
ANNUAL FILING AFFIDAVIT

THE STATE OF TEXAS }

COIThJTY OF HARRIS }

I. Chris Swedlund of the
(Name of Duly Authorized District Representative)

Harris County Improvement District No. 5
(Name of District)

hereby swear, or affirm, that the district named above has reviewed and approved at a meeting of

the Board of Directors of the District on the 17th day of July 2012 its armual audit

report for the fiscal year or period ended December 31. 2011 and that copies of the animal

audit report have been filed in the district office. located at

10103 Fondren Road, Suite 300, Houston. TX 77096
(Address of District)

The annual filing affidavit and the attached copy of the audit report are being submitted to the
Texas Commission on Environmental Quality in satisfaction of the annual filing requirements of
Texas Water Code Section 49.194.

Date: August 30. 2012 . By:
(Signature of District Representative)

Chris Swedlund. Auditor
(Typed Name & Title of above District Rcprcscntatie)

Sworn to and subscribed to before me this the 30th day of August . 2012.

/ñSHERrnEAMCCALL /3LaI6i2f1IIQ
My CommIssion Expires

ure
\_%.3J September 14, 2015

My Commission Expires On: September 14. 2015
Notary Public in the State of Texas.

TCEQ-0723 (10/2002)



TEXAS WATER CODE SECTION 49.194
Filing of Audits, Affidavits, And Financial Reports

(a) After the board has approved the audit, it shall submit a copy of the report to the executive
director for filing within 135 days after the close of the district’s fiscal year.

(b) If the board refuses to approve the annual audit report, the board shall submit a copy of the
report to the executive director for filing within 135 days after the close of the district’s
fiscal year, accompanied by a statement from the board explaining the reasons for its
failure to approve the report.

(c) Copies of the audit, the annual financial dormancy affidavit, or annual financial report
described in Sections 49.197 and 49.198 shall be filed annually in the office of the district.

(d) Each district shall file with the executive director an annual filing affidavit in a format
prescribed by the executive director, executed by a duly authorized representative of the
board, stating that all copies of the animal audit report, annual financial dormancy
affidavit, or annual financial report have been filed under this section.

(e) The annual filing affidavit shall be submitted with the applicable annual document when it
is submitted to the executive director for filing as prescribed by this subchapter.

(1) The executive director shall file with the attorney general the names of any districts that do
not comply with the provisions of this subchapter.

THE ANNUAL FILING AFFIDAVIT IS PRINTED ON THE OTHER SIDE

Please review the affidavit, making sure it has been fully completed, signed, and notarized. Attach
the affidavit to the audit report before mailing, Submit the completed affidavit and audit report to:

Reports & Supervision Team —MC 152
TCEQ — Water Utilities Division -

P.O. Box 13087
Austin, Texas 78711-3087

4_”-,’.
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Board of Directors
Harris County Improvement District No. 5
Harris County, Texas

Independent Auditor’s Report

We have audited the accompanying financial statements of the governmental activities and major
fund of Harris County Improvement District No. 5 (the “District”), as of and for the year ended
December 3 1, 2011. which collectively comprise the District’s basic financial statements as
listed in the preceding table of contents. These financial statements are the responsibility of the
District’s management. Our responsibility is to express opinions on these financial statements
based on our audit.

We have conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free 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 riot for the purpose of
expressing an opinion on the effectiveness of the District’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 financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by
management, as ve1l as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities and major fund of the District as
of December 31, 2011, and the respective changes in financial position for the year ended in
conformity with accounting principles generally accepted in the United States of America.

Member of
American Institute of Certified Public Accountants

Texas Society of Certified Pub/ic Accountants



Board of Directors
Harris County Improvement District No. 5

Accounting principles generally accepted in the United States of America require that
Management’s Discussion and Analysis on pages 3 through 6 and the Schedule of Revenues,
Expenditures, and Changes in Fund Balance — Budget and Actual — General Fund on page 21 be
presented to supplement the basic financial statements. Such information, although not a part of
the basic financial statements, is required by the Governmental Accounting Standards Board,
who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and
other knowledge we obtained during our audit of the basic financial statements. We do not
express an opinion or provide any assurance on the information because the limited procedures
do not provide us with sufficient evidence to express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements as a
whole. The supplementary information required by the Texas Commission on Environmental
Quality as published in the Water District Financial Management Guide is presented for
purposes of additional analysis and is not a required part of the basic financial statements. Such
information is the responsibility of management and was derived from and relates directly to the
underlying accounting and other records used to prepare the financial statements. The
supplementary information, excluding that portion marked “Unaudited” on which we express no
opinion or provide any assurance, has been subjected to the auditing procedures applied in the
audit of the financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to
prepare the financial statements or to the financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the information is fairly stated in all material respects in relation to the
financial statements as a whole.

LL j,Lc

McCall Gibson Swedlund Barfoot PLLC
Certified Public Accountants

July 17, 2012
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HARRIS COUNTY IMPROVEMENT DISTRICT NO.5
MANAGEMENT’S DISCUSSION AND ANALYSIS

FOR THE YEAR ENDED DECEMBER 31, 2011

Management’s discussion and analysis of the Harris County Improvement District No. 5’s (the
“District”) financial performance provides an overview of the District’s financial activities for
the year ended December 31, 2011. Please read it in conjunction with the District’s financial
statements, which begin on page 7.

