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February 11, 2010

INDEPENDENT AUDITOR’S REPORT

Board of Directors

Harris County Municipal
Utility District No. 61

Harris County, Texas

I have audited the accompanying financial statements of Harris County Municipal Utility District No. 61 as of October 31,
2009, and for the year then ended, as listed in the table of contents. These financial statements are the responsibility of the
management of Harris County Municipal Utility District No. 61. My responsibility is to express an opinion on these financial
statements based on my audit.

I conducted my audit in accordance with auditing standards generally accepted in the United States of America. Those
standards require that I plan and perform the audit to obtain reasonable assurance about whether the financial statements are free
of material misstatement. 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 well as evaluating the overall financial statement presentation. I believe that my audit provides a reasonable basis
for my opinion.

In my opinion, the financial statements referred to above present fairly, in all material respects, the financial position of Harris
County Municipal Utility District No. 61 as of October 31, 2009, and the changes in its financial position for the year then ended
in conformity with accounting principles generally accepted in the United States of America.

The accompanying Management’s Discussion and Analysis on Pages 2 to 7 and Schedule of Revenues, Expenditures and
Changes in Fund Balance, Budget and Actual, General Fund, on Page 22 and Schedule of Revenues, Expenditures and Changes
in Fund Balance, Budget and Actual, Special Revenue Fund, on Page 23 are not a required part of the basic financial statements
but are supplementary information required by the Governmental Accounting Standards Board. I have applied certain limited
procedures which consisted principally of inquiries of management regarding the methods of measurement and presentation of
the required supplementary information. However, I did not audit the information and express no opinion on it.

My audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise Harris
County Municipal Utility District No. 61's basic financial statements. The supplementary information on Pages 24 to 38 is
presented for purposes of additional analysis and is not a required part of the basic financial statements. Except for the portion
marked “unaudited,” this supplementary information has been subjected to the auditing procedures applied in the audit of the basic
financial statements, and, in my opinion, is fairly stated in all material respects in relation to the basic financial statements taken
as a whole. The accompanying supplementary information includes financial data excerpted from prior year financial statements
which were audited by my firm except for the years ended October 31, 2007, which were audited by other independent auditors
whose report dated April 11, 2008, expressed an unqualified opinion on those statements.

MEMBER AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
MEMBER ASSOCIATION OF CERTIFIED FRAUD EXAMINERS



Managementi’s Discussion and Analysis
Using this Annual Report

Within this section of the Harris County Municipal Utility District No. 61 (the "District’) annual report, the District's Board
of Directors provides narrative discussion and analysis of the financial activities of the District for the fiscal year ended
October 31, 2009.

The annual report consists of a series of financial statements plus additional supplemenial information to the financial
statements as reaquired by its state oversight agency, the Texas Commission on Environmental Quality. Inaccordance
with reguired reporting standards, the District reports its financial activities as a special-purpose govemment. Special-
purpose govermnments are governmenial entities which engage in d singie governmental program. In the District’s
case, the single governmenial program is provision of water and sewer setvices. The financial statements of special-
purpose govemments combine two types of financial statfements info one statement, These two types of financial
statements are the govemment-wide financial statements and the fund financial statements. The fund financial
sfatements are presented on the left side of the staterments, a column for adjustments is to the right of the fund
financial stafements, and the govemment-wide financial statements are presented to the right side of the
adjustments column. The foliowing sections describe the measurement focus of the two types of siatements and
the significant differences in the information they provide.

Government-Wide Financial Statements

The focus of government-wide financial statements is on the overall financial position and activities of the District.
The District's government-wide financial statements include the statement of net assets and statement of activities,
which are prepared using accounting principles that are similar 1o commercial enterprises.  The purpose of the
statement of net assets is o aftempt to report all of the assets and liabilities owned by the District. The District reports
all of its assefs when it acquires or begins to mainfain the assets and reports all of ifs liabilities when they are incured.

The difference between the District’s total assets and fotal liabilities is labeled as nef assefs and this difference is similar
fo the fotal owners' equity presenied by a commercial enterprise.

The purpose of the statement of activities is to present the revenues and expenses of the District. Again, the items
presented on the stafement of activities are measured in o manner similar 1o the approach used by a commercial
enterprise in that revenues are recognized when earmned or established criteria are safisfied and expenses are
reported when incurred by the District, Thus, revenues are reporned even when they may not be collected for several
months or years afier the end of the accounting period and expenses are recorded even though they may not have
used cash during the current period.

Although the stafement of activities iooks different from a commercial enferprise’s income statement, the financial
statement is ciifferent only in format, not substance. Whereas the botfom line in a commercial enterprise is its net
income, the District reports an amount described as change in nef assets, essentially the same thing.

Fund Financial Statements

Unlike government-wide financial statements, the focus of fund financial statements is directed 1o specific activities
of the District rather than the District as a whole. Excepf for the General Fund, a specific fund is established o satisfy
managerial control over resources or fo satisfy finance-related legal requirermnents established by external paries or
governmental statutes or regulations.

Govermnmental fund financial statements consist of a balance sheef and statement of revenues, expenditures and
change in fund balances and are prepared on an accounting basis that is significantly different from thaf used 1o
prepare the government-wide financial statfements.



In general, these financial statements have a short-term emphasis and, for the most part, measure and account for
cash and other assets that can easily be converted info cash. For example, amounts reporfed on the balance sheef
include ftems such as cash and receivables collectible within a very shortt period of time, but do not include capital
assets such as land and warter and sewer systems. Fund lighilities include amounts that are 1o be paid within a very
short period affer the end of the fiscal year. The difference between a fund's total assets and totat liabilities is labeled
the fund balance, and generally indicates the amount that can be used to finance the next fiscal year's’ activities.
Likewise, the operating statement for govermnmental funds reports only those revenues and expenditures that were
collected in cash or paid with cash, respectively, during the current period or very shortly after the end of the fiscal

year,

Because the focus of the government-wide and fund financial statements are different, there are significant
differences between the tofals presented in these financial statements. For this reason, there is an analysis in Nofe
3 of the notes to the financial statements that reconciles the total fund balances to the amount of net assetfs
presented in the governmental activities column on the statement of net assets. Also, there is an analysis in Nofe 3
of the notes to the financial statements that reconciles the total change in fund balances for all governmental funds
o the change in net assefs as reported in the governmental activities column in the statement of activities.

Financial Analysis of the District as a Whole

Financial Analysis of the District as a Whole begins with an understanding of how financial resources flow through the
District’s funds. Resources in the Capifal Projects Fund are derived principally from proceeds of the sale of bonds,
and expenditures from this fund are subject fo the Rules of the Texas Commission on Environmental Quality.
Resources in the Delot Service Fund are derived principally from the collection of property taxes and are used for the
payment of tax collection costs and bond principal and interest.  Resources in the General Fund are derived
principally from property faxes and billings for water and sewer services and are used to operate and maintain the
system and 1o pay costs of administration of the District.

Management has financial objectives for each of the District’s funds. The financial objective for the Capital Projects
Fund is 1o spend the funds as necessary in accordance with the Rules of the Texas Commission on Environmental
Quality. The financial objective for the Debt Senice Fund is to levy the faxes necessary 1o pay the fiscal year debt
service reguirements plus the cost of levying and collecting taxes, leaving the appropriate fund balance as
recommeanded by the District's financial advisor. The financial objective for the General Fund is 1o keep the fund's
expenditures as low as possible while ensuring that revenues are adequate fo cover expenditures and maintaining
the fund balance that Management believes is prudent. The financial objective for the Special Revenue Fund is 1o
insure that the expenditures in the funds are billed 1o the participants in accordance with the confract. Management
believes that these financial objectives were met during the fiscal year.

Management believes that the reguired method of accounting for cerfain elements of the govermnment-wide
financial statements makes the govemment-wide financial statements as a whole not useful for financial analysis.
In the government-wide financial statements, capiial assefs and depreciation expense have been required 1o be
recorded at historical cost. Management's policy is o maintain the District's capitai assets in a condition greater than
or egual to the condiition required by regulatory authorifies, and management does not believe that depreciation
expense is relevant fo the management of the District,  In the govemment-wide financial statements, costs of
issuance and certain non-cash costs of long-tferm debt are capitdlized and amortized over the life of the related
debt. Management believes that this required method of accounting is not useful for financial analysis of the District
and prefers to consider the required cash flows of the debt as reported in the fund staterments and the notes to the
financial statements. In the govemnment-wide financial statements, property tax revenuss dre required o be
recorded in the fiscal year for which the taxes are levied, regardiess of the year of collection. Management believes
that the cash basis method of accounting for property Taxes in the funds provides more useful financial information,



The following required summairies of the District’s overall financial position and operations for the past two years are
based on the information included in the govemment-wide financial statements. For the reasons described in the
preceding paragiaph, a separate analysis of the summaries is not presented.

Summary of Net Assets

2009 2008 Change
Current and other assefs S 2,224,229 S 2,179,711 S 44,518
Capital assets 3,965,758 1,895,027 2,070,731
Total assets 6,189,987 4,074,738 2,115,249
Long-term liabilities 4,823,605 2,891,639 1,931,966
Other liabilities 907,057 866,943 40,114
Total liabilities 5,730,662 3,758,582 1,272,080
Net assets:
Invested in capital assets,
net of related debt (1,052,393) (1.196,158) 143,765
Restricted 1,130,428 1,070,060 60,368
Unrestricted 381,290 442,254 (60,9264}
Total net assets $ 459,325 S 316,156 § 143,169
summary of Changes in Net Assels
2009 2008 Change
Revenues:
Property taxes, including related
penalty and interest S 586,481 S 490,933  § 95,548
Charges for services 517,195 450,826 66,369
Sales and Use Taxes 14,055 39,578 {25,523}
Other revenues 16,829 41,506 {24,677)
Total revenues 1,134,560 1,022,843 111,717
Expenses:
Service operations 892,271 718,117 174,154
Debft sevice 09,120 158,165 (59,045}
Total expenses 991,391 876,282 115,109
Change in net assets 143,169 146,561 (3.392)
Neft assets, beginning of year 316,156 169,595 146,561
Net assets, end of year S 459,325 S 316,156 $ 143,169

Financial Ancilysis of the District’s Funds

The District's combined fund balances as of the end of the fiscal year ended October 31, 2009, were $1,543,485,
o decrease of §31,901 from the prior year.



