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Members of the Board of Education and
Citizens of the Houston Independent School District: 

The Comprehensive Annual Financial Report of the Houston Independent School District (the “District” 
or “HISD”) for the fiscal year ended June 30, 2014, is submitted herewith. The Comprehensive Annual 
Financial Report is management’s report of financial operations to the Board of Education (the “Board”), 
taxpayers, grantor agencies, employees, the Texas Education Agency, and other interested parties. The 
government-wide financial statements in this report provide an overview of the District’s governmental 
and business-type activities, as well as its non-fiduciary blended component units.  The detailed fund 
financial statements describe specific activities of each fund used in accounting for the District’s financial 
transactions. This report was prepared by the District’s Office of Finance in accordance with generally 
accepted accounting principles and reporting standards as promulgated by the Governmental Accounting 
Standards Board (“GASB”). 

Responsibility for the accuracy and completeness of the financial statements and fairness of the 
presentation, including all disclosures, rests with the District.  We believe that the data, as presented, is 
accurate in all material respects; that information is presented in a manner designed to set forth fairly the 
financial position and results of operations of the District as measured by the financial activity of its various 
funds; and that all disclosures necessary to enable the reader to gain the maximum understanding of the 
District’s financial activities have been included. 

Generally accepted accounting principles (“GAAP”) require that management provide a narrative 
introduction, overview, and analysis to accompany the basic financial statements in the form of 
Management’s Discussion and Analysis (“MD&A”).  This letter of transmittal is designed to complement the 
MD&A and should be read in conjunction with it.  The District’s MD&A can be found immediately following 
the report of the independent auditors.

DISTRICT PROFILE

The District was created and incorporated by an act of the Thirty-Eighth Legislature of the State of Texas 
in 1923.  As an independent school district, a nine-member board of trustees elected from single-member 
districts constitutes the governing body.  Based on legislative authority codified in the Texas Education 
Code, the trustees (1) have exclusive power and duty to govern and oversee the District; (2) can acquire 
and hold real and personal property, sue and be sued, and hold all rights and titles to school property; 
(3) shall have power to levy and collect taxes and to issue bonds; (4) can contract for appointed officers, 
teachers, and other personnel as well as for goods and services; and (5) have the right of eminent domain 
to acquire real property.

The District, with over 210,000 students and encompassing 333 square miles within greater Houston, is the 
seventh-largest public school system in the nation and the largest in Texas.  HISD is an ethnically diverse 
district. Recent statistics indicate a student population that is 61.9 percent Hispanic, 25.2 percent African-
American, 8.2 percent White and 3.5 percent Asian. About 100 different languages are spoken by students 
throughout the District and over 62,000 students are English language learners. 
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The District has 283 schools, including 9 early childhood centers, 146 elementary schools, 40 middle 
schools, 46 high schools and 42 combined/other.  A list of school buildings with year of construction can 
be found in the Statistical Data Section.

As required by GAAP, the financial statements of the reporting entity include those of the District (the 
primary government) and its component units in conformity with GASB Statement No. 14, The Financial 
Reporting Entity.

In accordance with GASB Statement No. 14, a financial reporting entity consists of the primary government 
and its component units.  Component units are legally separate organizations for which the elected officials 
of the District are financially accountable, or for which the relationship to the District is such that exclusion 
would cause the District’s financial statements to be misleading or incomplete.  The District’s blended 
component unit, although a legally separate entity, is in substance part of the District’s operations, and 
data from this entity is combined with data of the primary government.

The criteria used to determine whether an organization is a component unit of the District includes financial 
accountability of the District for the component unit, appointment of a voting majority, ability to impose the 
District’s will on the component unit, and whether there is a financial benefit or burden to the District.

For financial reporting purposes, the Houston Independent School District Public Facility Corporation 
(“Public Facility Corporation”) is included in the operations and activities of the District because of the 
fiscal dependency criteria outlined in GASB Statement No. 14.  

Organizational Philosophy

The core ideology of the Houston Independent School District outlines the direction of the District and the 
expectation held for all employees.  Our purpose defines what we are, our core values define who we are, 
and our strategic intent and goals define how we intend to achieve our purpose.  Simply, this philosophy is 
the foundation for the District’s continued success.

Purpose
The Houston Independent School District exists to strengthen the social and economic foundation of 
Houston by assuring its youth the highest quality elementary and secondary education available anywhere.

Strategic Intent
To earn so much respect from the citizens of Houston that HISD becomes their K–12 educational system 
of choice.

Core Values
	 •	 Safety Above All Else
		  Safety takes precedence over all else. A safe environment must be provided for every student 		
		  and employee.

