Texas

Total

Total Fair Value

Ratings

AAA/Aaa
AAA/Aaa
AAA/Aaa
AAA/Aaa
AAA/Aaa
AAA/Aaa
AAA/Aaa

A-1+/P-1

A-1A

Portfolio Weighted Average Maturity

40

Fair
Value

$7,097
10,893
6,939
20,025
19,735
5,067
803

70,559

15,304

15,304

25,133

25,133

$110,996

Weighted Average
Maturity

(years)

0.1234
0.2525
0.1859
0.8514
0.1088
0.0744
0.0118

0.2298

0.2395

0.2395

12.1645

12.1645

4.2113
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The following table details the U.S. Dollar holdings and their weighted average maturity as
of December 31, 2007.

Fair Weighted Average
Security Type Ratings Value Maturity
(years)

Agency Securities:
FHLMC DISC AAA/Aaa $6,438 0.0143
FNMA DISC AAA/Aaa 4,892 0.0016
FNMA DISC AAA/Aaa 776 0.0002
FNMA DISCe AAA/Aaa 5,122 0.0073

Total 17,228 0.0234
Commercial Paper:
AGFC CP A-1+/P-1 10,676 0.0247
AIG CP A-1+/P-1 11,903 0.0191
General Electric CP A-1+/P-1 2,801 0.0138
General Electric CP A-1+/P-1 5,333 0.0321
General Electric CP A-1+/P-1 6,728 0.0415
TMCC CP A-1+/P-1 8,630 0.0017
TMCC CP A-1+/P-1 3,695 0.0267
TMCC CP A-1+/P-1 4,813 0.0425

Total 54,579 0.2021

Total Fair Value $71,807

Portfolio Weighted Average Maturity 0.1593

Foreign Currency Risk — Foreign currency risk is the risk that changes in exchange rates will
adversely affect the fair value of an investment or a deposit. As of December 31, 2008 and
2007 there was no foreign currency risk.
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3. Receivables

Receivables as of year end including the applicable allowances for uncollectible accounts

are as follows:

Trade receivales, net: 2008 2007
Trade accounts $16,613 $24,418
Damage claims 650 434
Less allowance for doubtful accounts (899) (1,334)
Trade accounts, net 16,364 23,518

Other receivales:

Accrued interest 653 0
Due from federal/state agency 68 3,612
Other 613 1,085
Total other receivables 1,334 4,697
Total receivables, net $17,698 $28,215

4. Saleof World Trade Building

In January 1999 the World Trade Building was sold by the Authority to Paladio Development
Ltd, a Texas limited partnership, with Paladio Management Inc., a Texas corporation as the sole
general partner, for the sum of $4,000. The Authority received a down payment of $400 and a
promissory note for $3,600 payable in nine equal annual installments of $400 with the first
installment due on or before one year from the date of the promissory note. This transaction
resulted in a deferred gain of approximately $2,998, which totaled $0 and $290 as of December

31, 2008 and 2007, respectively. The last installment was received in January 2008.
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5. Capital Assets

Capital asset activity for the year ended December 31, 2008 was as follows:

Beginning Ending
Balance I ncreases Decr eases Balance

Capital assets, not being depreciated:

Land $85,852 $4,781 ($2) $90,631

Channel improvements 213,048 29,126 0) 242,174

Construction-in-progress 275,311 93,765 (260,089) 108,989
Total capital assets, not being depreciated 574,211 127,672 (260,089) 441,794
Capital assets, being depreciated:

Buildings 79,970 28,975 (45) 108,900

Improvements other than buildings 603,601 161,748 0 765,349

Railroads 57,336 100 (202) 57,234

Machinery and equipment 232,753 38,091 (1,778) 269,066
Total capital assets, being depreciated 973,660 228,914 (2,025) 1,200,549
Less accumulated depreciation for:

Buildings (56,171) (2,038) 45 (58,164)

Improvements other than buildings (222,889) (21,911) 0 (244,800)

Railroads (26,451) (1,238) 202 (27,487)

Machinery and equipment (109,655) (16,982) 1,778 (124,859)
Total accumulated depreciation (415,166) (42,169) 2,025 (455,310)
Total capital assets, being depreciated, net 558,494 186,745 (0) 745,239
Total capital assets, net $1,132,705 $314,417 ($260,089)  $1,187,033
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Capital asset activity for the year ended December 31, 2007 was as follows:

Beginning Ending
Balance Increases Decreases Balance

Capital assets, not being depreciated:

Land $70,818 $15,090 ($56) $85,852

Channel improvements 194,119 18,934 (5) 213,048

Construction-in-progress 408,507 218,044  (351,240) 275,311
Total capital assets, not being depreciated 673,444 252,068 (351,301) 574,211
Capital assets, being depreciated:

Buildings 74,180 5,790 0 79,970

Improvements other than buildings 384,246 219,355 0 603,601

Railroads 56,378 958 0 57,336

Machinery and equipment 170,884 62,090 (221) 232,753
Total capital assets, being depreciated 685,688 288,193 (221) 973,660
Less accumulated depreciation for:

Buildings (54,123) (2,048) 0 (56,171)

Improvements other than buildings (207,360) (15,529) 0 (222,889)

Railroads (25,248) (1,203) 0 (26,451)

Machinery and equipment (96,306) (13,570) 221 (109,655)
Total accumulated depreciation (383,037) (32,350) 221 (415,166)
Total capital assets, being depreciated, net 302,651 255,843 0 558,494
Total capital assets, net $976,095  $507,911 ($351,301) $1,132,705
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6. Operating L eases

The Authority leases to others some of its land, buildings and improvements and cargo
handling equipment. Cost of the assets under lease totaled $51,037 consisting of $5,851 in
buildings, $10,552 in improvements, $1,886 of machinery and equipment and $32,749 of
railroads with a total carrying value of $27,283 and current year depreciation of $1,232. As
of December 31, 2008 minimum rental payments to be received by the Authority under the
operating leases that have initial or remaining noncancelable lease terms in excess of one
year are as follows:

2009 $ 11,571
2010 8,193
2011 7,179
2012 6,221
2013 5,602
Thereafter 61,257
Total $.100,023

In addition, the Port Terminal Railroad Association (“PTRA”) leases certain railroad
facilities from the Authority under a ten-year renewable agreement. The agreement provides
for a yearly adjustment in rent on August 1, based on the percentage change in the Producer
Price Index (all commodities) from the previous August 1. The monthly rental was $131 and
$127 for 2008 and 2007, respectively. The Authority invoiced PTRA approximately $1,888
and $1,472 under this agreement in 2008 and 2007, respectively.

On July 21, 2007, a new lease agreement began for the Bulk Plant facilities. The agreement
is for ten (10) years, with four (4) five (5) year extensions. The yearly adjustment in rent on
July 1 is based on the percentage change in the Producer Price Index (all commodities) from
the previous July 14. The monthly rental for 2008 was $244. The Authority invoiced the
lessor approximately $1,500 under the agreement in 2008.

45



Port of Houston Authority of Harris County, Texas
Notesto the Financial Statements
For the Years Ended December 31, 2008 and 2007
(in thousands)

7. Long-Term Debt and NonCurrent Liabilities

Changesin Long-Term Liabilities— 2008

Beginning Ending Current
Balance Additions Deductions Balance Portion
Bonds Payable
Commercial Paper $113,478 $122,522 $236,000 $0 $0
Unlimited Tax Bonds 343,965 234,630 15,580 563,015 15,600
Less Deferred Amounts 6,945 1,940 539 8,346 0
Total Bonds Payable $464,388 $359,092 $252,119 $571,361 $15,600
Other noncurrent liabilities:
Compensated Absences $5,173 $4,132 $3,805 $5,500 $343
Advances from Developer 8,423 0 2,661 5,762 0
OPEB Obligation 9,584 9,937 0 19,521 0
Other 224 0 68 156 0
Total other noncurrent liabilities  $23,404 $14,069 $6,534 $30,939 $343

(1) Included in accounts payable and current liabilities
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Changesin Long-Term Liabilities— 2007

Beginning Ending Current
Balance Additions Deductions Balance Portion
Bonds Payable
Commercial Paper $21,744 $91,734 $0 $113,478 $113,478
Unlimited Tax Bonds 357,105 0 13,140 343,965 15,580
Accreted Interest on
Unlimited Tax Bonds 2,330 0 2,330 0 0
Less Deferred Amounts 7,518 0 573 6,945 0
Total Bonds Payable $388,697 $91,734 $16,043 $464,388 $129,058
Other noncurrent liabilities:
Compensated Absences $4,864 $3,630 $3,321 $5,173 $315
Advances from Developer 10,746 0 2,323 8,423 0
OPEB Obligation 0 12,291 2,707 9,584 0
Other 224 0 0 224 0
Total other noncurrent liabilities $15,834 $15,921 $8,351 $23,404 $315