The General Fund balance decreased by $98,869, in accordance with the District's financial plan.
The Special Revenue Fund balance did hot change.
The Debt Senvice Fund balance increased by $73,409, in accordance with the District’s financial plan.

The Capital Projects Fund balance decreased by $6,441. This decrease was primarily due to contributions to the
regional wastewater freatment authority for upgrades to the plant,

General Fund Budgetary Highlights

The Board of Directors did not amend the budget during the fiscal year. There were several significant differences
between the budgetary amounts and the actual amounts. Actual revenues and expenditures were generally higher
than the amounts budgeted. The budgetary fund balance as of October 31, 2009, was expected o be $818,712
ond the actual end of year fund balance was $719,843.

Capital Asset and Debt Administration

Capital Assefs

Capital assets held by the District at the end of the current and previous fiscal years are summarized as follows:

Capital Assets (Net of Accumulated Depreciation)

2009 2008 Change
Land S 19,659 S 19,659 $ 0
Consfruction in progress 2,758,021 592,913 2,165,108
Water facilities 874,234 @43,551 (69,317)
Sewer facilities 313,844 338,204 (25,060)
Totals S 3,965,758 S 1,895,027 S 2,070,731

Changes fo capital assets during the fiscal year ended October 31, 2009, are summarized as follows:

Additions:
Contribution to regional wastewater treafment plant $ 10,135
Detention pond and utiiities construction by developers 2,141,966
Engineering for amenity pond 13,007
Total additions to capital assets 2,165,108
Decreases:
Depreciation (94,377)

Net change to capital assets S 2,070,731




Debt

Changes in the bonded delbt position of the District during the fiscal year ended October 31, 2009, are summarized
as follows:

Bonded debt payable, beginning of year ) 2,795,000
Bonds paid (215,000}
Bonded debt payable, end of year S 2,580,000

At October 31, 2009, the District had $39,315,000 of bonds authorized but unissued for the purposes of acquiing,
constructing and improving the water, sanitary sewer and drainage system within the District.

The District’s bonds have an underlying rafing of Baa3 by Moody's Investors Service (Moody's). The Series 2000 bonds
are insured by National Public Finance Guarantee Corp. (formerly Financial Guaranty Insurance Company (FGIC)),
and the 2003 bonds are insured by American Municipal Bond Assurance Corporation (Ambac). Because of the
insurance, these bonds are rated Baal and Baa3 by Moody's, respectively. There were changes in the ratings of the
insurers during and affer the fiscal year ended October 31, 2009, for the Series 2000 and 2003 bonds. The ratings
changed due o the lowered ratings of the companies insuring these bonds.

As further described in Note 5 of the noies to the financial statements, developers within the District are currently
constructing cerfain underground facilities within the District's boundaries. The District has agreed to reimburse the
developers for these construction and related engineering costs plus interest not 1o exceed the inferest rate of the
applicable District bond issue. These amounts are o be reimbursed from the proceeds of a future bond issue o the
extent approved by the Texas Commission on Environmental Quality. The District's engineer stafed that cost of the
construction in progress at October 31, 2009, was $2,453,605.

RELEVANT FACTORS AND WATER SUPPLY ISSUES
Property Tax Base

As of October 31, 2009, the District's certified tax base had decreased approximartely $2,000,000 for the 2009 tax
year. Approximately $11,200,000 additional valuation remained uncertified atf that date.

Relationship to the City of Houston

Under existing Texas iaw, since the District lies wholly within the extratertitorial jurisdiction of the City of Houston, the
District must conform fo a City of Houston ordinance consenting to the creation of the District. In addition, the District
may be annexed by the City of Houston without the District's consent. If the District is annexed, the City will assume
the District’s assets and obligations (including the bonded indebfedness) and dissclve the District within ninety (90)
days.

Utilizing a provision of Texas law, the City of Houston ("City”) and the District enfered info a Strafegic Partnership
Agreement ("SPA") effective as of April 11, 2003. The SPA was amended effective December 14, 2009. The SPA
provides for the limited purpose annexation of cerain developed commercial fracts within the District into the City
for the limited pumposes of imposition of the City's Saies and Use Tax, certain municipal court jurisdictions, and heatlth
inspection senvices and enforcemeant. No other City services are provided, The properties made subject fo the SPA
may nNot be taxea for ad valorem purposes by the City. Addifional properfies may become subject 1o the SPA by
amending the SPA upon the consent of the Clty and the District. The City pays the District an amount equal 1o 50
percent of all Sales and Use Tax revenues generated from the properties subject 1o the SPA. The term of the SPA is
30 years. During the term of the SPA, the City has agreed not 1o annex ali or part of the District or commence any
action to annex all or part of the District for full purposes.



The City has imposed a Sales and Use Tax within the boundaries of the Partial District of the fime of the limifed-purpose
annexation of the Partial District, The Agreement provides that the City shall pay 1o the District one half of all Sales
and Use Tax revenues generated within the boundaries of the Partial District and received by the City from the
Comptroller of Public Accounts of the Stafe of Texas.

Warter Supply Issues

The District is within the Harris-Galveston Subsidence District (the “Subsidence District”) Regulatory Area No. 3. The
Subsidence District regulates the withdrawal of groundwater within its jurisdiction. The District's guthority to pump
ground water from its well is subject 1o annual permits issued by the Sulsidence District. The Subsidence District has
ordered cerfain areas of suburbban Houston 1o convert most of their water supply to surface water under various
schedules. Beginning in January 2003, the District is required to have a groundwater reduction plan ("GRP"),
approved by the Subsidence District and by January 2005, the District must provide evidence 1o the Subsidence
District that construction of the infrastructure defined within the District’s certified groundwater reduction plan has
sfarfed. The Subsidence District has designated Jonuary 2010, as the datfe required for the District o restrict the
withdrawal of ground water and convert 30% of its tofal water use fo surface water; January 2020, as the date
required for the District fo restrict the withdrawal of ground water and convert 70% of its total water use 1o surface
wafer and January 2030, as the date required for the District fo restrict the withdrawal of ground water and convert
80% of its fotal water use to surface water, If the District does not meet the requirements of the Subsidence District,
the District may e required 1o pay the disincentive fees adopted by the Subsidence District.

In May, 2001, the Texas Legislature created the West Harris County Regional Water Authority (the “Authority”) and
included the District within the boundaries of the Authority. The Authority was created fo provide a regional entity o
buiid the necessary facilifies fo meet the subsidence District’s requirements for conversion from ground water fo
surface water of all permit holders within its boundaries, including the Distiict. Accordingly, the District is required to
pay groundwater reduction plan fees to the Authority, and in turn is entitled o rely upon the Authority's GRP 1o achieve
compliance with the subsidence District’s requirements. in accordance with the GRP, the Authority has negotiated
a water supply contract with the City of Houston and has issued revenue bonds 1o finance the initial phase of the
surface water supply system. The Authority may establish such fees, charges, or 10lls as necessary 1o accomplish its
purposes. The Authority's surface water pumpage fee was equal to $0.95 per 1,000 gallons pumped for the period
January 1, 2009 to December 31, 2009, $1.25 effective January 1, 2010, and is expected to increase in the future,
The Authority's surfoce water usage fee was equal to $§1.25 per 1,000 galions for the period January 1, 2009 to
December 31, 2009, $1.55 effective January 1, 2010, and is expected fo increase in the future.

The Authority, as part of the plan of financing the Authority System, has elected to allow districts, such as the District,
o participate in a pro-rata share of the costs associated with the acquisition and construction of the Authority System
{(including the costs associated with the acduisition of alternate sources of water supply) by issuing its own debt or
using cash on hand, entitling the Disirict to a future credit against pumpage fees due to the Authority. The District has
contributed $355,443 to the Authority for its share of the construction costs in connection with the Authority’s first and

only bond issue.

The District cannot predict the amount or level of fees and charges which may be due the Authority for future years,
but anticipates the need to pass such fees through its customers in higher water and sewer rates, In addifion,
conversion to surface water will necessitate improvements 1o the District’s water supply system, which could reguire
issuance of additional bonds. In the event the Authority fails to commence construction of surface water
infrastructure by the deadline established by the Subsidence District, the District and others within the Authority's GRP
group will be required o pay the disincenfive fee on withdrawn groundwater, This distinctive fee is sulostantial, and
the District expects it would need 1o pass such fee through 1o its customers in higher water and sewer rates. This
distinctive fee would be in addition to the Authority's fee.



HARRIS COUNTY MUNICIPAL UTILITY DISTRICT NO. 61

STATEMENT OF NET ASSETS AND GOVERNMENTAL FUNDS BALANCE SHEET

ASSETS

Cash, including interest-bearing accounts, Note 7
Certificates of deposit, at cost, Note 5
Receivables:
Property taxes
Accrued penalty and interest on property taxes
Service accounts
Accrued interest
Other
Due from participant in joint plant
Due from other districts, Note 9
Due from other fund
Prepaid surface water capital contribution, Note 10
Operating reserve at joint ptants, Note 9
Capital assets, net of accumulated depreciation, Note 4:
Capital assets not being depreciated
Depreciable capital assets

Total Assets

LIABILITIES

Accounts payable
Accrued interest payable
Customer and builder deposits
Due to other funds
Other district equity in joint plant
Deferred property tax revenues
Long-term liabilities, Note 5:
Due within one year
Due in more than one year

Total liabilities
FUND BALANCES / NET ASSETS

Fund balances:
Nonspendable:
Prepaid surface water capital contribution, Note 10
Operating reserve at joint plants, Note 9
Restricted for operating reserve, Note 9
Assigned to:
Debt service
Capital projects
Unassigned

Total fund balances

Total liabilities and fund balances

Net assets:
Invested in capital assets, net of related debt, Note 4
Restricted for debt service
Restricted for capital projects
Restricted for prepaid surface water capital contribution
Unrestricted

Total net assets

OCTOBER 31, 2009

The accompanying notes are an integral part of the financial statements.