	 •	 Student Learning Is the Main Thing
		  All decisions and actions, at any level, focus on and support “the main thing”: effective student 		
		  learning.
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	 •	 Focus on Results and Excellence
		  Each employee focuses on results and excellence in individual and organizational efforts.

	 •	 Parents Are Partners
		  Parents are valued partners in the educational process, serving as the child’s teacher in the 	
		  home.  All school and district activities will give proper consideration to the involvement of 	
		  parents.

	 •	 Common Decency
		  All members of the organization, both students and employees, deserve and must receive 	
		  respectful and courteous treatment.

	 •	 Human Capital
		  Through recruitment, retention, dismissal and professional development programs, the district 	
		  will work to make sure students are served by the top talent available, from teachers to 		
		  superintendents.

ECONOMIC CONDITION AND OUTLOOK

Houston, the fourth largest and most diverse city in the United 
States, is a dynamic world-class city. Houston is a leader in 
numerous industries, including manufacturing, healthcare 
services, engineering, and oil and gas. In addition to great 
businesses, you’ll find professional sports, first-class 
museums and theatre, and an exquisite restaurant scene. 
Houston is known for oil, NASA, urban sprawl and business-
friendly policies. Forbes’ recently named the Bayou City the 
4th Most Coolest City in America and ranked Houston No. 
15 on the list of best big cities with business and career 
growth jobs as the city hummed through the recession and 
enjoyed job growth while ranking No.1 for manufacturing job 

opportunities. As of September 2014, the Department of Commerce ranked Houston the No.1 metro area 
for product exports. The University Business Incubator (UBI) Index, named Houston’s Rice University as 
the Top Global University Business Incubator in June 2014.

Employment in the Houston-Sugar Land-Baytown Metro- 
politan Statistical Area stood at 2,886,500 in June 2014, 
up 87,500 from one year earlier per the U.S. Bureau of 
Labor Statistics. The same report noted that among the 12 
largest metropolitan areas in the country, Houston ranked 
second in the rate of job growth and third in the number of 
jobs added.

Houston is no longer a one-industry city. Though energy 
is the dominant force in the area and oil directed drilling 
has returned to normal levels, international trade, 
transportation, education and health care play critical roles 
in the city’s economy.
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International City
Houston is truly an international city.  More than one-fifth of all residents are foreign born. International 
migration represents approximately one-fourth of the region’s total population growth over the past decade.  
Houston has 92 consulates, the third largest in the nation.   The city leads the Southwest with 20 foreign 
banks from nine nations.  The Port of Houston, a 25-mile-long complex of private and public facilities, is 
consistently ranked first in U.S. imports and handles 65% of all major U.S. project cargo.

Transportation
The Houston Airport System (“HAS”) is comprised of three airports:  Bush Intercontinental Airport, Hobby 
Airport and Ellington Airport.  HAS supports over 234,000 regional jobs and contributes over $27 billion to 
the local economy. In 2014, HAS served over 51.9 million passengers. The Metropolitan Transit Authority 
of Harris County (“METRO”) operates a bus and light rail system. For the period, July 2013 to June 2014, 
METRO had a weekday average ridership of 277,379.

Education and Health Services
According to the Bureau of Labor Statistics, Houston’s Super Sectors, education and health services, 
added 12,500 jobs between June 2013 and June 2014. This is an increase of 3.7% and higher than the 
national increase average of 1.9%. 

The Texas Medical Center (“TMC”) represents one of Houston’s major economic drivers and core industries 
with an estimated regional annual economic impact of $14 billion. The TMC is also one of Houston’s largest 
employers with 106,000 employees. 

The internationally renowned, 1,345-
acre TMC is the world’s largest medical 
center complex with 52 member 
institutions, including leading medical, 
academic and research institutions. 
Member institutions include 21 hospitals, 
13 support organizations, eight 
academic and research institutions, six 
nursing programs, three public health 
organizations, three medical schools, two 
universities, two pharmacy schools and 
a dental school.  TMC’s The University 
of Texas M.D. Anderson Cancer 
Center continues to be ranked as one  
of the nation’s top two cancer centers in 
U.S. News and World Reports’ annual 
rankings of the best hospitals for cancer 
care.

Summary
Houston’s strategic location and core strengths, including an expanding energy sector, very strong exports 
and imports, cutting-edge medical advancements, and technology breakthroughs across industries, 
uniquely position the city to play a vital role in meeting national and global market demands.  At a time of 
unprecedented geopolitical demographic shifts affecting markets worldwide, Houston stands as a leader 
among U. S. cities of the 21st century.
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Accounting Systems and Budgetary Control

The diverse nature of the District’s operations and the necessity of legal compliance preclude recording 
the financial transactions of the District in a single fund.  The District’s accounting system is organized and 
operated on a “fund basis.”  Each fund is a distinct, self-balancing accounting entity.  The various funds are 
fully described in Note 1 of the “Notes to the Basic Financial Statements.” 