(1) Included in accounts payable and current liabilities
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Long - Term debt is summarized as follows (in thousands):

Original Interest Issue December 31
I ssue Rate % Date Maturity 2008 2007
Commercial Paper: $0 $0 $113,478
General Obligation Bonds:
Unlimited Tax Refunding Bonds:
Series 1997 28,000 4.75-5.00 10/23/97 2013 6,595 9,795
Series 1999B 6,435 5.00-5.25 09/28/99 2009 585 1,180
Series 2000B 8,700 4.55-5.50 10/15/00 2011 2,160 2,900
Series 2002B 7,060 5.50-4.25 12/12/02 2013 2,560 3,110
Series 2004 9,000 3.00-5.00 12/08/04 2016 5,775 6,550
Series 2005A 36,665 4.25-5.00 09/08/05 2023 36,665 36,665
Series 2005B 62,485 4.125-5.00 06/08/05 2023 62,485 62,485
Series 2006A 28,380 5.00 07/19/06 2017 23,365 26,005
Series 2006B 47,085 4.75-5.00 10/18/06 2031 47,085 47,085
Series 2006C 9,160 4.00-5.00 10/18/06 2031 9,160 9,160
Series 2008A 234,600 5.625-6.25 07/24/08 2038 234,630 0
431,065 204,935
Unamortized Premiums/(Discounts) and Deferred Loss 8,142 6,680
Unlimited Tax Refunding Bonds, Net 439,207 211,615
Unlimited Tax Port I mprovement Bonds:
Series 1998A 81,000 3.80-5.00 11/17/98 2019 44,550 48,600
Series 2001A 17,000 5.00 11/01/01 2026 14,455 14,970
Series 2001B 70,000 4.00-5.00 11/01/01 2026 58,810 60,840
Series 2002A 16,000 3.00-5.00 12/12/02 2027 14,135 14,620
Total Unlimited Tax Port Improvement Bonds 131,950 139,030
Unamortized Premiums/(Discounts) 198 265
Unlimited Tax Port Improvement Bonds, Net 132,148 139,295
Total Long Term Debt 571,355 464,388
Less Current Maturities (15,600) (129,058)
Long - Term Debt (net of unamortized premium/(discount) and deferred loss $555,755 $335,330

The Authority periodically issues long term debt for the purpose of improving the facilities of
the Authority, improving marine safety, and enhancing environmental protection. At
December 31, 2008, the Authority had $1,272 remaining of the $387,000 in authorized but
not issued unlimited tax bonds for construction of the Bayport Terminal which was approved
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by the voters in an election in November 1999. During 2003, the Authority certified that a
necessity existed for the issuance of up to $150,000 of the remaining authorized but not
issued Unlimited Tax Bonds in the form of commercial paper notes (“Notes”). This was
increased to $236,000 during 2007 and was utilized for all but $1,272 of the remaining
authorized but not issued 1999 unlimited tax bonds. The Notes were extinguished with long
term debt. The Notes were collateralized by a Letter of Credit that expired on October 3,
2008 at which time a new Letter of Credit was issued which expires on October 3, 2010. As
of December 31, 2008, $341,428 in commercial paper has been issued of which $341,428 has
been refunded.

There is no legal debt margin as to the issuance of the unlimited tax bonds.

Debt Service Requirements

Total debt service requirements for outstanding bonds as of December 31, 2008 are as follows:

Bond Principle Bond Interest

Year Ending General General
December 31 Obligation Obligation Total
2009 15,600 32,489 48,089
2010 13,635 29,191 42,826
2011 12,790 28,544 41,334
2012 13,775 27,934 41,709
2013 14,440 27,272 41,712
2014-2018 88,235 124,828 213,063
2019-2023 113,550 99,259 212,809
2024-2028 71,345 75,902 147,247
2029-2033 94,320 52,922 147,242
2034-2038 125,325 21,919 147,244

$563,015 $520,260 $1,083,275

All bonds generally mature serially based on stated maturity dates. However, all bonds may
be redeemed prior to their maturities in accordance with provisions of the various bond
resolutions at par.
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Conduit Debt - Outstanding Industrial Development Revenue Bonds

PDC has issued bonds on behalf of various users to promote industrial development. Each
bond issue includes a covenant that indemnifies PDC and the Authority against any and all
losses related to the projects funded by the bond. The bonds are payable solely by payments
from the users, as defined under the loan agreements, and PDC is under no obligation to
repay the bonds from any other source. All payments are made directly by the users to the
trustees. The balance of such bonds outstanding was $750 as of December 31, 2008 and
2007 according to information received from the trustees. No bond was written off as
uncollectible during 2008. The Revenue Bonds were paid off as of 1/1/09.