USING THIS ANNUAL REPORT

This annual report consists of a series of financial statements. The basic financial statements
include: (I) fund financial statements and government-wide financial statements and (2) notes to
the financial statements. The fhnd financial statements and government-wide financial
statements combine both: (1) the Statement of Net Assets and Governmental Funds Balance
Sheet and (2) the Statement of Activities and Governmental Fund Revenues, Expenditures and
Changes in Fund Balances. This report also includes other supplementary information in
addition to the basic financial statements.

COVEWNMENT-VIDE FINANCIAL STATEMENTS

The District’s annual report includes two financial statements combining the government-wide
financial statements and the fund financial statements. The government-wide portion of these
statements provides both long-term and short-term information about the District’s overall status.
Financial reporting at this level uses a perspective similar to that found in the private sector with
its basis in full accrual accounting and elimination or reclassification of internal activities.

The first of the government-wide statements is the Statement of Net Assets. This information is
found in the Statement of Net Assets column on page 7. The Statement of Net Assets is the
District-wide statement of its financial position presenting information that includes all of the
District’s assets and liabilities, with the difference 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
District as a whole is improving or deteriorating. Evaluation of the overall health of the District
would extend to other non-financial factors.

The government-wide portion of the Statement of Activities on page 9 reports how the District’s
net assets changed during the current fiscal year. All current year revenues and expenses are
included regardless of when cash is received or paid.

FUND FINANCIAL STATEMENTS

The combined statements also include fund financial statements. A fund is a grouping of related
accounts that is used to maintain control over resources that have been segregated for specific
activities or objectives. The District has one governmental fund type. The General Fund
accounts for resources not accounted for in another fund, assessments revenues, costs and
general expenditures.

-3-



HARRIS COUNTY IMPROVEMENT DISTRICT NO.5
MANAGEMENT’S DISCUSSION AND ANALYSIS

FOR THE YEAR ENDED DECEMBER 31, 2011

FUND FINANCIAL STATEMENTS (Continued)

Governmental funds are reported in each of the financial statements. The focus in the fund
statements provides a distinctive view of the District’s governmental funds. These statements
report short-term fiscal accountability focusing on the use of spendable resources and balances of
spendable resources available at the end of the year. They are useful in evaluating annual
financing requirements of the District and the commitment of spendable resources for the near-
term.

Since the government-wide focus includes the long-term view, comparisons between these two
perspectives may provide insight into the long-term impact of short-term financing decisions.
The adjustments columns, the Reconciliation of the Governmental Funds Balance Sheet to the
Statement of Net Assets on page 8 and the Reconciliation of the Governmental Funds Statement
of Revenues, Expenditures and Changes in Fund Balances to the Statement of Activities on page
10 explain the differences between the two presentations and assist in understanding the
differences between these two perspectives.

NOTES TO THE BASIC FINANCIAL STATEMENTS

The accompanying notes to the basic financial statements provide information essential to a full
understanding of the government-wide and fund financial statements. The notes to the basic
financial statements can be found on pages 11 through 19 in this report.

OTHER INFORMATION

In addition to the basic financial statements and accompanying notes, this report also presents
certain required supplementary information (“RSI”). A budgetary comparison schedule is
included as RSI for General Fund.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net assets may serve over time as a useful indicator of the District’s financial position. In the
case of the District, assets exceeded liabilities by $486,560 as of December 31, 2011.

The following is a comparative analysis of government-wide changes in net assets.
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HARRIS COUNTY IMPROVEMENT DISTRICT NO.5
MANAGEMENT’S DISCUSSION AND ANALYSIS

FOR THE YEAR ENDED DECEMBER 31, 2011

GOVERNMENT-WIDE FINANCIAL ANALYSIS (Continued)

Current and Other Assets

Total Assets

Other Liabilities

TotaJ Liabilities

Net Assets:
Unrestricted

Total Net Assets

S 1,148,567

S 1,148,567

5 662.007

5 662.007

5 486,560

5 486.560

$ 1,204,642

$ 1,204,642

$ 666,233

$ 666.233

538,409

538.409

S (56,075)

$ (56,075)

$ 4,226

$ 4,226

$ (51,849)

$ (51.849)

The following table provides a summary of the District’s operations for the years ended
December 31, 2011 and December 31, 2010.
during the current fiscal year.

The District’s net assets decreased by $51,849

Change
Positive

Revenues:

2011 2010 (Negative)

Property Assessments
Other Revenues

Total Revenues

Expenses for Services

Change in Net Assets

Net Assets, Beginning of Year

Net Assets, End of Year

$ 604,223
12.094

5 616,317

668,166

5 (51,849)

538,409

5 486.560

$ 678,179
20,548

5 698,727

817,170

5 (118,443)

656,852

5 538.409

$ (73,956)
(8,454)

5 (82,410)

149,004

5 66,594

(118,443)

5 (51.849)

Summary of Changes in the Statement of Net Assets

2011

Change
Positive

2010 (Negative)

Summary of Changes in the Statement of Activities
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HARRIS COUNTY IMPROVEMENT DISTRICT NO.5
MANAGEMENT’S DISCUSSION AND ANALYSIS

FOR THE YEAR ENDED DECEMBER 31, 2011

FINANCIAL ANALYSIS OF THE DISTRICT’S GOVERNMENTAL FUND

The General Fund fund balance decreased by $53,875 due to current year expenditures
exceeding assessment revenues.