In developing, evaluating, and improving the District’s accounting system, consideration is given to the 
adequacy of the internal control structure. Internal controls are designed to provide management with 
reasonable, but not absolute, assurance that assets are safeguarded against loss from unauthorized use 
or disposition and those transactions are executed in accordance with management’s authorization and 
recorded properly to permit the preparation of financial statements in accordance with GAAP. The concept 
of reasonable assurance recognizes that the cost of a control should not exceed the benefits likely to be 
derived, and the evaluation of costs and benefits requires estimates and judgments by management. 

All internal control evaluations occur within the above-mentioned framework.  We believe the District’s 
internal control structure adequately safeguards assets and provides reasonable assurance of the proper 
recording of financial transactions. 

As a recipient of federal, state, and local grants, the District is also responsible for an adequate internal 
control structure that ensures compliance with applicable laws and regulations related to these grants.  
All funded grants are subject to testing as part of the District’s Single Audit as mandated by the Office 
of Management and Budget (“OMB”) Circular A-133.  The internal control structure is subject to periodic 
reviews by management. 

As a part of the District’s Single Audit, tests are conducted to determine the adequacy of the internal 
control structure as related to federal award programs as well as compliance with applicable laws and 
regulations. The major results of the District’s Single Audit for the fiscal year ended June 30, 2014, reported 
no instances of material weaknesses in the internal control structure over federal awards.

The District’s financial system allows work-location supervisors access to a variety of business and financial 
reports on a real-time basis.  All reports show summaries and details for transactions. 

The District utilizes a line-item budget of proposed expenditures and the means of financing them. The 
emphasis of the budget process is to identify the activities requiring resources and to rank those activities 
according to the needs of the entire District.  Budgetary control is maintained at the function level by 
organizational unit through the encumbrance of estimated purchase amounts and other expenditures prior 
to the execution of contracts, approval of personnel transactions, or release of purchase orders to vendors.  
Those obligations which would result in an overrun of appropriated funds are not released until additional 
appropriations are made available.  
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Capital Projects Funding

The Capital Renovation Fund was created to account for the District’s capital projects and includes the 
2007 and 2012 bond programs. 

In November 2012, Houston voters by a margin of nearly 2 to 1 
approved a $1.89 billion bond referendum to replace and repair 
40 schools, including 29 high schools. In addition, the bond 
program includes funds that will benefit students across the 
District including funding for technology upgrades, replacement 
of regional field houses, athletics facilities improvements, 
middle school restroom renovations, and safety and security 
upgrades. 

The majority of the 2007 program is provided by $805 million in bond referendum funds approved by voters 
in November 2007.  As of June 30, 2014, 136 of the approximately 180 projects were complete with 90% 
of the funds committed.

The Public Facility Corporation (“PFC”) was established to issue bonds to provide for the acquisition of 
and placement in service of educational facilities in accordance with the Public Facility Corporation Act.  In 
May 2010, the PFC issued bonds to fund construction of four new schools.  For the fiscal year ended June 
30, 2014, facilities acquisition and construction expenditures for the Capital Renovation Fund and the PFC 
amounted to $175,731,223.

Long-term Financial Planning

The District is subject to a target revenue formula for school district funding. Under the target revenue 
methodology, the District’s maintenance and operations revenue from property taxes and state aid is 
capped. As collections from property taxes increase, state aid is reduced by the same amount. The District 
is challenged with providing salary increases and other inflationary fixed costs within a capped budget. 
Therefore, the District is constantly adjusting future projections as costs in the market shift and as changes 
are proposed or adopted by the Texas Legislature.

Milby High School Rendering Dogan Elementary School
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Major Initiatives

The Houston Independent School District’s Declaration of Beliefs and Visions has been the District’s 
roadmap to success for two decades. A statement of HISD’s instructional and operational philosophy, 
Beliefs and Visions has guided the district to ever-higher levels of student achievement and financial 
stability. Included are the following five core initiatives that have enabled the transformation of HISD.

Effective Teacher in Every Classroom
To be the best school system in the country, HISD works to ensure that every student learns from effective 
teachers.  This means bringing the most talented teachers to HISD, giving the teachers the support they 
need to be successful, and retaining teachers who excel in the classroom.  The District continues to build 
a new HISD that helps teachers reach their full potential and meet their professional goals with useful 
appraisals, individualized support, new career pathways, and smart, focused recruitment and selection. 
The new HISD focuses on what matters most: ensuring that every student is learning and growing.