Revenue Bonds Outstanding

Date Interest Maturity Amount
Receiving Entity Issued Rate Date Issued
Mine Safety Appliances Co. 12/01/83 Variable 01/01/09 $750

Bond Refundings

At various times the Authority defeased certain bonds by placing the proceeds of new bonds,
together with other available funds, in an irrevocable escrow with a trustee to provide for all
future debt service on the refunded bonds. Accordingly, the trust account assets and the
liabilities for the bonds to be defeased are not included in the Authority’s financial
statements. The outstanding defeased unlimited tax bonds as of December 31, 2008 and
2007 were $20,795 and $25,800 respectively. The Authority issued refunding bonds in 2008
which termed out $236.0 million in commercial paper.

Bond Restrictions

The bond resolutions require that during the period in which the bonds are outstanding, the
Authority must create and maintain certain accounts (“funds”) to receive the proceeds from the
sale of the bonds, property taxes levied and the net revenues, as defined, derived from the
operation of the Authority’s facilities. These assets can be used only in accordance with the
terms of the bond resolutions to pay the capital costs of enlarging, extending or improving the
Authority’s facilities or to pay the debt service cost of the related bonds.

Arbitrage

The Federal Tax Reform Act of 1986 requires issuers of tax-exempt debt to make payments to
the U.S. Treasury of investment income received at yields that exceed the issuer’s tax-exempt
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borrowing rates. The U.S. Treasury requires payment for each issue every five years. There is
no arbitrage liability for tax-exempt debt subject to the Tax Reform Act issued through
December 31, 2008. The estimated liability is updated annually for any tax-exempt issuance or
changes in yields until payment of the calculated liability is due.

Bayport Facilities

Certain land and port facilities of the Bayport division were acquired or constructed using the
proceeds from the Special Purpose Revenue bonds, Series 1964, and interest-free advances
(including the interest earnings on the invested portions thereof) from the developer of an
adjacent industrial park. The developer also agreed to advance to the Authority amounts
necessary to cover maintenance and operating expenses of the Bayport facilities if, and to the
extent that, gross revenues from the operations of the Bayport facilities were insufficient. The
liability for construction and operating advances amounted to approximately $5,762 and $8,423
at December 31, 2008 and 2007, respectively. All such advances are to be repaid only from net
revenues, if any, of the Bayport division earned through the year 2013.

Effective October 27, 1997, the Authority, the developer, and the Bayport operators entered
into an Agreement of Compromise and Settlement (the “Agreement”) that resolves various
legal disputes in connection with the Authority’s property at Bayport, including disputes as to
reimbursement of the developer for amounts previously advanced. The Agreement provides
for an increased user fee (from 22¢ per ton of liquid to 24¢) to be credited to the Bayport
reimbursement account through July 31, 2013. All proceeds of this fee will be used for
payment of amounts then due upon the Special Purpose Revenue Bonds, Series 1964, for
payment of certain of the Authority’s operating expenses relating to Bayport, and for the
repayment of amounts advanced to the Authority by the developer. The Agreement limits
repayments to the developer to the sum of $21,500 (plus any additional advances made by the
developer, none through December 31, 2008) and also provides that all repayment obligations
of the Authority to the developer shall terminate on July 13, 2013. The Agreement provided
for the payment of $2,232 by the Authority to the developer in exchange for the developer’s
final release of all of the developer’s rights concerning the Authority’s property at Bayport.
The Agreement contains various other provisions, including provisions addressing allocation of
maintenance costs for the Bayport Channel and Turning Basin among the Authority, the
developer and Private Operators at Bayport. The Agreement supersedes all prior agreements
between the Authority and developer and was contingent upon the U.S. Corps of Engineers’
approval of offshore disposal of Bayport dredge material. Such approval was received in
October of 1998.