GENERAL FUND BUDGETARY HIGHLIGHTS

The Board of Directors amended the budget for the cunent fiscal year. Actual revenue was
$51,029 less than budgeted revenue. Actual expenditures were $585,870 less than budgeted
expenditures primarily due to less land acquisition costs being incurred than anticipated. See the
budget to actual comparison on page 21.

CAPITAL ASSETS

The District does not have any capital assets as of December 31, 2011.

LONG-TERM DEBT ACTIVITY

The District does not have any long-term debt as of December 31, 2011.

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide a general overview of the District’s finances.
Questions concerning any of the information provided in this report or requests for additional
information should be addressed to Harris County Improvement District No. 5, c/o Hawes Hill
Calderon, LLP, P.O. Box 22167, Houston, TX, 77227-2167.
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HARRIS COUNTY IMPROVEMENT DISTRICT NO.5
STATEMENT OF NET ASSETS AND

GOVERNMENTAL FUNDS BALANCE SHEET
DECEMBER 31, 2011

Statement of
General Fund Adjustments Net Assets

ASSETS
Cash, Note 3 $ 600,210 S $ 600,210
Receivables:

Assessments 544,607 544,607
Prepaid Costs 3.750 3,750

TOTAL ASSETS S 1.148.567 S -0- $ 1.148.567

LIABILITIES
Accounts Payable S 54,352 S S 54.352
Defeffed Assessment Revenue 620.474 (12,819) 607.655

TOTAL LIABILITIES S 674.826 S (12.819) S 662.007

FUND BALANCE/NET ASSETS
FUND BALANCE

Nonspendable:
Prepaid Costs S 3,750 S (3,750) S

Assigned, Note 6 429,372 (429,372)
Unassigned 40,619 (40,619)

TOTAL FUND BALANCE S 473,741 S (473.741) S -0-

TOTAL LIABILITIES AND FUND
BALANCE S _J448,567

NET ASSETS
Unrestricted S 486,560 S 486,560

TOTAL NET ASSETS $ 486.560 S 486.560

The accompanying notes to basic financial
statements are an integral part of this report.
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HARRIS COUNTY IMPROVEMENT DISTRICT NO.5
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET

TO THE STATEMENT OF NET ASSETS
DECEMBER 31, 2011

Total Fund Balance - Governmental Fund $ 473,741

Amounts reported for governmental activities in the Statement of Net Assets are
different because:

Deferred assessment revenues for the 2010 and prior levies became part of recognized
revenues in the governmental activities of the District. 12,819

Total Net Assets - Governmental Activities S 486.560

The accompanying notes to basic financial
statements are an integral part of this report.
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HARRIS COUNTY IMPROVEMENT DISTRICT NO.5
STATEMENT OF ACTIVITIES AND GOVERNMENTAL FUND REVENUES,

EXPENDITURES AND CHANGES IN FUND BALANCES
FOR THE YEAR ENDED DECEMBER 31, 2011

Statement of
General Fund Adjustments Activities

REVENUES
Assessment Revenue $ 602,197 $ 2,026 $ 604,223
Penalty and Interest 5,388 5,388
Investment Revenues 3,832 3,832
Miscellaneous Revenues 2,874 2,874

TOTAL REVENUES $ 614,291 $ 2,026 $ 616.317

EXPENDITURES/EXPENSES
Service Operations:

Public Safety and Security $ 90,018 $ $ 90,018
Environmental and Urban Design 291,429 291,429
Business and Economic Development 179,586 179,586
Administrative Expenditures 107.133 107,133

TOTAL EXPENDITURES/EXPENSES $ 668.166 $ -0- $ 668.166

NET CHANCE IN FUND BALANCE $ (53,875) $ 53,875 $

CHANGE IN NET ASSETS (51,849) (51,849)

FUND BALANCE/NET ASSETS -

JANUARY 1,2011 527,616 10,793 538,409

FUND BALANCE/NET ASSETS -

DECEMBER 31, 2011 12.819 S 48&,560

The accompanying notes to basic financial
statements are an integral part of this report.

-9-



HARRIS COUNTY IMPROVEMENT DISTRICT NO.5
RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF

REVENUES, EXPENDITURES AND CHANGES JN FUND BALANCES
TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED DECEMBER 31, 2011

Net Change in Fund Balance - Governmental Fund $ (53,875)

Amounts reported for govermnental activities in the Statement of Activities are
different because:

Govermnental funds report assessment revenues when collected. However, in the
Statement of Activities, revenue is recorded in the accounting period for which the
assessments are levied. 2,026

Change in Net Assets - Governmental Activities S (51,849)

The accompanying notes to basic financial
statements are an integral part of this report.
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HARRIS COUNTY IMPROVEMENT DISTRICT NO.5
NOTES TO BASIC FINANCIAL STATEMENTS

DECEMBER 31, 2011

NOTE 1. CREATION OF DISTRICT

The Harris County Improvement District No. 5, also known as the Brays Oaks Management
District, (the “District”) was created, effective June 17, 2005, by the Texas Legislature under
provisions of Senate Bill No. 993, of the 79th Legislature, Regular Session, 2005, House Bill No.
4771 of the gist Legislature, Regular Session, 2009, and House Bill No. 2670, g9nd Legislature,
Regular Session, 2011, codified as Chapter 3834, Texas Special District Local Laws Code.
Pursuant to the provisions of the Act creating the District, the District is empowered to promote,
develop, encourage, and maintain employment, commerce, transportation, housing, tourism.
recreation, ails and entertainment, economic development, safely, and the public welfare in the
Harris Counly Improvement District No. 5. The Board of Directors held its first meeting on June
29, 2005.