Special

Revenue Debt Capital Adjustments Statement
General Fund Service Projects Total {Note 3) of Net Assets
409,459 $ 1,453 §$ 27,010 $ 450,433 § 888,355 $ 888,355
315,000 315,000 315,000
146,892 430,964 577,856 577,856
0 2,254 2,254
26,155 26,155 26,155
1,048 1,048 1,048
33,724 33,724 33,724
13,323 13,323 13,323
0 15,454 15,454
38,448 3,686 42,132 (42,132) 0
341,060 341,060 341,060
30,000 30,000 (20,000) 10,000
0
0 2,777,680 2,777,680
0 1,188,078 1,188.078
087.290 § 53202 $§ 777,708 $ 450433 $ 2268653 3,921,334 6,189,087
56,831 $ 23,222 § 3,335 § $ 83,388 83,388
0 14,163 14,163
21,592 21,592 21,592
42,132 42,132 (42,132) 0
0 10,000 10,000
146,892 430,964 577,856 (9,942) 567,914
0 210,000 210,000
0 4.823,605 4,823,605
267,447 23,222 434,299 8] 724,968 5,005,694 5,730,662
341,080 341,060 (341,060) 0
30,000 30,000 (30,000) 0
30,000 30,000 (30,000) 0
343,409 343,409 (343,409) 0
450,433 450,433 (450,433) 0
348,783 348,783 (348,783) 0
719,843 30,000 343,409 450,433 1,543,685 (1,543.685) 0

987,290 $ 53,222 $ 777708 § 450,433 $ 2,268,653
(1,052,393) (1,052,393)
338,935 338,935
450,433 450,433
341,060 341,060
381,280 381,200
459,326 3 459,325




HARRIS COUNTY MUNICIPAL UTILITY DISTRICT NO. 61

STATEMENT OF ACTIVITIES AND GOVERNMENTAL FUNDS REVENUES. EXPENDITURES, AND
CHANGES IN FUND BALANCES

FOR THE YEAR ENDED OCTOBER 31, 2009

Special Debt Capital Statement
General Revenue Service Projects Adjustments of
Fund Fund Fund Fund Total (Note 3) Activities
REVENUES
Property taxes $ 147,047 % $ 431,337 § 3 578,384 $ 1,523 % 579,907
Water service 171,626 171,626 171,626
Sewer service 98,700 98,700 98,700
Surface water fees, Note 10 95,412 95,412 95,412
From participants in plant, Note 9 302,235 302,235 (225,510) 76,725
Penalty and interest 6,814 6,183 12,997 391 13,388
Tap connection and inspection fees 21,572 21,572 21,572
Lease revenue, Note 9 21,143 21,143 21,143
Sales and Use Taxes, Note 11 14,055 14,055 14,055
Interest on prepaid surface water
capital contribution, Note 10 16,023 16,023 16,023
Interest on deposits 6,247 6,888 3,694 16,829 16,829
Other revenues 9,180 9,180 9,180
Total revenues 607.819 302.235 444,408 3,694 1,358,156 (223,596) 1,134,560
EXPENDITURES / EXPENSES
Service operations:
Purchased services, Note 9 321,661 321,661 (225,510) 96,151
Professional fees 197,465 12,290 2,697 212,452 212,452
Contracted services 24,491 11,977 15,677 52,145 52,145
Utilities 5,347 71,954 77,301 77,301
Surface water pumpage fees, Note 10 133,548 133,548 133,548
Repairs and maintenance 96,675 55,295 151,870 151,970
Other operating expenditures 2,652 12,634 15,186 15,186
Administrative expenditures 36,543 4,537 9,114 50,194 50,194
Depreciation 0 94,377 94,377
Capital outlay / non-capital outlay 21,954 10,135 32,089 23,142) 8,947
Debt service:
Principal retirement 215,000 215,000 (215,000) 0
Interest and fees 128,511 128,511 (29,391) 99,120
Total expenditures / expenses 706,688 302,235 370,999 10,135 1,390,057 (398,666) 991,391
Excess (deficiency) of
revenues over expenditures (98,869) 0 73,409 (6.441) {31,901) 175,070 143,169
Net change in fund balances / net assets (98,869) 0 73,409 (6,441) (31,901) 175,070 143,169
Beginning of year 818,712 30,000 270,000 456,874 1,575,586 (1,259,430) 316,156
End of year $ 719,843 $ 30,000 $ 343,409 § 450,433 $ 1,543,685 $ (1,084,360) § 459,325

The accompanying notes are an integral part of the financial statements.



HARRIS COUNTY MUNICIPAL UTILITY DISTRICT NO. 61

NOTES TO THE FINANCIAL STATEMENTS

OCTOBER 31, 2009

NOTE 1: REPORTING ENTITY

Harris County Municipal Utility District No. 61 (the "District") was created by an order of the Texas Water
Rights Commission (now the Texas Commission on Environmental Quality) effective May 2, 1973, and
operates in accordance with Texas Water Code Chapters 49 and 54. The District is a political subdivision
of the State of Texas, governed by an elected five member Board of Directors. The District is subject to the
continuing supervision of the Texas Commission on Environmental Quality.

The District is empowered, among other things, 1o purchase, construct, operate and maintain all works,
improvements, facilities and plants necessary for the supply of water; the coliection, transportation and
treatment of wastewater; and the control and diversion of storm water. The District may provide garbage
disposal and coliection services. In addition, the District is empowered, if approved by the electorate, the
Texas Commission on Environmental Quality and other governmental entities having jurisdiction, to establish,
operate and maintain a fire department, either independently or jointly with certain other districts.

In evaluating how to define the District for financial reporting purposes, the Board of Directors of the District
has considered all potential component units. The decision to include a potential component unit in the
reporting entity was made by applying the criteria established by the Governmental Accounting Standards
Board. The basic, but not the only, criterion for including a potential component unit within the reporting entity
is the governing body's ability to exercise oversight responsibility. The most significant manifestation of this
ability is financial interdependency. Other manifestations of the ability to exercise oversight responsibility
include, but are not limited to, the selection of governing authority, the designation of management, the ability
to significantly influence operations and accountability for fiscal matters. The other criterion used to evaluate
potential component units for inclusion or exclusion from the reporiing entity is the existence of special
financing relationships, regardless of whether the District is able to exercise oversight responsibilities.

The District is a participant in the Willamsburg Regional Sewage Treatment Plant operated by the
Willlamsburg Regional Sewage Authority (the "Authority"). Oversight of the Authority is exercised by the
Board of Delegates of the Authority which is comprised of representatives from the participants. Based on
the criteria described above, the Authority's financial activity has not been inciuded in the District's financial
statements. Transactions with and summary financial information of this joint venture are described in Note
9.

The District and Harris County Municipal Utility District No. 62 are participants in joint water plant facilities (the
"Facilities"). Qversight of the Facilities is exercised by the Board of Directors of the District and financial
activity of the Facilities has been included as a component unit in the financial statements of the District. The
Facilities’ General Fund has been reported as the Special Revenue Fund of the District. Transactions with
this joint venture are described in Note 9.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

NOTE 2; SIGNIFICANT ACCOUNTING POLICIES

The District’s financial statements are prepared in accordance with generally accepted accounting principles
(“GAAP”). The Governmental Accounting Standards Board (the “GASB”) is responsible for establishing GAAP
for state and local governments through its pronouncements (Statements and Interpretations). Governments
are also required to follow the pronouncements of the Financial Accounting Standards Board issued through
November 30, 1989 (when applicable), that do not conflict with or contradict GASB pronouncements. The
more significant accounting policies established in GAAP and used by the District are discussed below.

Basic Financial Statements

The District’s basic financial statements inciude both government-wide (reporting the District as a whole) and
governmental fund financial statements (reporting the District’'s funds). Because the District is a single-
program government as defined by the GASB, the District has combined the government-wide statements
and the fund financial statements using a columnar format that reconciles individual line items of fund financial
data to government-wide data in a separate column on the face of the financial statements. An additional
reconciliation between the fund and the government-wide financial data is presented in Note 3.

The government-wide financial statements (i.e., the stalement of net assets and the statement of activities)
report information on all of the nonfiduciary activities of the District. The effect of interfund activity has been
removed from these statements. The District’s net assets are reported in three parts — invested in capital
assets, net of related debt; restricted net assets; and unrestricted net assets. The District first utilizes
restricted resources to finance qualifying activities. The government-wide statement of activities reports the
components of the changes in net assets during the reporting period.

The financial transactions of the District are reported in individual funds in the fund financial statements. Each
fund is accounted for in a separate set of self-balancing accounts that comprises its assets, liabilities, fund
balances, revenues and expenditures and changes in fund balances. The District's fund balances are
reported as nonspendabile, restricted, committed, assigned or unassigned. Nonspendable fund balances are
either not in spendable form or are contractually required to remain intact. Restricted fund balances include
amounts that can only be used for the specific purposes stipulated by constitutional provisions, external
resource providers or enabling legislation. Committed fund balances include amounts that can only be used
for the specific purposes determined by formal action of the District's Board of Directors. Assigned fund
balances are intended for a specific purpose but do not meet the criteria to be classified as restricted or
committed. Unassigned fund balance is the residual ciassification for the District's General Fund and includes
all spendable amounts not contained in the other classifications. The transactions of the District are
accounted for in the following funds:

General Fund -- To account for all revenues and expenditures not required io be accounted for in other
funds.

Special Revenue Fund -- To account for all revenues and expenditures of the general operations of the
joint water plant facilities .

Debt Service Fund -- To account for the accumulation of financial resources for, and the payment of, bond
principal and interest, paid principally from property taxes levied by the District.

Capital Projects Fund -- To account for financial resources designated to construct or acquire capital
assets. Such resources are derived principally from proceeds of the saie of bonds.