The Authority recorded $19,900 in advances from the developer at the time the new agreement
was signed and recorded an additional $1,600 in possible repayments during 2003 since at that
time it was determined that future net revenues would be sufficient to pay all of the existing
advances. The repayments during the years ended December 31, 2008 and 2007 were
approximately $2,656 and $2,150, respectively.
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9. Retirement Plan
Plan Description

The Port of Houston Authority Restated Retirement Plan (* Plan”) is a single-employer
noncontributory defined benefit retirement plan covering all permanent, full-time employees
after the completion of one year of employment. The Authority’s Port Commission, the Pension
Committee and the plan administrator, control and manage the operation and administration of
the Plan. Compass Bank (the Trustee”) serves as the trustee of the Plan. The Plan issues a
stand-alone financial report that may be obtained by requesting such report from the Port of
Houston Authority of Harris County, P.O. Box 2562, Houston, TX 77252, Attention:
Controller. Employees vest in the Plan after five years of continuous service with the Authority.
The Authority’s payroll for employees covered by the Plan for the plan years ended July 31,
2008 and 2007 was $32,270 (78% of the total payroll of $41,641) and $28,621 (78% of total
payroll of $36,700), respectively.

Employees become participants in the plan after completion of one year of employment and
become fully vested after five (5) years. Vested employees are eligible to receive a normal
pension benefit if they retire on the Normal Retirement date at age 65. This Normal Retirement
Benefit is payable monthly for a minimum of five years certain (other options are available) and
for life thereafter. It is an amount equal to 2.3% of the Average Monthly Compensation
multiplied by the years of benefit service not to exceed 30.435 years.  The plan provides for
Early Retirement upon completion of 30 years or more of vesting service, attainment of age 62,
or when the sum of the employee’s age and years of service equals 85 or more and the employee
has attained the age of 55 or more. Late Retirement commences when an employee works
beyond the Normal Retirement Date. Benefits are adjusted accordingly for both Early
Retirement and Late Retirement. The plan also provides for disability and death benefits.
Terminated employees, other than for retirement, disability or death, will receive a pension
benefit when that former employee reaches the Normal Retirement date.

Funding Policy

The Authority’s funding policy is to make cash contributions to the Plan in amounts computed
by the Plan’s independent actuary using the entry age normal cost method and includes
amortization of the unfunded accrued liability over a 30-year period. This method and the
actuarial assumptions have been designed to provide sufficient funds to pay benefits as they
become payable under the Plan.
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Schedule of Funding Progress

a) Actuarial Valuation Date 8/01/08
b) Actuarial Value of Assets $ 96,724
C) Actuarial Accrued Liability (AAL) $117,731
d) Unfunded Actuarial Accrued

Liability (UALL) (c-b) $ 21,007
e) Funded Ratio (b/c) 82.2%
f) Annual Covered Payroll (Actuarial) $ 32,270

9) UAAL as a % of Covered Payroll (d/f) 65.1%

8/01/07
$101,148

$109,919

$ 8771
92.0%
$ 28,621

30.6%

8/01/06

$89,737

$104,322

$ 14,585

86.0%

$26,286

55.5%

Actuarially Determined Contribution Requirementsand Contributions Made
The Authority’s funding policy provides for actuarially determined annual contributions, which
include the normal cost and amortization of the unfunded frozen actuarial accrued liability.

Actuarial Valuation Method

Actuarial Valuation Date
Actuarial Cost Method

Amortization Method

Amortization Period in Years
Asset Valuation Method

Actuarial Assumptions:
Investment Return

Projected Salary Increases

Inflation
Cost of Living Adjustment

08/01/08
Entry Age

Level Dollar,
(closed)

30

Market
Value

7.5%
3.0% - 8.0%

3.5%
None
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08/01/07
Entry Age

Level Dollar,
(closed)

30

Market
Value

7.5%
3.0% - 8.0%

3.5%
None

08/01/06
Entry Age

Level Dollar,
(closed)

30

Market
Value

7.5%
3.0% - 8.0%

3.5%
None
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The required contributions to the Plan, including payments of the unfunded actuarial accrued
liability, are actuarially determined as if the Authority were subject to Sections 412 and 404 of
the Internal Revenue Code, even though the Authority is not subject to these rules.

Components of the unfunded actuarial liability are amortized as level dollar amounts using the
closed basis. Components consisting of actuarial gains and losses are amortized over five
years. Components consisting of amendments are amortized over 30 years, except the August
1995 amendment that is amortized over 5 years. Components consisting of revised
assumptions are amortized over ten years. Components consisting of revised actuarial methods
are amortized over 30 years. The resulting equivalent single amortization base is amortized
over a maximum of 30 years.