NOTE 2. SIGNIFICANT ACCOUNTING POLICIES

The accompanying basic financial statements have been prepared in accordance with accounting
principles generally accepted in the United States of America as promulgated by the
Governmental Accounting Standards Board (“GASB”). In addition, the accounting records of
the District are maintained generally in accordance with the Water District Financial
Management Guide published by the Texas Commission on Environmental Quality (the
“Commission”).

The GASB has established the criteria for determining whether or not a given entity is a
component unit. The criteria are: (1) is the potential component unit a legally separate entity, (2)
does the primary government appoint a voting majority of the potential component unit’s board,
(3) is the primary government able to impose its will on the potential component unit, (4) is there
a financial benefit or burden relationship. The District was created as an independent
management district. The District does not meet the criteria for inclusion as a component unit of
any entity.

The Brays Oaks Redevelopment Authority (the “Authority”) is a public. non-profit corporation
within the meaning of Section 501(c)(3) of the U.S. Internal Revenue Code of 1986, as amended
(the “Code”), and was organized by the District on October 19. 2010, to aid, assist, and act on
behalf of the District in the performance of its governmental functions. The Authority meets the
component unit criteria for inclusion in the District’s basic financial statements but has no
activity as of December 31, 2011.

Financial Statement Presentation

These financial statements have been prepared in accordance with GASB Codification of
Governmental Accounting and Financial Reporting Standards Part 11, Financial Reporting.

—11—



HARRIS COUNTY IMPROVEMENT DISTRICT NO. 5
NOTES TO BASIC FINANCIAL STATEMENTS

DECEMBER 31, 2011

NOTE 2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial Statement Presentation (Continued)

The GASB Codification sets forth standards for external financial reporting for all state and local
government entities, which include a requirement for a Statement of Net Assets and a Statement
of Activities. It requires the classification of net assets into three components: Invested in
Capital Assets, Net of Related Debt; Restricted; and Unrestricted. These classifications are
defined as follows:

• Invested in Capital Assets, Net of Related Debt — This component of net assets consists
of capital assets, including restricted capital assets, net of accumulated depreciation and
reduced by the outstanding balances of any bonds, mortgages, notes, or other borrowings
that are attributable to the acquisition, construction, or improvements of those assets.

• Restricted Net Assets — This component of net assets consists of external constraints
placed on the use of net assets imposed by creditors (such as through debt covenants),
grantors, contributors, or laws or regulation of other governments or constraints imposed
by law through constitutional provisions or enabling legislation.

• Unrestricted Net Assets — This component of net assets consists of net assets that do not
meet the definition of “Restricted” or “Invested in Capital Assets, Net of Related Debt.”

When both restricted and unrestricted resources are available for use, generally it is the District’s
policy to use restricted resources first.

Government-Wide Financial Statements

The Statement of Net Assets and the Statement of Activities display information about the
District as a whole. The District’s Statement of Net Assets and Statement of Activities are
combined with the govermTlental hind financial statements. The District is viewed as a special-
purpose government and has the option of combining these financial statements.

The Statement of Net Assets is reported by adjusting the governmental fund types to report on
the full accrual basis, economic resource basis, which recognizes all long-term assets and
receivables as well as long-term debt and obligations. Any amounts recorded due to and due
from other hinds are eliminated in the Statement of Net Assets.

The Statement of Activities is reported by adjusting the governmental hind types to report only
items related to current year revenues and expenditures. Items such as capital outlay are
allocated over their estimated useful lives as depreciation expense. Internal activities between
governmental funds, if any, are eliminated by adjustment to obtain net total revenue and expense
of the government-wide Statement of Activities.
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HARRIS COUNTY IMPROVEMENT DISTRICT NO. 5
NOTES TO BASIC FENANCEAL STATEMENTS

DECEMBER 31, 2011

NOTE 2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial Statement Presentation (Continued)

Fund Financial Statements

As discussed above, the District’s fund financial statements are combined with the government-
wide statements. The fund statements include a Balance Sheet and Statement of Revenues,
Expenditures and Changes in Fund Balances.

Governmental Funds

The District has one governmental fund and considers it a major fund.

General Fund - To account for resources not required to be accounted for in another fund,
assessment revenues, costs and general expenditures.

Basis of Accounting

The District uses the modified accrual basis of accounting for governmental fund types. The
modified accrual basis of accounting recognizes revenues when both “measurable and available.”
Measurable means the amount can be determined. Available means collectable within the
current period or soon enough thereafter to pay current liabilities. The District considers revenue
reported in governmental funds to be available if they are collectable within 60 days after year
end. Also, under the modified accrual basis of accounting, expenditures are recorded when the
related fund liability is incurred, except for principal and interest on long-term debt, which are
recognized as expenditures when payment is due.

Annual assessments considered available by the District and included in revenue include the
2010 assessment collected during the period October 1, 2010, to December 31, 2011. In
addition, assessments collected from January 1, 2011, to December 31, 2011, for the 2009 and
prior assessment levies are included in revenues The 2011 annual assessment has been fully
deferred to meet the operating expenditures for the 201 2 fiscal year.