Effective Principal in Every School
To ensure principals are empowered instructional leaders with clear expectations, the District focuses 
on key strategies to 1) design and implement a rigorous, fair principal appraisal system; 2) create clear 
standards and recommended practices to guide decision making; 3) institute stronger principal recruiting 
practices; 4) implement a more robust instructional leadership development program; and 5) develop 
standards and support for safe, secure, and healthy school environments.

Rigorous Instructional Standards and Supports
While the District maintains our decentralized model and continues to be a district of choice, HISD has 
established a common rigorous instructional foundation across all schools with established, specific 
approaches for addressing under performance so that every student has the support required to achieve 
and meet the requirements for college and career success. 

Data-Driven Accountability
The strategic use of data to track and monitor performance and hold leadership accountable is critical to 
the District’s success.The District is investing in new and more robust technology infrastructure, systems, 
and processes to address and enable HISD to use key data to inform its decisions and manage high levels 
of performance districtwide.  

Culture of Trust Through Action
A powerful sense of community and a shared direction among all stakeholders is crucial to the successful 
transformation of HISD.  Therefore, throughout the process of developing a plan of transformation, the 
District moved toward a communications approach that is more interactive and transparent and better 
takes advantage of new technology.  In order for HISD to create a culture of trust through action, the District 
fosters effective, timely, two-way internal and external communication to engage staff members, parents 
and community members.  The District uses meaningful engagement and increased communication with 
parents and key stakeholders from the business, philanthropic, religious, and greater community through 
use of public surveys, public meetings, town hall forums, televised call-in programs, and online feedback.

2013 Broad Prize for Urban Education
Houston ISD was named the nation’s first two-time winner of the prestigious Broad Prize for Urban 
Education, which recognizes each year the public school system that has demonstrated the greatest 
overall performance and improvement in student achievement while reducing achievement gaps among 
poor and minority students. HISD won the first Broad Prize awarded in 2002.
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Independent Audit

The Texas Education Code Section 44.008 requires an annual audit of the accounts, financial records, and 
transactions of the District by independent certified public accountants selected by the Board.  The District 
is in compliance and the independent auditors’ report has been included in this report. 

AWARDS AND ACKNOWLEDGMENTS

Perhaps no responsibility is as great as that of educating our youth, and all of our efforts lead back to  
the classroom. Given that the District’s academic advancements are dependent upon its fiscal successes,  
it is imperative that HISD continue to improve upon its reporting proficiencies.The following text cites  
awards received by the District for financial reporting excellence and the related acknowledgments in this 
regard.  

GFOA Certificate of Achievement

The Government Finance Officers Association of the United States and Canada (“GFOA”) awarded a 
Certificate of Achievement for Excellence in Financial Reporting to the District for its Comprehensive 
Annual Financial Report for the fiscal year ended June 30, 2013.  This was the 41st consecutive year that 
the District has achieved this prestigious award.  In order to be awarded a Certificate of Achievement, a 
District must publish an easily readable and efficiently organized comprehensive annual financial report.  
This report must satisfy both generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only.  We believe that our current comprehensive 
annual financial report continues to meet the Certificate of Achievement Program’s requirements and we 
are submitting it to the GFOA to determine its eligibility for another certificate.

ASBO Certificate of Excellence

The District received the Association of School Business Officials’ (“ASBO”) Certificate of Excellence in 
Financial Reporting for the fiscal year ended June 30, 2013.  The District has received this award for 35 
consecutive years.  This award certifies that the Comprehensive Annual Financial Report substantially 
conforms to the principles and standards of financial reporting as recommended and adopted by the ASBO.
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Independent Auditors’ Report  
 

The Board of Education 
Houston Independent School District: 

 
Report on the Financial Statements  
We have audited the accompanying financial statements of the governmental activities, the business-
type  activities,  each  major  fund,  and  the  aggregate  remaining  fund  information  of  the  Houston 
Independent  School District  (the  “District”),  as  of  and  for  the  year  ended  June  30,  2014,  and  the 
related  notes  to  the  financial  statements, which  collectively  comprise  the District’s  basic  financial 
statements as listed in the table of contents.  
 
Management’s Responsibility for the Financial Statements  
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance  with  accounting  principles  generally  accepted  in  the  United  States  of  America;  this 
includes the design, implementation, and maintenance of internal control relevant to the preparation 
and fair presentation of financial statements that are free from material misstatement, whether due to 
fraud or error.  
 