11



NOTES TO THE FINANCIAL STATEMENTS (Continued)

Basis of Accounting

The government-wide statements are reported using the economic resources measurement focus and the
accrual basis of accounting which recognizes all long-term assets and receivables as well as long-term debt
and obligations. Revenues are recorded when earned and expenses are recorded when a liability is incurred,
regardless of the timing of related cash flows. Ad valorem property taxes are recognized as revenues in the
fiscal year for which they have been levied and related penalties and interest are recognized in the fiscal year
in which they are imposed. An allowance for uncollectibles is estimated for delinquent property taxes and
reported separately in the financial statements.

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available. Revenues are considered to be available if they are collectible within the current
period or soon enough thereafter to pay liabilities of the current period. Expenditures generally are recorded
when a liability is incurred except for principal and interest on bonds payable which are recorded only when
payment is due.

Interfund Activity

Activity between funds that is representative of lending/borrowing arrangements outstanding at the end of the
fiscal year is reported as interfund receivables or payables, as appropriate, as are all other outstanding
balances between funds. Operating transfers between funds represent legally authorized transfers from the
fund receiving resources to the fund through which the resources are to be expended.

Receivables

Service accounts receivable as reported are considered collectible. The District uses the direct write off
method for uncollectible service accounts. Unbilled water and sewer revenues are not material and are not
recorded at year end. The District considers service accounts revenues to be available if they are to be
collected within 60 days after the end of the fiscal year.

in the fund financial statements, ad valorem taxes and penalties and interest are reported as revenues in the
fiscal year in which they become available to finance expenditures of the fiscal year for which they have been
levied. Property taxes which have been levied and are not yet collected (or have been collected in advance
of the fiscal year for which they have been levied) are recorded as deferred revenues. Property taxes
collected after the end of the fiscal year are not included in revenues.

Capital Assets

Capital assets, which include property, plant, equipment, and immovable public domain or "infrastructure"
assets are reported in the government-wide financial statements. Capital assets are defined by the District
as assets with an initial individual cost of more than $10,000 (including installation costs, if any, and
associated professional fees) and an estimated useful life in excess of two years. Such assets are recorded
at historical cost or estimated historical cost if purchased or constructed by the District. Donated capital
assets are recorded at historical cost. Additions, improvements and other capital outlays that significantly
extend the useful life of an asset or increase the value of an asset are capitalized. Costs incurred for repairs
and mainteriance are expensed as incurred.

Depreciation on capital assets is computed using the straight-line method over the following estimated useful
lives:

Plant and eguipment 10-45 years
Underground lines 45 years

12
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

Prepaid Surface Water Capital Contributions

The District reports the surface water fee charges incurred by the District at the gross amount of the charges.
Credits received under the terms of the Capital Contribution Contract (the “Contract”) are recorded as either
a repayment of the principal amount of the prepaid surface water capital contribution or interest earned on
the prepayment at the interest rate of the applicable Contract. The principal is amortized based upon the life
of the credits and the interest rate of the applicable Contract.

Long-term Liabilities

Long-term debt and other long-term obligations are reported in the government-wide financial statements.
Bond premiums and discounts, as well as issuance costs, are deferred and amortized over the life of the
bonds. Bonds payable are reported net of the applicable premium or discount. Bond issuance costs are
reported as deferred charges and amortized over the term of the related debt. If bonds are refunded and the
carrying amount of the new debt is different than the net carrying amount of the old debt, the difference is
netted against the new debt and amortized using the effective interest method over the shorter of the
remaining life of the refunded debt or the life of the new debt issued.

in the fund financial statements, governmental funds recognize bond premiums and discounts, as well as
bond issuance costs, during the current period. The face amount of debt issued is reported as other financing
sources. Premiums received on debt issuances are reported as other financing sources while discounts on
debt issuances are reported as other financing uses. Issuance costs, whether or not withheld from the actual
debt proceeds received, are reported as expenditures of the fund from which they are paid.

NOTE 3: RECONCILIATION OF FUND TO GOVERNMENT-WIDE FINANCIAL STATEMENTS

Reconciliation of year end fund balances {o net assets:
Total fund balances, end of year $ 1,543,685
Capital assets used in governmental aclivities are not financial resources and, therefore,
are not reported in the funds:

Capital assets, net 3,965,758

Some long-term liahilities, including bonds payable, are not due and payable in the
current period and therefore are not reported in the funds:

Bonds payable $ (2,580,000)
Due to developers (2,453,605) (5,033,605)

The assets in the special revenue fund are owned by the District and other participants in
the joint venture:

The District's equity (20,000)
Other participants' equity {10,000} (30,000)

Some receivables that do not provide current financial resources are not reported as
receivables in the funds:

Due from other districts 15,454
Accrued penalty and interest on property taxes receivable 2,254
Uncoliected propeity taxes 9,942 27,650

Some liabilities that do not require the use of current financial resources are not reported
as liabilities in the funds:

Accrued interest (14,163)

Net assets, end of year $ 459,325



NOTES TO THE FINANCIAL STATEMENTS (Continued)

Reconciliation of net change in fund balances to change in net assets:
Total net change in fund balances $
The funds report capital outlays as expenditures. However, in the statement of activities

the cost of those assets is allocated over their estimated useful lives and reported as
depreciation expense:

Capital outlay $ 23,142
Depreciation (94,377)

The issuance of long-term debt (bonds payable) provides current financial resources to
the funds, while the repayment of the principal of long-term debt consumes the current
financial resources of the funds. Neither transaction, however, has any effect on net
assets. The effect of these differences in the freatment of long-term debt:

Principal reduction

Some revenues reported in the statement of activities do not provide current financial
resources and therefore are not reported as revenues in the funds:

Accrued penalty and interest on property taxes receivable 391
Uncoliected property taxes 1,523

Some expenses reported in the statement of activities do not require the use of current
financial resources and therefore are not reported as expenditures in the funds:
Accrued interest

Change in net assets $

NOTE 4: CAPITAL ASSETS

At October 31, 2009, “Invested in capital assets, net of related debt” was $(1,052,393). This amount was
negative primarily because not all expenditures from bond proceeds were for the acquisition of capital assets.
Within Harris County, the county government assumes the maintenance and other incidents of ownership of
most storm sewer facilities constructed by the District. Accordingly, these assets are not recorded in the
financial statements of the District. In accordance with GASB Statement No. 34, expenditures for bond
issuance coests prior to the implementation of GASB Statement No. 34 on January 1, 2004, were not recorded
as deferred charges which would offset the related liability of bonds payable. In addition, some expenditures
from bond proceeds were for the acquisition of capital assets beneath the capitalization threshold of $5,000
(see Note 2) and some authorized expenditures were not for capital assets.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

Capital asset activity for the fiscal year ended October 31, 2009, was as follows:

Beginning Ending
Balance Increases Decreases Balance

Capital assets not being depreciated:

Land $ 19,659 $ $ $ 19,659

Construction in progress 592,913 2,165,108 2,758,021

Total capital assets not being depreciated 612,572 2,165,108 0 2,777,680
Depreciable capital assets:

Water system 1,910,849 1,910,84¢

Sewer system 1,018,993 1,018,993

Total depreciable capital assets 2,929,842 0 0 2,929,842
Less accumulated depreciation for:

Water system (956,143) (69,317) (1,025,460)

Sewer system (691,244) (25,060) (716,304)

Total accumulated depreciation (1,647,387) (94,377) 0 (1,741,764)

Total depreciable capital assets, net 1,282,455 (94,377) 0 1,188,078
Total capital assets, net $ 1895027 § 2,070,731 $ 0 § 3,965,758
Changes to capital assets:

Capital outlay $ 23,142 $

Increase in liability to developer 2,141,966

Less depreciation expense for the fiscal year (94,377)

Net increases / decreases to capital assets $ 2,070,731 $ 0

NOTE 5: LONG-TERM LIABILITIES AND CONTINGENT LIABILITIES

Long-term liability activity for the fiscal year ended October 31, 2009 was as follows:

Beginning Ending Due within

Balance Additions Reductions Balance One Year
Bonds payable $ 2,795,000 3 $ 215,000 $ 2,580,000 $ 210,000
Due to developer (see below) 311.639 2.141.968 2453605  _ ceemeeeee
Total long-term liabilities $ 3,106,639 $ 2,141,966 $ 215,000 $ 5,083,605 $ 210,000

Developer Consiruction Commitments and Liabilities

Developers within the District are currently constructing certain underground facilities within the District's
boundaries. The District has agreed to reimburse the developers for these construction and related
engineering costs plus interest not to exceed the interest rate of the applicable District bond issue. These
amounts are 10 be reimbursed from the proceeds of a future bond issue to the extent approved by the Texas
Commission on Enviranmental Quality. The District's engineer stated that cost of the construction in progress
at October 31, 2009, was $2,453,605. This amount has been recorded in the government-wide financial
statements and in the schedules in Notes 4 and 5.



NOTES TO THE FINANCIAL STATEMENTS (Continued)

As of October 31, 2009, the debt service requirements on the bonds outstanding were as follows:

Fiscal

Year Principal Interest Total
2010 $ 210,000 $ 117,763 $ 327,763
2011 210,000 108,417 318,417
2012 210,000 98,933 308,933
2013 210,000 ‘ 89,342 299,342
2014 210,000 79,648 289,648
2015 - 2019 1,045,000 248,046 1,293,046
2020 - 2024 485,000 50,370 535,370
$ 2,580,000 $ 792,519 $ 3,372,519
Bonds voted $ 47,000,000
Bonds approved for sale and sold 7,685,000
Bonds voted and not issued 39,315,000
Refunding bonds voted 12,000,000
Refunding bonds soid 3,100,000
Refunding bonds voted and not issued 8,900,000

The bonds are payable from the proceeds of an ad valorem tax levied upon all property subject to taxation
within the District, without limitation as 1o rate or amount.