Amounts transferred from one fund to another ftrnd are reported as an other financing source or
use. Loans by one fund to another fund and amounts paid by one fund for another fund are
reported as interfund receivables and payables in the Governmental Funds Balance Sheet if there
is intent to repay the amount and if the debtor fund has the ability to repay the advance on a
timely basis.
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HARRIS COUNTY IMPROVEMENT DISTRICT NO.5
NOTES TO BASIC FINANCIAL STATEMENTS

DECEMBER 31, 2011

NOTE 2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Capital Assets

Capital assets, which include office equipment and fixtures and vehicles, are reported in the
government-wide Statement of Net Assets. All capital assets are valued at historical cost or
estimated historical cost if actual historical cost is not available. Donated assets are valued at
their fair market value on the date donated. Repairs and maintenance are recorded as an
expenditure in the governmental fund incurred and as an expense in the government-wide
Statement of Activities. Capital asset additions, improvements arid preservation costs that extend
the life of an asset are capitalized and depreciated over the estimated useful life of the asset.
Interest costs, including developer interest, engineering fees and certain other costs are
capitalized as part of the asset.

Assets are capitalized, including infrastructure assets. if they have an original cost greater than
S5,000 and a useful life over two years. Depreciation is calculated on each class of depreciable
property using the straight-line method of depreciation. The District has no capital assets.

Budgeting

In compliance with governmental accounting principles, the Board of Directors annually adopts
an unappropriated budget for the General Fund. The budget was amended during the current
fiscal year.

Pensions

The District has not established a pension plan as the District does not have employees. The
Internal Revenue Service has determined that fees of office received by Directors are considered
to be wages subject to federal income tax withholding for payroll tax purposes only.

Measurement Focus

Measurement focus is a term used to describe which transactions are recognized within the
various financial statements. In the government-wide Statement of Net Assets and Statement of
Activities, the govermental activities are presented using the economic resources measurement
focus. The accounting objectives of this measurement focus are the determination of operating
income, changes in net assets, financial position, and cash flows. All assets and liabilities
associated with the activities are reported. Fund equity is classified as net assets.

Governmental fund types are accounted for on a spending or financial flow measurement focus.
Accordingly, only current assets and current liabilities are included on the Balance Sheet, and the
reported fund balances provide an indication of available spendable or appropriable resources.
Operating statements of governmental fund types report increases and decreases in available
spendable resources.
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HARRIS COUNTY IMPROVEMENT DISTRICT NO.5
NOTES TO BASIC FINANCIAL STATEMENTS

DECEMBER 31, 2011

NOTE 2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fund Balances

GASB Statement No. 54, Fund Balance Reporting and Governmental Fund-type Definitions,
requires the classification of fund balances in governmental hinds using the following hierarchy:

Nonspendable: amounts that cannot be spent either because they are in nonspendable form or
because they are legally or contractually required to be maintained intact.

Restricted: amounts that can be spent only for specific purposes because of constitutional
provisions, or enabling lethslation, or because of constraints that are imposed externally. The
District does not have any restricted hind balances.

Committed: amounts that can be spent only for purposes determined by a formal action of the
Board of Directors. The Board is the highest level of decision-making authority for the District.
This action must be made no later than the end of the fiscal year. Commitments may be
established, modified, or rescinded only through ordinances or resolutions approved by the
Board. The District does not have any committed hind balances.

Assigned: amounts that do not meet the criteria to be classified as restricted or committed, but
that are intended to be used for specific purposes. The District has not adopted a formal policy
regarding the assignment of hind balances. The District reported assigned hind balance of
5429.372 as of December31, 2011. See Note 6.

Unassigned: all other spendable amounts in the General Fund.

When expenditures are incurred for which restricted, committed, assigned or unassigned hind
balances are available, the District considers amounts to have been spent first out of restricted
hinds, then committed hinds, then assigned hinds, and finally unassigned hinds.

Accounting Estimates

The preparation of financial statements in confonirity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amount of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenues
and expenditures during the reporting period. Actual results could differ from those estimates.
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HARRIS COUNTY IMPROVEMENT DISTRICT NO. 5
NOTES TO BASIC FINANCIAL STATEMENTS

DECEMBER 31, 2011

NOTE 2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Subsequent Events

In preparing these financial statements, management has evaluated and disclosed all material
subsequent events through July 17, 2012, which is the date these statements were available to be
issued.

NOTE 3. DEPOSITS AND INVESTMENTS

Deposits

Custodial credit risk is the risk that, in the event of the failure of a depository financial
institution, a government will not be able to recover deposits or will not be able to recover
collateral securities that are in the possession of an outside party. The District’s deposit policy
for custodial credit risk requires compliance with the provisions of Texas statutes.

Texas statutes require that any cash balance in any fund shall, to the extent not insured by the
Federal Deposit Insurance Corporation or its successor, be continuously secured by a valid
pledge to the Authority of securities eligible under the laws of Texas to secure the funds of the
District, having an aggregate market value, including accrued interest, at all times equal to the
uninsured cash balance in the fund to which such securities are pledged. At fiscal year end, the
carrying amount of the District’s deposits was $600,210 and the bank balance was $533,862. Of
the bank balance, $264,292 was covered by federal depository insurance and the balance was
covered by collateral pledged in the name of the District and held in a third party depository.