Auditor’s Responsibility  
Our  responsibility  is  to  express  opinions  on  these  financial  statements  based  on  our  audit.  We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America  and  the  standards  applicable  to  financial  audits  contained  in  Government  Auditing 
Standards, issued by the Comptroller General of the United States. Those standards require that we 
plan and perform the audit to obtain reasonable assurance about whether the financial statements are 
free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 
in the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s 
preparation and fair presentation of the financial statements in order to design audit procedures that 
are  appropriate  in  the  circumstances,  but  not  for  the  purpose  of  expressing  an  opinion  on  the 
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also 
includes  evaluating  the  appropriateness  of  accounting  policies  used  and  the  reasonableness  of 
significant accounting estimates made by management, as well as evaluating the overall presentation 
of the financial statements. 
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USA 
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Fax: +1 713 982 2001 
www.deloitte.com 

Member of 
Deloitte Touche Tohmatsu Limited 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinions. 
 
Opinions 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of  the governmental activities,  the business-type activities, each major 
fund,  and  the  aggregate  remaining  fund  information  of  the District,  as  of  June  30,  2014,  and  the 
respective changes  in financial position, and where applicable, cash flows thereof for  the year  then 
ended in accordance with accounting principles generally accepted in the United States of America.  
 
Other Matters  
Required Supplementary Information  
 
Accounting  principles  generally  accepted  in  the  United  States  of  America  require  that  the 
Management’s Discussion and Analysis, Schedule of Revenues, Expenditures, and Changes in Fund 
Net Position – Budget and Actual- General Fund, Special Revenue Fund on pages 5–15 and 69-70 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.  
 
Other Information  
Our  audit  was  conducted  for  the  purpose  of  forming  opinions  on  the  financial  statements  that 
collectively  comprise  the  District’s  basic  financial  statements.  The  Introductory  and  Statistical 
Sections and the Other Supplementary Information and Individual and Combining Fund Statements 
are  presented  for  purposes of  additional  analysis  and  are not  a  required part  of  the basic  financial 
statements.  
 
The  Other  Supplementary  Information  and  Individual  and  Combining  Fund  Statements  are  the 
responsibility  of  management  and  were  derived  from  and  relates  directly  to  the  underlying 
accounting  and  other  records  used  to  prepare  the basic  financial  statements.  Such  information  has 
been subjected to  the auditing procedures applied in  the audit of  the basic financial statements and 
certain additional procedures,  including comparing and reconciling such information directly  to  the 
underlying accounting and other records used to prepare the basic financial statements or to the basic 
financial  statements  themselves,  and  other  additional  procedures  in  accordance  with  auditing 
standards  generally  accepted  in  the  United  States  of  America.  In  our  opinion,  the  Other 
Supplementary  Information and Individual and Combining Fund Statements are fairly stated,  in all 
material respects, in relation to the basic financial statements as a whole.  
 
The Introductory and Statistical Section have not been subjected to the auditing procedures applied in 
the audit of the basic financial statements, and accordingly, we do not express an opinion or provide 
any assurance on it.  
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Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated November 
13, 2014 on our consideration of  the District’s  internal control over  financial  reporting and on our 
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements 
and other matters. The purpose of that report is to describe the scope of our testing of internal control 
over financial reporting and compliance and the results of that testing, and not to provide an opinion 
on  internal  control  over  financial  reporting or  on  compliance. That  report  is  an  integral  part  of  an 
audit  performed  in  accordance  with Government  Auditing  Standards  in  considering  the  District’s 
internal control over financial reporting and compliance. 

 

 
November 13, 2014 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 

(Unaudited) 
 

 
 
Our discussion and analysis of Houston Independent School District’s (the “District”) financial performance 
provides an overview of the District’s financial activities for the fiscal year ended June 30, 2014.  It should be 
read in conjunction with the transmittal letter at the front of this report and the basic financial statements which 
follow this section. 
 
The Management’s Discussion and Analysis provides information on both government-wide financial 
statements and fund financial statements.    
 
FINANCIAL HIGHLIGHTS 
 
On the government-wide financial statements, the assets of the District exceeded liabilities by $1.963 billion.  
Of this amount, $749 million is unrestricted.  Total net position of the District increased from $1.801 billion in 
fiscal year 2013 to $1.963 billion in fiscal year 2014, an increase of approximately $162 million.  Total revenues 
increased $269 million from $2.053 billion in fiscal year 2013 to $2.322 billion in fiscal year 2014. 
  
The District’s governmental funds financial statements reported a combined ending fund balance in fiscal year 
2014 of $1.268 billion.  Of this amount, $11 million is nonspendable in the General Fund, $250 million is set 
aside for other purposes in the General Fund, and $279 million is unassigned in the General Fund and is 
available for spending at the District’s discretion.  The combined ending fund balance of the District’s 
governmental funds decreased $120 million from $1.388 billion in fiscal year 2013.  This is due primarily to 
increased expenditures in instruction and plant and maintenance operations. 
 