The bond issues payable at October 31, 2009, were as follows:

Series 2000 Series 2003
Amounts outstanding,

October 31, 2009 $1,530,000 $1,050,000
Interest rates 5.00% to 5.40% 3.35% 10 4.50%
Maturity dates, serially

beginning/ending March 1, 2010/2020 September 1, 2010/2024
interest payment dates March 1/September 1 March 1/September 1
Callable dates March 1, 2010* September 1, 2012*

*Or any date thereafter, callable at par plus accrued interest in whole or in part at the option of the District.
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NQTES TO THE FINANCIAL STATEMENTS (Continued)

NOTE 8: PROPERTY TAXES

The Harris County Appraisal District has the responsibility for appraising property for all taxing units within the
county as of January 1 of each year, subject to review and change by the county Appraisal Review Board.
The appraisal roll, as approved by the Appraisal Review Board, must be used by the District in establishing
its tax roll and tax rate. The District's taxes are usually levied in the fall, are due when billed and become
delinquent after January 31 of the following year or 30 days after the date billed, whichever is later. On
January 1 of each year, a statutory tax lien attaches to property to secure the payment of all taxes, penalties
and interest ultimately imposed for the year on the property.

The Bond Orders require that the District levy and collect an ad valorem debt service tax sufficient to pay
interest and principal on bonds when due and the cost of assessing and collecting taxes.

At an election held April 6, 1974, the voters within the District authorized a maintenance tax not to exceed
$0.15 per $100 valuation on all property subject to taxation within the District. This maintenance tax is being
used by the General Fund to pay expenditures of operating the District.

On November 12, 2009, the District levied the following ad valorem taxes for the 2009 tax year and the 2010
fiscal year on the adjusted taxable valuation of $96,257,083:

Rate Amount
Debt service $ 0.4400 $ 423,529
Maintenance 0.1500 144,385
$ 0.5900 $ 567,914

A reconciiiation of the tax levy to property tax revenues on the Statement of Activities is as follows:

2009 tax year total property tax levy $ 567,914
2009 tax year total property tax levy deferred

to 2010 fiscal year {(567,914)
2008 tax year total property tax levy deferred

to 2009 fiscal year 497,264

Appraisal district adjustments to prior year taxes 82,643

Statement of Activities property tax revenues $ 579,907

NOTE 7: DEPOSITS

The District complied with the requirements of the Public Funds Investment Act during the current fiscal year
including the preparation of quarterly investment reports required by the Act.

State statutes authorize the District to invest and reinvest in direct or indirect obligations of the United States,
the State of Texas, any county, city, school district, or other political subdivision of the state, or in local
government investment pools authorized under the Public Funds Investment Act. Funds of the District may
be placed in certificates of deposit of state or national banks or savings and loan associations within the state
provided that they are secured in the manner provided for the security of the funds under the laws of the State
of Texas. In accordance with the District's investment policies, during the current year the District's funds
were invested in interest bearing accounts at authorized financial institutions.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

In accordance with state statutes and the District's investment policies, the District requires that insurance or
secutrity be provided by depositories for all funds held by them. At the balance sheet date, the carrying
amount of the District's deposits was $1,208,355 and the bank balance was $1,271,024. Of the bank balance,
$684,554 was covered by federal insurance and $586,470 was covered by the market value of coliateral held
by the District's custodial bank in the District's name. The market value of coliateral was reported to the
District by the depository.

Deposits restricted by state statutes and the Bond Orders:

Debt Service Fund

For payment of debt principal and interest,
paying agent fees and costs of assessing and
collecting taxes:

Cash $ 27,010
Temporary investments 315,000
$ 342,010

Capital Projects Fund

For construction of capital assets:

Cash $ 450,433

NOTE 8: RISK MANAGEMENT

The District is exposed to various risks of loss related to: torts; theft of, damage to, and destruction of assets;
errors and cmissions; personal injuries and natural disasters. Significant losses are covered by insurance
as describad below. There were no significant reductions in insurance coverage from the prior fiscal year.
There have been no settlements which have exceeded the insurance coverage for each of the past three
fiscal years.

At October 31, 2009, the District had physical damage and boiler and machinery coverage of $3,860,000,
comprehensive general liability coverage with a per occurrence limit of $1,000,000 and $3,000,000 general
aggregate, pollution liability coverage of $1,000,000, umbrella liability coverage of $1,000,000, worker's
compensation coverage of $1,000,000, consultant's crime coverage of $50,000 and a tax assessor-collector
bond of $10,000.
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NOTES TO THE FINANCIAL STATEMENTS {Continued)

NOTE 9: JOINT VENTURES WITH OTHER GOVERNMENTAL UNITS

Wastewater Treatment Plant

The District is a participant with several other disiricts and developers in the Williamsburg Regional Sewage
Treatment Plant (the "Plant"). Oversight of the Plant is exercised by the Williamsburg Regional Sewage
Authority (the "Authority"). The Authority is governed by a Board of Delegates whose members are appointed
by the boards of directors of the participating districts. Each participating district appoints one delegate.

The Authority was formed by agreements between Harris County Municipal Utility District No. 61 and West
Harris County Municipal Utility District No. 2 on September 29, 1976, as amended November 1, 1980, to
include Harris County Municipal Utility District Nos. 82, 63, 64, 65, and West Harris County Municipal Utility
District No. 5. On April 17, 2002, the participants adopted a resolution which acknowledged the ownership
of each participant's capacity in the Williamsburg Regional Sewage Treatment Plant (the "Plant") as follows:
Harris County Municipal Utility District No. 61 -- 23.00%; Harris County Municipal Ultility District No. 62 --
13.20%; Harris County Municipal Utility District No. 63 -- 4.75%; Harris County Municipal Utility District No.
64 -- 21.00%; Harris County Municipal Utility District No. 65 -- 13.05%; West Harris County Municipal Utility
District No. 2 -- 17.00%; Westside Ventures, Ltd. -- 8.00%. The governing contract has been amended on
August 15, 2001, March 17, 2004, June 17, 2009 and December 16, 2009. Construction costs of the Plant
are funded by the contribution of funds from each participating district. The Authority issues no debt. Each
participant records its share of the capital assets of the Plant in its financial statements.

Each participant is responsible only for its share of the operating costs of the Authority which are allocated
and billed monthly based upon each participant's equivalent sewer connections serviced by the Authority.
During the year ended October 31, 2007, the District's share of the Authority's general expenditures was
$96,151. The District's share of the Authority's operating reserve was $10,000 at October 31, 2009.

The following summary financial data of the Authority's General Fund is presented for the Authority's fiscal
year ended October 31, 2009:

Authority District’s
Total Share

Total assets $ 164,136

Total liabilities (94.136)

Total fund balance 70,000 $ 10,000
Operating reserve : {70,000) (10.000)
Undesignated fund balance $ 0 $ 0
Total revenues $ 734,882 $ 96,151
Total expenditures (734.682) (96,151)
Excess revenues (expenditures) 0 0
Fund balance, beginning of year 70,000 10,000
Fund balance, end of year $ 70,000 $ 10,000

In connection with the expansion of the Plant, developers within another district have agreed to lease a portion
of the District's capacity in the Plant until such time as the expansion is completed. $21,143 in lease revenues
were recorded under the terms of this lease during the fiscal year ended October 31, 2009.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

Joint Water Plani Facilities

On July 23, 1979, the District, Harris County Municipal Utility District No. 62 (District No. 62) and West Harris
County Municipal Utility District No. 2 (District No. 2) entered into a contract for the construction, operation
and ownership of joint water plant facilities (the “Facilities”). The contract was for a term of 40 years. On
October 8, 1998, the District approved an Agreement for Sale and Assignment of District No. 2's rights in the
contract to Harris County Municipal Utility District No. 71 (District No. 71). On August 5, 2002, as amended
November 7, 2002, the District purchased District No. 71's rights in the contract. Oversight of the Facilities
is exercised by the Board of Directors of the District. The Facilities issues no debt.

The districts share in the costs of operating the Facilities based on the volume of water received by each
district. Capital repairs and improvements are shared based on capacity owned. The districts are billed
monthly. During the fiscal year ended October 31, 2009, the District’s share of the operating cost of the
Facilities was $225,510. Activity of the Facilities is accounted for in the Special Revenue Fund of the District.
The District has advanced $20,000 of the Facilities’ $30,000 operating reserve.

Reimbursement of Drainage Fasement Costs

Prior to 1982, the District paid $100,000 for a drainage easement which benefits other districts. The
Commission recommended that the other districts reimburse the District for the pro rata share of the
easement plus interest. The District received appropriate reimbursement from several of the other district
during prior years. Additional amounts are due from Harris County Municipal Utility District No. 63 ($8,342
excluding interest) and West Harris County Municipal Utility District No. 5 ($7,112 excluding interest). These
amounts are 1o be funded from future bond sales and are recorded as receivables in the government-wide
financial statements.

NOTE 10: REGIONAL WATER AUTHORITY

The West Harris County Regional Water Authority (the "Authority”) was created by House Bill 1842, Acts of
the 77th Legislature, Regular Session 2001. The Authority is a political subdivision of the State of Texas,
governed by an elected nine member Board of Directors. The Authority is empowered to, among other
powers, "acquire or develop surface water and groundwater supplies from sources inside of or outside of the
boundaries of the authority and may conserve, store, iransport, treat, purify, distribute, sell and deliver water
{o persons, corporations, municipal corporations, political subdivisions of the state, and others, inside of and
outside of the boundaries of the authority." The Authority is also empowered to "establish fees and charges
as necessary to enable the authority to fulfill the authority's regulatory obligations." Surface water pumpage
fees are payable to the Authority though the water supply contract with District No. 62 (see Note 9). The well
pumpage fees payable to the Authority for the fiscal year ended October 31, 2009, were $133,548. The
District bilied its customers $95,412 during the fiscal year to pay for the fees charged by the Authority. In
addition, the District received credits of $24,048 under the provisicns of the Capital Contribution Contract
described below.