The carrying values of the deposits are included in the Governmental Funds Balance Sheet and
the Statement of Net Assets at December 31, 2011, as listed below:

Total

GENERAL FUI’JT)
DEPOSITS $ 600,210

Investments

Under Texas law, the District is required to invest its funds under written investment policies that
primarily emphasize safety of principal and liquidity and that address investment diversification,
yield, maturity, and the quality and capability of investment management, and all District funds
must be invested in accordance with the following investment objectives: understanding the
suitability of the investment to the District’s financial requirements, first; preservation and safety
of principal, second; liquidity, third; marketability of the investments if the need arises to
liquidate the investment before maturity, fourth; diversification of the investment portfolio, fifth;
and yield, sixth. The District’s investments must be made “with judgment and care, under
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HARRIS COUNTY IMPROVEMENT DISTRICT NO. 5
NOTES TO BASIC FINANCIAL STATEMENTS

DECEMBER 31, 2011

NOTE 3. DEPOSITS AND INVESTMENTS (Continued)

Investments (Continued)

prevailing circumstances, that a person of prudence, discretion, and intelligence would exercise
in the management of the person’s own affairs, not for speculation, but for investment,
considering the probable safety of capital and the probable income to be derived.” No person
may invest District funds without express written authority from the Board of Directors.

Texas statutes include specifications for and limitations applicable to the District and its
authority to purchase investments as defined in the Public Funds Investment Act. Authorized
investments are summarized as follows: (1) obligations of the United States or its agencies and
instrumentalities, (2) direct obligations of the State of Texas or its agencies and instrumentalities,
(3) certain collateralized mortgage obligations, (4) other obligations, the principal of and interest
on which are unconditionally guaranteed or insured by the State of Texas or the United States or
its agencies and instrumentalities, including obligations that are fully guaranteed or insured by
the Federal Deposit Insurance Corporation or by the explicit full faith and credit of the United
States, (5) certain A rated or higher obligations of states, agencies, counties, cities, and other
political subdivisions of any state, (6) bonds issued, assumed or guaranteed by the State of Israel,
(7) insured or collateralized certificates of deposit, (8) certain fully collateralized repurchase
agreements secured by delivery, (9) certain bankers’ acceptances with limitations, (10)
commercial paper rated A-l or P-I or higher and a maturity of 270 days or less, (11) no-load
money market mutual funds and no-load mutual funds with limitations, (12) certain guaranteed
investment contracts, (13) certain qualified governmental investment pools and (14) a qualified
securities lending program.

As of December 31, 2011, the District had no investments.

NOTE 4. ANNUAL ASSESSMENT

In accordance with the Act creating the District, the District may levy ad valorem taxes or
assessment fees in accordance with Chapter 375, Local Government Code, and Chapter 3834,
Special District Local Laws Code, to provide improvements and services for a project or activity
the District is authorized to acquire, construct, improve, or provide under this Act.

On November 1, 2005, an order was adopted granting a petition for a service plan and an
assessment roll for the District. The order is supplemented annually after each supplemental
assessment hearing. The order authorized levying an annual assessment which would assure
sufficient funding for the services provided under the seven year term of the Service Plan. The
order authorized an assessment of $0.10 per $100 valuation of taxable real property within the
boundaries of the District. The order provides the District the right to lower the rate during the
seven-year term of the Service Plan.
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HARRIS COUNTY IMPROVEMENT DISTRICT NO. 5
NOTES TO BASIC FINANCIAL STATEMENTS

DECEMBER 31, 2011

NOTE 4. ANNUAL ASSESSMENT (Continued)

During the year ended December 31, 2011, the District levied an assessment of $0.10 per $100
of assessed valuation of taxable real property, which resulted in an assessment of $607,655 for
the 2011 assessment year. Total revenue of $602,197 has been recorded in the current period.

The District’s calendar for collection of the assessments is as follows:

Levy Date - October 1 or as soon thereafter as practicable

Lien Date - January 1.

Due Date - Not later than January 31.

Delinquent Date - February 1, at which time the taxpayer is liable for penalty and interest.

NOTE 5. OPTION AND ACCESS AGREEMENT

On March 15, 2011, the District and a third party entered into an Option and Access Agreement
(the “Agreement”) that granted the District the option and exclusive right to purchase certain real
property for park land. The initial option period expired on December 31, 2011. Effective
December 31, 2011, the District and the third party amended the Agreement and extended the
option period through the earlier of July 31, 2012, or the date on which the District exercises the
option. Effective May 15, 2012, subsequent to year end, the District and the third party amended
the Agreement and extended the option period through the earlier of November 30, 2012, or the
date on which the District exercises the option. During the current year, the District paid option
fees totaling $21,567 in accordance with the agreement.

NOTE 6. ASSIGNED FUND BALANCE

On January 17, 2012, the Board of Directors approved the District’s budget for the fiscal year
ending December 31, 2012, which projects a $429,372 decrease in the General Fund’s fund
balance. In accordance with GASB Statement No. 54, the District has reported this amount as
assigned find balance as of December 31, 2011.