The District prepared a budget for the 2013-2014 fiscal year that had a decrease of $5.5 million in 
appropriations with offsetting revenues, $80.8 million in increases and $9.1 million in decreases for a net 
increase to appropriations of $66.2 million.  The primary increases included $16.5 million for supplemental 
instructional time and services for low performing schools, $15.3 million for transfers out to debt service related 
to the District’s $.04 penny tax swap, $13.9 million for intervention funding for reading and math failures, and 
$3 million for gasoline for buses.  Some of the major decreases included $4 million for TRS above state 
minimum, $1.5 million in unemployment insurance, $1.3 million for targeted assistance program, and $1.2 
million for workers’ compensation insurance. 
 
During the course of 2013-2014, other amendments were made to the District’s operating budget such as the 
carryovers from 2012-2013 which included: encumbrances of $63.5 million, state ordered annexation of North 
Forest Independent School District (“NFISD”) for $46.6 million, unspent campus funds of $6.9 million, capital 
outlay of $2.4 million, and TRS on behalf of payments of $1.8 million.  Other budget amendments included 
items such as information technology projects for $65.9 million, state incentive funding for annexation of 
NFISD of $35.2 million and digital teaching platform for $6.7 million.  All increases or decreases to the District’s 
budget are presented to the Board of Education for consideration and approval throughout the year. 
 
 
OVERVIEW OF THE FINANCIAL STATEMENTS 
 
This discussion and analysis is intended to serve as an introduction to the District’s basic financial statements.  
The District’s basic financial statements are comprised of three components: 1) government-wide financial 
statements, 2) fund financial statements, and 3) notes to the basic financial statements.  This report also 
contains required supplementary information and other supplementary information in addition to the basic 
financial statements themselves. 
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Government-Wide Financial Statements 
 
All of the District’s services are reported in the government-wide financial statements, including instruction, 
student support services, student transportation, general administration, school leadership, facilities acquisition 
and construction, and food services.  Property taxes, state and federal aid, and investment earnings finance 
most of the activities.  Additionally, all capital and debt financing activities are reported here. 
 
The government-wide financial statements are designed to provide readers a broad overview of the District’s 
finances in a manner similar to a private-sector business. 
 
The statement of net position presents information on all of the District’s assets and liabilities, with the 
difference between the two reported as net position.  Over time, increases or decreases in net position may 
serve as a useful indicator of whether the District’s financial position is improving or deteriorating. 
 
The statement of activities details how the District’s net position changed during the most recent fiscal year.  
All changes in net position are reported as soon as the underlying event giving rise to the change occurs, 
regardless of the timing of related cash flows.  Therefore, revenues and expenses are reported in this 
statement for some items that will only result in cash flows in future fiscal periods (e.g., uncollected taxes and 
earned but unused vacation leave). 
 
Both of the government-wide financial statements distinguish functions of the District that are principally 
supported by taxes and intergovernmental revenues (governmental activities) from business-type activities that 
are intended to recover all or a significant portion of their costs through user fees and charges. 
 
The government-wide financial statements include not only the District itself, but also a legally separate entity 
for which the District is financially accountable.  Financial information for this component unit is reported 
separately in the fund financial statements as a nonmajor governmental fund. 
 
Fund Financial Statements 
 
The District uses fund accounting to keep track of specific sources of funding and spending for particular 
purposes.  The fund financial statements provide more detailed information about the District’s most significant 
funds—not the District as a whole.  Funds are accounting devices that the District uses to keep track of 
specific sources of funding and spending for particular purposes. 

 Some funds are required by State law and by bond covenants. 

 The Board of Trustees establishes other funds to control and manage money for particular purposes or 
to show that it is properly using certain taxes and grants.  

All of the funds of the District can be divided into three categories: governmental funds, proprietary funds, and 
fiduciary funds. 
 
Governmental funds are used to account for essentially the same functions reported as governmental 
activities in the government-wide financial statements.  Most of the District’s activities are included in 
governmental funds, which focus on (1) how cash and other financial assets can readily be converted to cash 
flow in and out, and (2) the balances left at year end that are available.  However, unlike the government-wide 
financial statements, governmental fund financial statements provide a detailed short-term view that helps 
determine whether there are more or fewer financial resources that can be spent in the near future to finance 
the District’s programs.  Because this information does not encompass the additional long-term focus of the 
government-wide statements, we provide additional information on the subsequent page that explains the 
relationship (or differences) between them. 
 