Plan Statistics
For Plan YearsJuly 31, 2008, 2007, and 2006
Actuarial Valuation Report As of August 1, 2008, 2007, and 2006

% % %
Covered Covered Covered
2008 Payroll 2007 Payroll 2006 Payroll

Actuarial Determined

Employer Contribution

Normal Cost $3,278 10.2% $2,843 9.9% $2,566 9.0%
Annual Pension Cost $3,929 $6,510 $5,813
% of APC Contributed 100% 100% 100%
Net Pension Obligation None None None

Postr etirement Benefits

The Authority provides certain postretirement health care and life insurance benefits to eligible
retired employees and their spouses through provisions enacted by the authority of the Port
Commission. At December 31, 2008, 256 former employees were eligible for these benefits.
The Authority funds all of the premiums for retiree life insurance and a portion of the health
insurance premiums. Continuation of these benefits and the Authority’s contributions are
dependent on periodic authorization by the Port Commission.

The health insurance benefits provided to retirees are the same as those offered to active
employees though retirees have the option of securing their own insurance and receiving a
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monthly reimbursement from the Authority for a portion of the costs. The supplied benefits
include hospital, doctor and prescription drug charges.

Basic life insurance coverage provided to retirees is based upon the retirees’ annual
compensation at retirement. Active employees receive life insurance coverage valued at 150%
of their current annual salary. Retirees receive life insurance coverage valued at $5, $10 or $15
based on the salary at retirement date.

Employees who have reached age 62, or employees who have reached age 55 with 85 points or
employees who have 30 years of service at the time service terminates with the Authority, may
continue coverage in the Port of Houston Authority Group Health Plan as a retiree. An eligible
employee may elect coverage for his or her dependents.

Disabled participants are covered in the Port of Houston Group Health Plan from the date of
disability.

The widow/widower of a retiree who has coverage as a retiree of the Port of Houston Authority
group Health Plan may continue coverage upon the death of the retiree.

Funding Policy

The required contribution is based on projected pay-as-you-go basis which is expected to
continue. For the years ended December 31, 2008 and 2007, the cost of retiree health benefits,
recorded on a pay-as-you-go basis was $2,961 and $2,850, respectively. Retiree life benefit
costs for 2008 and 2007 were $90 and $90, respectively.

Annual OPEB Cost and Net OPEB Obligation.

The annual other postemployment benefit (OPEB) cost (expense) is calculated based on the
annual required contribution of the employer (ARC), an amount actuarially determined in
accordance with parameters of GASB Statement 45. The ARC represents a level of funding that,
if paid on an ongoing basis, is projected to cover normal cost each year and amortize any
unfunded actuarial liabilities (or funding excess) over a period not to exceed thirty years. The
following table shows the components of the Authority’s annual OPEB cost for the year, the
amount actually contributed to the plan and changes in the Authority’s net OPEB obligation.
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Determination of Annual Required Contribution

2008 2007
Normal Cost at year end $5,704 $5,704
Amortization of UAAL 6,587 6,587
Annual Required Contribution (ARC) 12,291 12,291
Determination of Net OPEB Obligation
Annual Required Contribution 12,291 12,291
Interest on prior year Net OPEB Obligation 431 0
Adjustment to ARC (563) 0
Annual OPEB Cost 12,159 12,291
Contributions made 2,222 2,707
Increase in Net OPEB Obligation 9,937 9,584
Net OPEB Obligation - beginning of year 9,584 0
Net OPEB Obligation - end of year $19,521 $9,584

The end of year net OPEB Obligation is shown as a non-current liability on the Statement of
Net Assets.
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The table below reflects the schedule of OPEB Funding Progress.

a) Actuarial Valuation Date 1/01/08 1/01/07*
b) Actuarial Value of Assets $ 0 $ 0
c) Actuarial Accrued Liability (AAL) $ 107,292 $107,292
d) Unfunded Actuarial Accrued

Liability (UALL) (c-b) $ 107,292 $107,292
e) Funded Ratio (b/c) 0.00% 0.00%
f) Annual Covered Payroll (Actuarial) $ 26,286 $ 26,286
9) UAAL as a % of Covered Payroll (d/f) 408.2% 408.2%

* 2007 is the year of implementation. Actuarial valuations completed every two years

The following table shows the annual OPEB cost and net OPEB obligation assuming the plan is
not prefunded.