In 2008, the District and the Authority entered in to a Capital Contribution Contract (the “Contract”). In
accordance with the Contract, the District contributed $355,443 to the Authority during the fiscal year ended
October 31, 2007, to pay for its share of the costs of constructing infrastructure to bring surface water to the
District. Under the terms of the Contract, the District will receive a cradit in the amount of $12,024 in 2007
and $24,048 annually for the next 25 calendar years. This credit is 1o be applied: first, against the District's
pumpage fes, if any; second, against any amounts due to the Authority for water purchases or any other
reason; and third, paid to the District by the Authority each in installments as payments are due, not less
frequently than annually. The credit is based upon the amortization of the District’s contribution beginning in
2007 at a rate of 4.64% over 26 years.
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The District reports the surface water fee charges incurred by the District at the gross amount of the charges.
Credits received under the terms of the Contracts are recorded as either a repayment of the principal amount
of the prepaid surface water capital contribution or interest earned on the prepayment at the interest rate of
the applicable Contract. The principal is amortized based upon the life of the credits and the interest rate of
the applicabie Contract. During the fiscal year ended October 31, 2009, the District received credits of
$24,048 under the provisions of the Contract. $8,025 of this amount was recorded as principal and $16,023
was recorded as interest.

A summary of the amortization of the remaining scheduled credits for the prepaid capital contributions is as
follows:

Credits Due During

Fiscal Years
Ending October 31 Principal Interest Total

2010 $ 8,405 $ 15,643 $ 24,048
2011 8,803 15,245 24,048
2012 9,221 14,827 24,048
2013 9,658 14,390 24,048
2014 10,115 13,933 24,048
2015-2019 58,235 62,005 120,240
2020-2024 73,403 46,837 120,240
2025-2029 92,523 27,717 120,240
2030-2033 70,697 5,455 76,152
TOTALS 3 341,060 $ 216,052 $ 557,112

NOTE 11: STRATEGIC PARTNERSHIP AGREEMENT

Effective April 11, 2003 (amended effective December 14, 2009), the District and the City of Houston (the
“City”) entered into a 30 year Strategic Partnership Agreement (the “Agreement”). Under the terms of the
Agreement, the City annexed a portion of the District (the “Partial District”) for the limited purposes of applying
the City's Planning, Zoning, Health, and Safety Ordinances within the Partial District. The Agreement states
that the District and all taxable property within the District shall not be liable for any present or future debis
of the City and current and future taxes levied by the City shall not be levied on taxable property with the
District. During the term of the SPA, the City has agreed not to annex all or part of the District or commence
any action to annex all or part of the District for full purposes.

The City imposed a Sales and Use Tax within the boundaries of the Partial District at the time of the limited-
purpose annexation of the Partial District. The Agreement provides that the City shall pay to the District one
half of all Sales and Use Tax revenues generated within the boundaries of the Partial District and received
by the City from the Compitroller of Public Accounts of the State of Texas. The District accrued Sales and Use
Tax revenues of $14,055 from the City for the fiscal year ended October 31, 2009.
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HARRIS COUNTY MUNICIPAL UTILITY DISTRICT NO. 61

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES
(N FUND BALANCE, BUDGET AND ACTUAL, GENERAL FUND

FOR THE YEAR ENDED OCTOBER 31, 2009

Variance with

Budaeted Amounts Final Budget
Positive
Original Final Actual (Negative)
REVENUES
Property taxes $ 137,000 $ 137,000 $ 147,047 $ 10,047
Water service 165,000 165,000 171,626 6,626
Sewer service 97,000 97,000 98,700 1,700
Surface water fees 60,000 60,000 95,412 35,412
Tap connection and inspection fees 0 0 21,572 21,572
Penalty 0 0 6,814 6,814
l-ease revenue 21,000 21,000 21,143 143
Sales and Use Taxes 0 0 14,055 14,055
Interest on prepaid surface water capital cont. 0 0 16,023 16,023
Interest on deposits 10,000 10,000 6,247 (8,753)
Other revenues 500 500 9,180 8,680
TOTAL REVENUES 490,500 490,500 607,818 117,319
EXPENDITURES
Service operations:
Purchased services 256,682 256,682 321,661 64,979
Professional fees 103,000 103,000 197,465 94,465
Contracted services 26,000 26,000 24,491 (1,509)
Utilities 5,500 5,500 5,347 {153)
Repairs and maintenance 55,200 55,200 96,675 41,475
CGther operating expenditures 2,400 2,400 2,552 152
Administrative expenditures 41,718 41,718 36,543 (5,175)
Capital outtay 0 0 21.954 21,954
TOTAL EXPENDITURES 490,500 490,500 706.688 216,188
EXCESS REVENUES (EXPENSES) 0 0 (98,869) (98,869)
FUND BALANCE, BEGINNING OF YEAR 818,712 818,712 818,712 ]
FUND BALANCE, END OF YEAR $ 818,712 $ 818,712 $ 719,843 $ (98.869)

The District's Board of Direciors adopts an annual nonappropriated budget. This budget may be amended throughout the fiscai year and
is prepared on a basis consistent with generally accepted accounting principies.

The accompanying notes are an integral part of the financial statements.



HARRIS COUNTY MUNICIPAL UTILITY DISTRICT NO. &1

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCE, BUDGET AND ACTUAL, SPECIAL REVENUE FUND

FOR THE YEAR ENDED OCTOBER 31, 2009

Variance with

Budgeted Amounts Final Budget
Positive
QOriginal Final Actual (Negative)
REVENUES
From participants in plant:
Harris Gounty Municipal Utility District No. 61 $ 168,360 $ 168,360 $ 225,510 $ 57,150
Harris County Municipal Utility District No. 62 74,290 74,290 76,725 2,435
interest on deposits 0 0 0 0
TOTAL REVENUES 242,650 242,650 302,235 59,585
EXPENDITURES
Service operations:
Professional fees 13,000 13,000 12,280 (710)
Contracted services 11,550 11,550 11,977 427
Utilities 60,000 60,000 71,954 11,954
Surface water pumpage fees 93,000 93,000 133,548 40,548
Repairs and maintenance 48,000 48,000 55,295 7,295
Other operating expenditures 10,000 10,000 12,634 2,634
Administrative expenditures 7,100 7,100 4,637 2,563)
TOTAL EXPENDITURES 242,650 242,650 302,235 59,585
EXCESS REVENUES (EXPENSES) 0 0 0 ¢]
FUND BALANCE, BEGINNING OF YEAR 30,000 30,000 30,000 0
FUND BALANCE, END OF YEAR $ 30,000 $ 30,000 $ 30,000 $ 0

The District's Board of Directors adopts an annual nonappropriated budget. This budget may be amended throughout the fiscal year and
is prepared on a basis consistent with generally accepted accounting principles.

The accompanying notes are an integral part of the financial statements.



HARRIS COUNTY MUNICIPAL UTILITY DISTRICT NO. 61

SCHEDULE OF TEXAS SUPPLEMENTARY INFORMATION
REQUIRED BY THE TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

OCTOBER 31, 2009

(Schedules included are checked or explanatory notes provided for omitted schedules.)

[X] TSI-1. Services and Rates

[X] TSl-2. General Fund Expenditures

[X] TSI-3. Temporary Investments

[X] TSI-4. Taxes Levied and Receivable

[X] T8SI-5. Long-Term Debt Service Requirements by Years

[X] TSi-6. Changes in General Long-Term Bonded Debt

[X] TSI-7. Comparative Schedule of Revenues and Expenditures -
General Fund and Debt Service Fund - Five Year

[X] T8SI-6. Board Members, Key Personnel and Consuitants
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HARRIS COUNTY MUNICIPAL UTILITY DISTRICT NO. &1

SCHEDULE OF SERVICES AND RATES

OCTOBER 31, 2009

Services Provided by the District during the Fiscal Year:

X Retail Water __ Wholesale Water

X _Retail Wastewater __ Wholesale Wastewater
__ Parks/Recreation __ Fire Protection

___ Solid Waste/Garbage __ Flood Control

___ Drainage
___lrrigation
__ Security

_ BRoads

X Participates in joint venture, regional system and/or wastewater service

(other than emergency interconnect)
___ Other

Retail Service Providers

a. Retail Rates for a 5/8" meter (or equivalent):

Flat Rate per 1000
Minimum Minimum Rate Gallons Over
Charge Usage Y/N Minimum Usage Levels
WATER: $8.50 5,000 N $1.25 5,001 to 15,000
1.5 15,001 to 25,000
1.75 25,001 to 35,000
2.25 Over 35,000
WASTEWATER: $13.00 Y
SURCHARGCE: $0.95 per 1,000 gallons of water used. — WHCRWA surface water fees.*

District employs winter averaging for wastewater usage: Yes __ No X

Total charges per 10,000 gallons usage: Water: $14.25

Wastewater:

*Increases to $1.25 per 1,000 galions of water used effective January 1, 2010,

See accompanying independent auditor’s report.

$13.00

Surcharge: $9.50
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HARRIS COUNTY MUNICIPAL UTILITY DISTRICT NO. 61

SCHEPULE OF SERVICES AND RATES (Continued)

OCTOBER 31, 2009

b. Water and Wastewater Retail Connections (unaudited):

Total Active ESFC*

Meter Size Connections Connections Factor
Unmetered 0 0 1 0
< or = 3/4" 565 564 1 564
1" 1 1 2.5 3
1-1/2" 3 3 5 15
2" 9 9 8 72
3" 0 0 15 0
4" 0 0 25 0
6" 1 1 50 50
8" 0 0 80 0]
10" 0 0 115 0
Total Water 579 578 704
Total Wastewater 573 572 1 572

*Single family equivalents

Total Water Consumption during the Fiscal Year (rounded to thousands):

Gallons pumped into system (unaudited): 144,013
Gallons billed to No. 61 customers (unaudited): 102,491
Galions billed to No. 62 customers (unaudited): 34,429
Total gallons billed to customers (unaudited): 136,920

Water Accountability Ratio
(Gallons bilied/ gallons pumped}): 95%

Standby Fees (authorized only under TWC Section 49.231):
Does the District have Debt Service standby fees? Yes _ No X

If yes, date of the most recent Commission Order:

Does the District have Operation and Maintenance standby fees? Yes _ No X

If yes, date of the most recent Commission Order:

See accompanying independent auditor’s report.
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HARRIS COUNTY MUNICIPAL UTILITY DISTRICT NO. 61