NOTE 7. RISK MANAGEMENT

The District is exposed to various risks of loss related to torts; theft of, damage to and destruction
of assets; errors and omissions; and natural disasters. The District carries commercial insurance
for its fidelity bonds and participates in the Texas Municipal League Intergovernmental Risk
Pool (TML) to provide general liability, errors and omissions and law enforcement coverage.
The District, along with other participating entities, contributes annual amounts determined by
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HARRIS COUNTY IMPROVEMENT DISTRICT NO. 5
NOTES TO BASIC FINANCIAL STATEMENTS

DECEMBER 31, 2011

NOTE 7. RISK MANAGEMENT (Continued)

TML’s management. As claims arise they are submitted and paid by TML. During the current
fiscal year, the District contributed $1,964 to the find for this insurance coverage. There have
been no significant reductions in coverage from the prior year and settlements have not exceeded
coverage in the past three years.
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HARRIS COUNTY IMPROVEMENT DISTRICT NO.5
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN

FUND BALANCE - BUDGET AND ACTUAL - GENERAL FUND
FOR THE YEAR ENDED DECEMBER 31, 2011

Final Variance
Original Amended Positive
Budget Budget Actual (Negative)

REVENUES
Assessment Revenues $ 590,320 $ 590,320 $ 602,197 $ 11,877
Penalty and Interest 4,700 4,700 5,388 688
Investment Revenues 10,300 10,300 3,832 (6,468)
Miscellaneous Revenues 60.000 60.000 2.874 (57.126)

TOTAL REVENUES $ 665.320 $ 665.320 5 614.291 $ (51,029)

EXPENDITURES
Service Operations:

Public Safety and Security $ 208,200 S 173,200 $ 90,018 $ 83.182
Environmental and Urban

Design 710.589 745.589 291,429 454.160
Business and Economic

Development 179.370 233,370 179,586 53,784
Administrative Expendinares 101 £77 101.877 107.133 (5.256)

TOTAL EXPENDITURES $ 1.200.036 $ 1.254.036 $ 668.166 $ 585.870

NET CHANGE IN FUND
BALANCE $ (534.716) S (588.716) S (51875) S 534,841

FUND BALANCE -

JANUARY 1,2011 527.616 527.616 527,616

FUND BALANCE-
DECEMBER 31, 2011 (7.100) $ (61.100) 473.741. $ 534.841

See accompanying independent auditor’s report.
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HARRIS COUNTY IMPROVEMENT DISTRICT NO. 5
GENERAL FUND EXPENDITURES

FOR THE YEAR ENDED DECEMBER 31, 2011

PERSONNEL (Including Benefits) $ -0-

PROFESSIONAL FEES
Auditing $ 10,850
Legal 21,483

TOTAL PROFESSIONAL FEES $ 32,333

PURCHASED SERVICES FOR RESALE:
Public Safety and Security $ 90,018
Environmental and Urban Design 291,429
Business and Economic Development 179.586

TOTAL PURCHASED SERVICES FOR RESALE $ 561,033

CONTRACTED SERVICES:
Bookkeeper $ 12,153
Delinquent Assessment Collector 2,567
Assessment Collector 687

TOTAL CONTRACTED SERVICES $ 15,407

UTILITIES $ -0-

REPAIRS AND MAINTENANCE $ -0-

See accompanying independent auditor’s report.
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HARRIS COUNTY IMPROVEMENT DISTRICT NO. 5
GENERAL FUND EXPENDITURES

FOR THE YEAR ENDED DECEMBER 31, 2011

ADMINISTRATIVE EXPENDITURES:
Advertising $ 601
Insurance 2,349
Office Supplies 1,465
Postage 497
Printing and Reproduction 4,991
Database Management 3,933
Management 16,260
Rent 12,443
Meeting 1,766
Mileage 3,431
Reimbursed Expenses 10,831
Other 826

TOTAL ADMINISTRATIVE EXPENDITURES $ 59,393

CAPITAL OUTLAY:
Capital Assets $ -0-
Expenditures not Capitalized

TOTAL CAPITAL OUTLAY $ -0-

FIRE FIGHTING $ -0-

PARKS AND RECREATION $ -0-

OTHER EXPENDITURES $ -0-

DEBT SERVICE $ -0-

TOTAL EXPENDITURES $ 668.166

See accompanying independent auditor’s report.
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HARRIS COUNTY IMPROVEMENT DISTRICT NO.5
CHANGE IN ASSESSMENTS RECELVABLE

FOR THE YEAR ENDED DECEMBER 31, 2011

Assessments

ASSESSMENTS RECEIVABLE -

JANUARY 1,2011 S 533,496
Adjustments to Beginning Balance (15,622) S 517,874

Original 2011 Assessments Roll $ 606,463
Adjustment to 2011 Assessments Roll 1,192 607.655

TOTAL TO BE ACCOUNTED FOR $ 1,125,529

ASSESSMENT COLLECTIONS:
Prior Year $ 505,055
Current Year 75,867 580,922

ASSESSMENTS RECEIVABLE — December 31, 2011

ASSESSMENTS RECEIVABLE BY YEAR:
2011 $ 531,788
2010 6,734
2009 2.55
2008 1,897
2007 679
2006 560
2005 434

S 544.607

See accompanying independent auditor’s report.
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HARRIS COUNTY IMPROVEMENT DISTRICT NO. 5
COMPARATIVE SCHEDULE OF REVENUES AND EXPENDITURES

GENERAL FUND - FIVE YEARS

Amounts

2011 2010 2009 2008
REVENUES

Assessment Revenues $ 602,197 $ 677,692 $ 685,830 $ 607,873
Penalty and Interest 5,388 5,201 5,632 7,425
Investment Revenues 3,832 8,909 16,475 25,275
Miscellaneous Revenues 2,874 6,438 8,278 12.150