Plan Year Ended 2008 2007
Annual OPEB cost $12,159 $12,290
Percentage of OPEB Cost Contributed 18.0% 22.0%
Net OPEB Obligation $19,521 $9,584

The Authority implemented the provisions of GASB Statement No. 45 in 2007. In future
years, the table above will include 3 years of data as it becomes available.

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include
assumptions about future employment, mortality, and the healthcare cost trend. Amounts
determined regarding the funded status of the plan and the annual required contributions of the
Authority are subject to continual revision as actual results are compared with past expectations
and new estimates are made about the future. The schedule of funding progress, presented as
required supplementary information following the notes to the financial statements, presents
multiyear trend information about whether the actuarial value of plan assets is increasing or
decreasing over time relative to the actuarial accrued liabilities for benefits.

57



Port of Houston Authority of Harris County, Texas
Notesto the Financial Statements
For the Years Ended December 31, 2008 and 2007
(in thousands)

Actuarial Methods and Assumptions

11.

The actuarial cost method used to determine the OPEB obligation is computed using the Unit
Credit Actuarial Cost Method which consists of the following cost components:

1) The Normal Cost is the Actuarial Present Value of benefits allocated to the valuation year.

2) The Actuarial Liability is the Actuarial Present Value of benefits accrued as of the valuation
date.

3) Valuation Assets are equal to the market value of assets as of the valuation date, if any.

4) Unfunded Actuarial Liability which is the difference between the Actuarial Liability and the
Valuation Assets. The UAAL is being amortized as a level dollar amount over the maximum
of 30 years, as permissible under GASB 45.

Projections of benefits for financial reporting purposes are based on the plan as understood by
the Authority and the plan members and include the types of benefits provided at the time of
each valuation and the historical pattern of sharing of benefit costs between the Authority and
the plan members to that point. The actuarial methods and assumptions used include
techniques that are designed to reduce the effects of short-term volatility in actuarial accrued
liabilities and the actuarial value of assets, consistent with the long term perspective of the
calculations.  Actuarial assumptions used included a discount rate of 4.5% compounded
annually, mortality table, withdrawal rates, disability rates, retirement rates, participation,
health care cost trend rates, marriage assumptions, annual retiree claim costs, age slope and
retiree premiums. The health care cost trend rates assume claim costs in future years equal the
starting claim costs adjusted for the assumed ongoing cost trends. Such trends are based on the
health care cost trend rate adjusted for the impact of plan design, cost containment features and
Medicare coordination. The rates range from 10% for a duration of one year to 4.5% with a
duration of nine plus years.

Risk Management

The Authority is exposed to risk of financial loss from fire, windstorm, explosion and other
perils that could damage or destroy assets and properties and cause loss of income should assets
and properties be shut down for an extended period of time. The Authority is also exposed to
third-party bodily injury and property damage claims arising from the operation and ownership
of its properties and from losses resulting from on-the-job injuries sustained by employees.

The Authority has purchased retrospective-rated insurance policies for workers’ compensation,

general liability and automobile liability. At December 31, 2008, the Authority was insured for
the following loss limitations:
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Workers' General Automobile
Compensation Liability Liability
Per Accident $200
Bodily Injury
Each Accident $200 $200
Property Damage $100 $100

The Authority’s insurance policy also includes a maximum loss liability provision of $3,500 for
the period from March 1, 2008 through March 1, 2009. Settled claims did not exceed the
insurance coverage during the last three fiscal years.

The claims liability of $0 and $392 reported at December 31, 2008 and 2007, respectively, is
based on the requirements of GASB Statement No. 10, which requires that a liability for claims
be reported if information prior to the issuance of the financial statements indicates that it is
probable that a liability has been incurred at the date of the financial statements and the

amount of the loss can be reasonably estimated. Such liability was actuarially determined and
is not material for further disclosure.

12. Commitmentsand Contingencies

Commitments

At December 31, 2008 the Authority had committed approximately $31,183 for supplies, services, the
purchase of equipment and the expansion of facilities.

Litigation and Claims

The Authority is a defendant in various legal actions arising in the normal course of business; it cannot
predict the results of such litigation. However, based on consultation with outside counsel, the
Authority generally believes the outcome of such matters will not materially affect its financial position,
except that it cannot reach such conclusion at this time regarding the lawsuits described below.