EXPENDITURES

FOR THE YEAR ENDED OCTOBER 31, 2009

Special Debt Capital Totals
General Revenue Service Projects {Memorandum
Fund Fund Fund Fund Only)
CURRENT
Purchased services:
Water $ 225510 3 $ $ $ 225510
Sewer 96,151 96,151
321,661 0 0 0 321,661
Professional fees:
Auditing 8,950 950 9,900
Legal 95,410 366 2,697 98,473
Engineering 93,106 10,974 104,079
197,465 12,290 2,697 0 212,452
Contracted services:
Bookkeeping 10,475 3,725 14,200
Operation and billing 14,016 8,252 22,268
Tax assessor-collector 10,852 10,852
Central appraisal district 4,825 4,825
24,491 11,977 15,677 0 52,145
Utilities 5,347 71,954 0 0 77,301
Surface water pumpage fees 0 133,548 0 0 133,548
Repairs and maintenance 96,675 55,295 0 0 151,970
Other operating expenditures:
Chemicals 12,634 12,634
Laboratory costs 1,313 1,313
TCEQ assessment 1,239 1,239
2,552 12,634 0 0 15,186
Administrative expenditures:
Director's fees 11,700 11,700
Office supplies and postage 13,944 518 14,462
Insurance 6,015 4,019 50 10,084
Permit fees 633 833
Other 4,251 9,064 13,315
36,543 4,537 9,114 0 50,194
CAPITAL OUTLAY
Authorized expenditures 13,007 10,135 23,142
Tap connection costs 8,947 8,947
21,954 0 0 10,135 32,089
DEBT SERVICE
Principal retirement 0 0 215,000 0 215,000
Interest and fees:
interest 127,163 127,163
Paying agent fees 1,348 1,348
8] 0 128,511 0 128,571
TOTAL EXPENDITURES $ 706,688 $ 302,235 § 370,999 $ 10,135 $ 1,390,057

See accompanying independent auditor's report.
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HARRIS COUNTY MUNICIPAL UTILITY DISTRICT NO. 61

ANALYSIS OF CHANGES IN DEPOSITS
ALL GOVERNMENTAL FUND TYPES

FOR THE YEAR ENDED OCTOBER 31, 2009

Special Debt Capital Totals
General Revenue Service Projects (Memorandum
Fund Fund Fund Fund Only)
SOURCES OF DEPOSITS
Cash receipts from revenues
excluding maintenance taxes $ 468,414 § 244,399 3§ 444,087 $ 3,694 $ 1,160,594
Maintenancs tax collections 147,047 147,047
Maintenance tax transfers 132,457 132,457
Increase in customer and builder deposits 2,260 2,260
Principal repayment from
surface water capital contribution 8,025 8,025
Overpayments from taxpayers 9.686 9.686
TOTAL DEPOSITS PROVIDED 611,156 244,399 600,820 3.694 1,460,069
APPLICATIONS OF DEPOSITS
Cash disbursements for:
Current expenditures 687,835 272,862 960,697
Capital outlay 21,954 27,938 10,135 60,027
Debt service 343,511 343,511
Maintenance tax transfers 132,457 132,457
Refund of taxpayer overpayments 9.865 9.865
TOTAL DEPOSITS APPLIED 709,789 272,862 513,771 10,135 1.506.557
INCREASE (DECREASE) IN DEPOSITS (98,633) (28,463) 87,049 (6,441) (46,488)
DEPOSITS BALANCES, BEGINNING OF YEAR 508.092 29.916 254,961 456,874 1.249.843
DEPOSITS BALANCES, END OF YEAR $ 409459 § 1,453 $ 342,010 $ 450,433 $ 1,203,355

See accompanying independent auditor’s report.



DEBT SERVICE FUND
Certificates of Deposit
No. 207175

No. 3300348161
No. 9169186

Total — All Funds

HARRIS COUNTY MUNICIPAL UTILITY DISTRICT NO. 61

SCHEDULE OF CERTIFICATES OF DEPOSIT

OCTOBER 31, 2009

29

Accrued
Interest Maturity Year End Interest
Rate Date Balance Receivable

1.54% 2/19/10 $ 120,000 410
1.50% 2/19/10 95,000 265
2.00% 2/22/10 100,000 373
$ 315,000 1,048
$ 315,000 1,048

See accompanying independent auditor’s report.




HARRIS COUNTY MUNICIPAL UTILITY DISTRICT NO. 61

TAXES LEVIED AND BRECEIVABLE

FOR THE YEAR ENDED OCTOBER 31, 2009

Debt
Maintenance Service
Taxes Taxes

RECEIVABLE, BEGINNING OF YEAR 3 128,534 $ 377,149

Additions and corrections to prior year taxes 21,020 61,623

Adjusted receivable, beginning of year 149,554 438,772

2009 ADJUSTED TAX ROLL 144,385 423,529

Total to be accounted for 293,939 862,301

Tax collections: Current tax year 0 0

Prior tax years (147,047) (431,337)

RECEIVABLE, END OF YEAR 3 146,892 $ 430,964
RECEIVABLE, BY YEARS

2002 $ 7 $ 25

2003 3 14

2004 0 0

2005 78 301

2006 157 459

2007 545 1,600

2008 1,717 5,036

2009 144,385 423,529

RECEIVABLE, END OF YEAR $ 146,892 $ 430,964

Fiscal year 2009 General Fund property tax revenue of $147,047 under the modified accrual basis of
accounting is comprised of prior tax year collections of $147,047 during fiscal year 2009.

Fiscal year 2009 Debt Service Fund property tax revenue of $431,337 under the modified accrual basis of
accounting is comprised of prior tax year coliections of $431,337 during fiscal year 2009.

See accompanying independent auditor’s report.



HARRIS COUNTY MUNICIPAL UTILITY DISTRICT NO. 61

TAXES LEVIED AND RECEIVABLE (Continued)

FOR THE YEAR ENDED OCTOBER 31, 2009

ADJUSTED PROPERTY VALUATIONS
AS OF JANUARY 1 OF TAX YEAR

Land
Improvements
Personal property
Less exemptions

TOTAL PROPERTY VALUATIONS

TAX RATES PER $100 VALUATION

Debt service tax rates
Maintenance tax rates”

TOTAL TAX RATES PER
$100 VALUATION

TAX ROLLS

PERCENT OF TAXES COLLECTED
TO TAXES LEVIED

31

2009*** 2008 2007 2006
$ 31,317,106 $ 34,014,642 $ 24,503,964 $ 23,709,506
78,212,678 78,662,306 78,319,009 75,984,208
1,929,757 3,651,051 3,812,989 3,600,304
(15,202,458) (18,102,760) (18,441,078) (10,098,288)
$ 96,257,083 $ 98,225239 $ 88,194,884 $ 93,195,730
$ 044000 $ 044000 $  0.44000 $  0.44000
0.15000 0.15000 0.15000 0.15000
$ 059000 $ 059000 $ 059000 $  0.59000
$ 567914 $ 579523 $ 520,344 $ 549,671

0.0%** 98.8 %* 99.6 % 99.9 %

*Maximum tax rate approved by voters on April 6, 1974: $0.15

**The District's taxes are usually levied in the fall and are not delinquent until after the following January 31.

***Approximately $11,200,000 remained uncertified at October 31, 2009.

See accompanying independent auditor’s report.



HARRIS COUNTY MUNICIPAL UTHLITY DISTRICT NO. 61

LONG-TERM BONDED DEBT SERVICE REQUIREMENTS, BY YEARS

OCTOBER 31, 2009

Series 2000
Due During Principal Interest Due
Fiscal Years Due March 1,

Ending October 31 March 1 September 1 Total
2010 $ 140,000 $ 75,273 $ 215,273
2011 140,000 68,272 208,272
2012 140,000 61,273 201,273
2013 140,000 54272 194,272
2014 140,000 47,238 187,238
2015 140,000 40,133 180,133
2016 140,000 32,922 172,922
2017 140,000 25,608 165,608
2018 140,000 18,222 158,222
2019 135,000 10,901 145,901
2020 135,000 3,645 138,645

TOTALS $ 1,530,000 $ 437,759 $ 1,967,759
Series 2003
Due During Principal interest Due
Fiscal Years Due March 1,

Ending October 31 September 1 September 1 Total
2010 $ 70,000 $ 42,490 $ 112,490
2011 70,000 40,145 110,145
2012 70,000 37,880 107,660
2013 70,000 35,070 105,070
2014 70,000 32,410 102,410
2015 70,000 29,680 99,680
2016 70,000 26,880 96,880
2017 70,000 24,080 94,080
2018 70,000 21,280 91,280
2019 70,000 18,340 88,340
2020 70,000 15,400 85,400
2021 70,000 12,425 82,425
2022 70,000 9,450 79,450
2023 70,000 6,300 76,300
2024 70,000 3,150 73,150

TOTALS $ 1,050,000 $ 354,760 $ 1,404,760

See accompanying independent auditor’s report.



HARRIS COUNTY MUNICIPAL UTILITY DISTRICT NO. 61

LONG-TERM BONDED DEBT SERVICE REQUIREMENTS, BY YEARS (Continued)

Due During
Fiscal Years
Ending October 31

2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024

TOTALS

OCTOBER 31, 2009

Annual Requirements for All Series

Total
Principal
Due

$ 210,000
210,000
210,000
210,000
210,000
210,000
210,000
210,000
210,000
205,000
205,000

70,000
70,000
70,000
70,000

$__2580,000

Total
Interest
Due

$ 117,763
108,417
98,933
89,342
79,648
69,813
59,802
49,688
39,502
29,241
19,045
12,425
9,450
6,300
3,150

$ 792,519

See accompanying independent auditor’s report.