The District maintains five governmental funds.  Information is presented separately in the governmental fund 
balance sheet and in the governmental fund statement of revenues, expenditures, and changes in fund 
balances for the General Fund, the Special Revenue Fund, the Debt Service Fund and the Capital Renovation 
Fund, all of which are considered to be major funds.  Data from the Capital Renovation Fund - Public Facility 
Corporation is presented as a nonmajor governmental fund on the same statements. 
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Proprietary funds are used to account for operations that are financed similar to those found in the private 
sector.  These funds provide both long- and short-term financial information.  The District maintains two types 
of proprietary funds.  Enterprise funds are used to report the same functions presented as business-type 
activities in the government-wide financial statements.  The District uses enterprise funds to account for its 
food service, business development, and medicaid programs.  The Food Service Fund is considered a major 
proprietary fund.  The District uses internal service funds to report activities that provide services for the 
District’s other programs and activities, i.e., health insurance, workers’ compensation, print shop, and internal 
services.  Because these services predominately benefit governmental rather than business-type functions, 
they have been included within governmental activities within the government-wide financial statements. 
 
Fiduciary funds are used to account for assets held by the District in a trustee capacity or as an agent for 
individuals, private organizations, and/or other funds.  No fiduciary funds are used as clearing accounts to 
distribute financial resources to other funds.  The District is responsible for ensuring that the assets reported in 
these funds are used for their intended purposes.  All of the District’s fiduciary activities are reported in a 
separate statement of fiduciary net position and a statement of changes in fiduciary net position.  We exclude 
these activities from the District’s government-wide financial statements because the District cannot use these 
assets to finance its operations. 
 
Notes to the Basic Financial Statements 
 
The notes to the basic financial statements provide additional information that is essential to a full 
understanding of the data provided in the government-wide and fund financial statements.   
 
Other Information 
 
In addition to the basic financial statements and accompanying notes, this report also presents certain required 
supplementary information that further explains and supports the information in the financial statements. 
Immediately following the required supplementary information, combining statements are included for the 
nonmajor enterprise funds, the internal service funds, and the agency funds.  
 
The remainder of this overview section of management’s discussion and analysis explains the structure and 
contents of each of the statements.  Figure A-1 summarizes the major features of the District’s financial 
statements, including the portion of the District’s government they cover and the types of information they 
contain.  
 

Type of Statements Government-wide Governmental Funds Proprietary Funds Fiduciary Funds

Scope

All activities of the District
(except fiduciary funds)
and the Agency's component
units

The activities of the District
that are not proprietary or
fiduciary

Activities the District
operates similar to private
businesses

Instances in which the
District is the trustee or
agent for someone else's
resources

◆ Statement of net position ◆ Balance sheet ◆ Statement of net position ◆ Statement of fiduciary
     net position

◆ Statement of revenues,
     expenses and changes in
     fund net position
◆ Statement of cash flows

Accounting basis
and measurement 
focus

Accrual accounting and
economic resources focus

Modified accrual
accounting and current
financial resources focus

Accrual accounting and
economic resources focus

Accrual accounting and
economic resources focus

Type of
asset/liability
information

All assets and liabilities,
both financial and capital,
short-term and long-term 

Only assets expected to
be used up and liabilities
that come due during the
year or soon thereafter;
no capital assets included

All assets and liabilities,
both financial and capital,
and short-term and long-
term  

All assets and liabilities,
both short-term and long-
term; the Agency's funds do
not currently contain
capital assets, although
they can

Figure A-1. Major Features of the District's Government-wide and Fund Financial Statements

Required financial
statements

◆ Statement of activities ◆ Statement of revenues,
    expenditures & changes
    in fund balances

◆ Statement of changes
     in fiduciary net position

Fund Statements
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GOVERNMENT-WIDE FINANCIAL ANALYSIS 
 
As noted earlier, net position may serve over time as a useful indicator of the District’s financial position.  The 
District’s total net position was approximately $1.963 billion at June 30, 2014.  The District’s governmental 
activities net position increased by $149 million. The District’s business–type activities net position increased 
by $12 million.   
 

2014 2013 2014 2013 2014 2013 Difference
Current and other assets $ 1,701,326 1,886,087 $ 74,502 $ 62,605 $ 1,775,828 $ 1,948,692 $ (172,864)
Capital assets 3,147,459 3,036,785 1,423 913 3,148,882 3,037,698 111,184

Total assets 4,848,785 4,922,872 75,925 63,518 4,924,710 4,986,390 (61,680)

Deferred outflows 16,269 - - - 16,269 - 16,269

Current liabilities 482,949 552,136 5,164 5,120 488,113 557,256 (69,143)
Long term liabilities 2,488,460 2,628,032 234 227 2,488,694 2,628,259 (139,565)