The Authority is the defendant in a breach of contract action brought by Zachry Construction
Corporation (“Zachry”) in November 2006. The lawsuit arises out of a contract which the Authority
entered into with Zachry in June 2004, for the construction of the initial 1,660 feet of wharf at the
Bayport Terminal. An additional 332 feet of dock was later added to the contract by change order.

Zachry seeks damages in the approximate amount of $31,000, faulting the Authority for Zachry’s
decision to abandon the use of a freeze wall cofferdam to construct the dock “in the dry,” and complete
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the work “in the wet.” The Authority disputes all of Zachry’s contentions and intends to continue to
vigorously contest the matter. Trial is set in this matter for July 2009.

The Authority has been named in a lawsuit filed in April 2008 by Hapag-Lloyd Aktiengesellschaft.
Plaintiff asserts a claim for property damages, which approximates $1,000, resulting from a shore crane
spreader bar that fell damaging a hatch cover on a vessel docked at the Authority’s Barbours Cut
Terminal.

The Authority contends that the spreader bar parted due to defects in the “twist lock pins” securing the
spreader bar to its head block, and that the accident was thus entirely the fault of the crane manufacturer,
IMPSA. IMPSA contends that the failure was due to defective maintenance by the Authority.

The Authority disputes IMPSA’s contentions and intends to vigorously contest the matter.

In addition to the matters specifically listed, the Authority is involved in other litigation and claims.
While uncertainties are also inherent in the final outcome of such other matters and it is presently
impossible to determine the costs that ultimately may be incurred or their effect on the Authority,
management believes that the resolution of such uncertainties and the incurrence of such costs,
regarding such other matters, should not result in a material adverse effect on the Authority’s financial
position, results of operations or liquidity.
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a)

b)

9)

a)

b)

c)

d)

9)

Required Supplementary Information

Port of Houston Authority Restated Retirement Plan
Schedule of Funding Progress

(in thousands)

(unaudited)
Actuarial Valuation Date 8/1/2008 8/1/2007
Actuarial Value of Assets $96,724 $101,148
Actuarial Accrued Liability (AAL) $117,731 $109,919
Unfunded (Overfunded)
Actuarial Accrued
Liability (UALL) (c-b) $21,007 $8.771
Funded Ratio (b/c) 82.2% 92.0%
Annual Covered Payroll (Actuarial) $32,270 $28.621
UAAL as a % of Covered Payroll (d/f) 65.1% 30.6%
Port of Houston Authority OPEB Obligation
Schedule of Funding Progress
(in thousands)
(unaudited)
Actuarial Valuation Date 1/1/2008 1/01/07*
Actuarial Value of Assets $0 $0
Actuarial Accrued Liability (AAL) $107,292 $107,292
Unfunded Actuarial Accrued
Liability (UALL) (c-b) $107,292 $107,292
Funded Ratio (b/c) 0.00% 0.00%
Annual covered Payroll (Actuarial) $26,286 $26,286
UAAL as of % of Covered Payroll (d/f) 408.2% 408.2%

* 2007 is the year of implementation
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8/1/2006
$89,737

$104,322

$14,585
86.0%
$26,286

55.5%



Statistical Section



Statistical Section
This part of the Authority’s comprehensive annual financial report presents detailed
information as a context for understanding what the information in the financial
statements, note disclosures, and required supplementary information says about the
Authority’s overall financial health.
Contents

Financial Trends

These schedules contain trend information to help the reader understand how the
Authority’s financial performance and well-being have changed over time.

Revenue Capacity

These schedules contain information to help the reader assess the Authority’s two most
significant revenue sources, operating revenues and property taxes.

Debt Capacity

These schedules present information to help the reader assess the affordability of the
Authority’s current levels of outstanding debt and the Authority’s ability to issue
additional debt in the future

Demographic and Economic Information

These schedules offer demographic and economic indicators to help the reader
understand the environment within which the Authority’s financial activities take place.

Operating Information

These schedules contain service and infrastructure data to help the reader understand how
the information in the Authority’s financial report relates to the services the Authority
provides and the activities it performs.

Sources:. Unless otherwise noted, the information in these schedules is derived from the
comprehensive annual financial reports for the relevant year. The Authority implemented
GASB Statement 34 in 2002; schedules presenting financial information begin in that
year.
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