TOTAL REVENUES $ 614.291 $ 698,240 $ 716,215 S 652.723

EXPENDITURES
Public Safety and Security $ 90,018 $ 101,705 S 141,608 S 134,132
Mobility and Transportation 42,189 30,000
Environmental and Urban Design 291,429 476,183 324,682 295,581
Business and Economic Development 179,586 112.995 69,228 53,967
Administration Expenditures 107,133 126,287 124.413 90,853

TOTAL EXPENDITURES S 668,166 S 817,170 S 702.120 S 604.533

NET CHANGE IN FUND BALANCE S (53.875) S (118,930) S 14.095 S 48,190

BEGINNING FUND BALANCE 527,616 646,546 632,451 584,261

ENDENG FUND BALANCE S413,741 S 646,546 $ 632.451

See accompanying independent auditor’s report.
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Percent of Total Revenues

2007 2011 2010 2009 2008 2007

$ 557,933 98.0% 97.1% 95.8% 93.1% 95.1%
3,217 0.9 0.7 0.8 1.1 0.5

25,449 0.6 1.3 2.3 3.9 4.3
500 0.5 0.9 1.1 1.9 0.1

S 587,099 100.0% 100.0% 100.0% 100.0% 100.0%

S 91,517 14.7% 14.6% 19.8% 20.5% 156%
5.9 4.6

29,091 47.4 68.2 45.3 45.3 5.0
38,825 29.2 16.2 9.7 8.3 6.6

181.846 17.4 18.1 17.3 13.9 31.0

$ 341,279 108.7% 117.1% 9&0?/o 92.6% 58.2%

S 245,820 (17.1)% 10% 7.4% 41.8%

338.441

S 584.261

See accompanying independent auditor’s report.
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HARRIS COUNTY IMPROVEMENT DISTRICT NO. 5
BOARD MEMBERS, KEY PERSONNEL AND CONSULTANTS

DECEMBER 31, 2011

District Mailing Address - Harris County Improvement District No. 5
dba Brays Oaks Management District
do Hawes Hill Calderon LLP
P.O. Box 22167
Houston, TX 77227-2 167

District Telephone Number - (713) 595-1200

Expense
Term of Fees of office reimbursements
Office for the year ended for the year ended

Board Members (Appointed) December 31, 2011 December 31, 2011 Position

Starla Turnbo 06/09 $ -0- $ -0- 1
06/13

(Appointed)

Steve Moore 12/li $ -0- $ -0- 2
06/13

(Appointed)

Charles F. Meyer 06/09 $ -0- $ -0- 3 - Vice
06/13 Chairman

(Appointed)

Mehmet Okumus 06/09 $ -0- $ -0- 4
06/13

(Appointed)

Cindy Chapman 09/li $ -0- $ -0- 5
06/13

(Appointed)

Etan M. Mirwis 06/09 $ -0- $ -0- 6 - Chairman
06/13

(Appointed)

Vacant 7

Elaine Gaskamp 06/il $ -0- $ -0- 8 - Secretary
06/15

(Appointed)

See accompanying independent auditor’s report.
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HARRIS COUNTY IMPROVEMENT DISTRICT NO. 5
BOAR]) MEMBERS, KEY PERSONNEL AND CONSULTANTS

DECEMBER 31, 2011

Expense
Term of Fees of office reimbursements
Office for the year ended for the year ended

Board Members (Appointed) December 31, 2011 December 31. 2011 Position

Cary Yates 06111 S -0- S -0- 9
06115

(Appointed)

Greg Glenn 06/11 S -0- $ -0- 1 0
06/15

(Appointed)

George Nwanguina 06/11 $ -0— $ -0- 11
06/15

(Appointed)

See accompanying independent auditor’s report.
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HARRIS COUNTY IMPROVEMENT DISTRICT NO. 5
BOARD MEMBERS, KEY PERSONNEL AND CONSULTANTS

DECEMBER 31, 2011

Fees for the
year ended

Consultants: Date Hired December31, 2011 Title

Allen Boone Humphries Robinson LLP 11101/05 $ 42.205 Attorney
3200 Southwest Freeway. Suite 2600
Houston, TX 77027

McCall Gibson Swedlund Barfoot PLLC 04/17/07 $ 7,200 Auditor
Certified Public Accountants
13100 Worlham Center Drive, Suite 235
Houston, TX 77065-5610

Harris County Tax Assessor/Collector 11/01/05 $ 687 Assessment
1001 Preston, Suite 100 Collector
Harris, TX 77002

Municipal Accounts and Consulting LP 02/19/08 $ 12,476 Bookkeeper
1300 Post Oak Blvd., Suite 1600
Houston, TX 77056

Equi-Tax Inc. 11/01/05 $ 3,933 Database
1711 Rolling Creek Drive, Suite 200 Management
Houston, TX 77090

Linebarger Goggan Blair & Sampson. LLP 07/18/06 S 2,567 Delinquent
1301 Travis Street, Suite 300 Assessment
Houston, TX 77002 Attorney

Hawes Hill Calderon LLP 06/01/05 S 254,345 Administrator
10103 Fondren Road, Suite 300
Houston, TX 77096

Mark Burton. CPA 02/19/OS S -0- Investment
1300 Post Oak Blvd., Suite 1600 Officer
Houston, TX 77056

See accompanying independent auditor’s report.
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