Total

3 327,763
318,417
308,933
299,342
289,648
279,813
269,802
259,688
249,502
234,241
224,045

82,425
79,450
76,300

73,150

$ 3372519
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HARRIS COUNTY MUNICIPAL UTILITY DISTRICT NO. 61

ANALYSIS OF CHANGES IN GENERAL LONG-TERM BONDED DEBT
FOR THE YEAR ENDED OCTOBER 31, 2009
1) (2) Totals
Bond Series: 2000 2003
Interest Rate: 5.00% to 3.35% to
5.40% 4.50%
Dates Interest Payable: March 1/ March 1/
September 1 September 1
Maturity Dates: March 1, March 1,
2010/2020 2010/2024
Bonds Qutstanding at
Beginning of Current Year $ 1,670,000 $ 1,125,000 $ 2,795,000
Less Retirements (140,000) (75,000) (215,000)
Bonds Ouistanding at
End of Current Year $ 1,530,000 $ 1,050,000 $ 2,580,000
Current Year Interest Paid $ 82,273 $ 44,890 $ 127,163

Bond Descriptions and Original Amount of Issue

(1) Harris County Municipal Utility District No. 61 Waterworks and Sewer System Combination Uniimited

Tax and Revenue Bonds, Series 2000 ($1,950,000)

(2) Harris County Municipal Utility District No. 61 Waterworks and Sewer System Co
Tax and Revenue Bonds, Series 2003 ($1,275,000)

Paving Agent/Registrar

(1) The Bank of New York Mellon Trust Company, N.A., Dallas, Texas

(2) Wells Fargo Bank Texas, N.A., Houston, Texas

mbination Unlimited

Bond Autherity Tax Bonds Other Bonds Refunding Bonds
Amount Authorized by Voters: $47,000,000 $0 $12,000,000
Amount Issued: 7,685,000 3,100,000
Remaining to be Issued: 39,315,000 8,900,000
Net Debt Service Fund deposits and investments balances as of October 31, 2009: $343,409
Average annual debt service payment for remaining term of all debt: 224,834

See accompanying independent auditor’s report.



HARRIS COUNTY MUNICIPAL UTILITY DISTRICT NO. 61

COMPARATIVE STATEMENTS OF REVENUES AND EXPENDITURES,
GENERAL FUND

FOR YEARS ENDED DECEMBER 31

AMOUNT* PERCENT OF TOTAL REVENUES
2009 2008 2007 2006 2005 2009 2008 2007 2006 2005
REVENUES
Propetty taxes $ 147,047 $ 123,521 $ 153,547 $ 121,280 $ 116,815 243 % 22.7 % 277 % 23 % 257 %
Walter service 171,626 145,863 122,015 147,690 157,430 28.3 26.8 22.0 28.1 346
Sewer service 98,700 94,624 96,432 93,248 96,419 16.2 17.3 174 17.7 21.2
Surface water fees 95,412 75,957 52,612 57,789 48,272 15.7 13.9 9.5 11.0 10.6
Penalty 6,814 6,039 15,681 21,637 15,671 1.1 1.1 2.8 4.1 3.4
Tap connection and inspection fees 21,572 0 900 280 310 3.5 0.0 Q.3 01 0.1
Lease ravenue 21,143 21,106 39,124 46,590 0 35 3.9 71 8.9 0.0
Sales and Use Taxes 14,055 39,578 57,718 24,630 14,976 2.3 7.3 10.4 4.7 3.3
Interest on prepaid surface water capital contribution 16,023 16,386 2.6 3.0
Interest on deposits 6,247 11,863 15,440 13,174 4,840 1.0 2.2 2.8 2.4 1.1
Other revenues 9,180 9,848 1.5 1.8
TOTAL REVENUES 607,819 544,785 553,469 526,218 454,733 100.0 100.0 100.0 100.0 100.0
EXPENDITURES
Current:
Purchased services 321,661 288,603 322,691 222,621 196,163 52.9 53.0 58.3 42.3 43.1
Professional fees 197,465 123,309 83,663 59,472 70,157 32.5 22.6 15.1 11.3 154
Contracted services 24,491 23,061 23,446 23,958 22,368 4.0 4.2 4.2 4.6 4.9
Utilities 5,347 3,810 5,496 5,980 3,677 0.9 0.7 1.0 11 0.9
Repairs and maintenance 96,675 46,025 65,823 60,991 46,764 16.0 8.5 11.9 1.6 10.3
Other operating expenditures 2,552 1,902 43,138 46,853 40,644 04 0.3 7.8 8.9 8.9
Administrative expenditures 36,543 41,742 6.0 77
Capital outlay 21,954 4,317 2,626 0 0 3.6 0.8 0.5 0.0 0.0
TOTAL EXPENDITURES 706,688 532,769 546,883 419,875 379,773 116.3 97.8 98.8 79.8 83.5
EXCESS REVENUES (EXPENDITURES) $ (98,869) $ 12,016 $ 6,586 $ 106,343 $ 74,960 (16.3) % 22 % 1.2 % 20.2 % 16.5 %
TOTAL ACTIVE RETAIL WATER CONNECTIONS 578 575 572 570 569
TOTAL ACTIVE RETAIL
WASTEWATER CONNECTIONS 572 571 569 567 569

*Classifications prior to 2008 from 2007 Annual Audit Report.

See accompanying independent auditor’s report. 35



REVENUES

Property taxes
Penalty and interest
Interest on deposits

TOTAL REVENUES
EXPENDITURES

Current:
Professional fees
Contracted services
Other expenditures
Debt service:
Principal retirement
Interest and fees

TOTAL EXPENDITURES

EXCESS REVENUES (EXPENDITURES)

HARRIS COUNTY MUNICIPAL UTILITY DISTRICT NO. 61

COMPARATIVE STATEMENTS OF REVENUES AND EXPENDITURES,

DEBT SERVICE FUND

FOR YEARS ENDED DECEMBER 31

AMOUNT PERCENT OF TOTAL REVENUES
2009 2008 2007 2006 2005 2009 2008 2007 2006 2005
$ 431337  $ 363359 $ 456509  $ 467,121  $ 504,235 97.1 % 95.7 % 92.3 % 95.5 % 96.1 %
6,183 5613 25,252 14,926 11,170 1.4 1.5 5.1 3.1 2.1
6,888 10,559 12,877 7,240 9,071 1.5 28 26 1.5 1.8
444,408 379,531 494,638 489,287 524,476 100.0 100.0 100.0 100, 1 100.0
2,697 1,908 8,815 5,568 2,902 06 05 1.7 1.1 06
15,677 16,763 15,167 15,438 15,462 3.5 4.4 3.1 3.2 2.8
9,114 10,863 4,404 7,109 2,904 2.1 2.9 0.9 15 06
215,000 215,000 215,000 340,000 320,000 484 56.7 435 69.5 61.0
128,511 137,942 147,194 161,832 181,008 28.9 36.3 29.8 33.1 34.5
370,999 382,476 390,580 509,947 522,076 83.5 100.8 79.0 108.4 99.5
$ 73400 5 (2045) § 104058 $ (40860) 0§ 2200 16.5 % (0.8) % 21 % (8.3) % 0.5 %
See accompanying independent auditor’s report. 36



HARRIS COUNTY MUNICIPAL UTILITY DISTRICT NO. 61

BOARD MEMBERS, KEY PERSONNEL AND CONSULTANTS

OCTOBER 31, 2009

Complete District Mailing Address:  Harris County Municipal Utility District No. 61
c/o Marks Richardson PC
3700 Buffalo Speedway, Suite 830
Houston, Texas 77098

District Business Telephone No.: 713-942-9922

Submission date of the most recent District Registration Form: June 19, 2008

Limit on Fees of Office that a Director may receive during a fiscal year: $7,200

BOARD MEMBERS

Term of
Office Fees of

(Elected/ Office Expense Title at
Name and Address Appointed)_ Paid Reimb. Year End
Dennis A. Gorden
c/o Marks Richardson PC Elected
3700 Buffalo Speedway, Suite 830  5/13/06-
Houston, Texas 77098 5/08/10 $ 2,700 $ 627 President
Joseph B. OmowskKi
c/o Marks Richardson PC Elected
3700 Buffalo Speedway, Suite 830  5/13/06- Vice
Houston, Texas 77098 5/08/10 3,150 306 President
R. D. Sherrill
c/o Marks Richardson PC Elected
3700 Buffalo Speedway, Suite 830  5/10/08
Houston, Texas 77098 5/12/12 2,700 272 Secretary
Richard Erbert
c/o Marks Richardson PC Appointed
3700 Buffalo Speedway, Suite 830  6/11/09 Assistant
Houston, Texas 77098 b5/12/12 750 138 Secretary
W. R. Lusby
¢/o Marks Richardson PC Appointed
3700 Buffalo Speedway, Suite 830  9/08/09
Houston, Texas 77098 5/12/12 150 0 Director

See accompanying independent auditor’s report.



HARRIS COUNTY MUNICIPAL UTILITY DISTRICT NO. 61

BOARD MEMBERS, KEY PERSONNEL AND CONSULTANTS (Continued)

OCTOBER 31, 2009

38

CONSULTANTS
Date Fees and Expense Title at
Name and Address Hired Reimbursements Year End
David M. Marks, P.C.
3700 Buffalo Speedway, Suite 830
Houston, Texas 77098 1/9/03 $ 95776 Attorney
Perdue, Brandon, Fielder,

Collins & Mott, L.L.P. Delinquent
1235 N. Loop West, Suite 600 Tax
Houston, Texas 77008 2/13/97 2,697 Attorney
Myrtle Cruz, Inc.

1621 Milam, Third Floor Prior to
Houston, Texas 77002 11/1/83 15,990 Bookkeeper
Beulah Kelly
1621 Milam, Third Fioor Investment
Houston, Texas 77002 3/9/00 0 Officer
Hays Utility South Corporation
P.O. Box 1209
Spring, Texas 77383 12/4/03 166,842 Operator
A&S Engineers, Inc.
10377 Steila Link Road
Houston, Texas 77025 6/16/99 117,085 Engineer
Cathy Wheeler Tax
6935 Barney Road, Suite 110 Assessor-
Houston, Texas 77092 3/9/06 15,015 Collector
Harris County

Appraisal District Central
P.O. Box 200275 Legislative Appraisal
Houston, Texas 77292 Action 4,825 District
First Southwest Company
1021 Main Street, Suite 2200 Financial
Houston, Texas 77002 2/1/96 0] Advisor
Mark L. Roth
4915 S. Main, Suite 114 independent
Stafford, Texas 77477 8/14/08 9,900 Auditor

See accompanying independent auditor’s report.
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