Total liabilities 2,971,409 3,180,168 5,398 5,347 2,976,807 3,185,515 (208,708)

Deferred Inflows 1,498 - - - 1,498 - 1,498

Net position:
Net investment in capital

   assets 1,107,825 1,004,379 1,423 833 1,109,248 1,005,212 104,036
Restricted 84,103 65,936 20,427 15,052 104,530 80,988 23,542
Unrestricted 700,219 672,977 48,677 42,285 748,896 715,262 33,634

Total net position $ 1,892,147 $ 1,743,292 $ 70,527 $ 58,170 $ 1,962,674 $ 1,801,462 $ 161,212

Note:  Fiscal Year 2013 has been restated for GASB 65 cost of issuance adjustments and GASB 69 amounts for the
          merger with North Forest Independent School District.  See Notes 1 and 13 for more information.

The District's Condensed Statement of Net Position

TotalGovernmental Activities
Business-type 

Activities

(in thousands of dollars)

 
Net investment in capital assets (e.g. land, buildings, furniture, and equipment) less any related debt used to 
acquire those assets that is still outstanding is $1.109 billion.  The District uses these capital assets to provide 
services to students; consequently, these assets are not available for future spending.   Although the District’s 
investment in its capital assets is reported net of related debt, it should be noted that the resources needed to 
repay this debt must be provided from other sources, since the capital assets themselves cannot be used to 
liquidate these liabilities.  An additional portion of the District’s net position of $104.5 million represents 
resources that are subject to external restrictions on how they may be used.  The remaining balance of 
unrestricted net position of $749 million may be used to meet the District’s ongoing obligations. 

Changes in net position. The District’s total revenues were $2.322 billion.  A significant portion, 
approximately 62 percent, of the District’s revenue is from property taxes.  Operating grants and contributions 
provided revenue of 21 percent, 14 percent comes from state aid - formula grants, while only 1 percent relates 
to charges for services.  (See Figure A-2)  The total cost of all programs and services was $2.161 billion. 

 

 

 

 

 

 

 



 

 

 

             

 

           
 
 
 
Governmental Activities  
 
The net position of the District’s governmental activities increased by $149 million due to increases in 
maintenance and operations property tax and debt service property tax revenues and state aid sources.  The 
total cost of all governmental activities for the fiscal year ended June 30, 2014 was $2.036 billion.  Funding for 
these governmental activities is by specific program revenue or through general revenues such as property 
taxes and investment earnings.  The following is a summary of the governmental activities:  
 

 The cost of all governmental activities this year was $2.036 billion. 
 Some of the governmental activities cost was funded by program revenues directly attributable to 

specific activities. These program revenues amounted to $361 million. 
 The remaining cost of governmental activities not directly funded by program revenues was $1.675 

billion of which $1.432 billion was funded by property taxes and $324 million was funded by state aid - 
not restricted to specific programs. 

 
Business-type Activities  
 
The net position of the District’s business-type activities increased by $12 million due to an increase in food 
service and medicaid program revenues.  Funding for these business-type activities is by specific program 
revenue or through general revenues such as investment earnings and miscellaneous sources.  The following 
is a summary of the business-type activities:  
 

 The cost of all business-type activities this year was $125 million. 
 The majority of the business-type activities cost was funded by program revenues directly attributable 

to specific activities. These program revenues amounted to $157 million. 
 
Changes in Net Position  
 
The total net position of the District increased by $161 million due to the following activities: 
 

 Operating grants and contributions revenues increased by $39 million mainly due to an increase in the 
Instructional Material Allotment (IMA). 

 Property tax revenues increased $165 million due to an increase in the total tax levy. 
 State aid not restricted to federal programs increased by $74 million primarily due to the annexation of 

North Forest ISD. 
 Data processing services increased $21 million due to a multi-year district-wide initiative to improve 

the District’s network infrastructure. These were board approved expenditures from the District’s 
unassigned fund balance. 

 Plant maintenance and operations services increased $27 million primarily due to the annexation of 
North Forest ISD. 

Figure A-2 District 
Sources of Revenue  
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Revenues 2014 2013 2014 2013 2014 2013
Program Revenues

Charges for services $ 3,134 $ 2,505 $ 19,073 $ 22,920 $ 22,207 $ 25,425
Operating grants and contributions 358,083 328,936 138,265 128,754 496,348 457,690

General Revenues
Property taxes 1,432,179 1,266,914 - - 1,432,179 1,266,914
State aid - not restricted to specific programs 323,853 249,638 - - 323,853 249,638
Earnings on investments 3,979 2,755 59 87 4,038 2,842
Other 42,455 49,706 1,055 980 43,510 50,686

Total revenues 2,163,683 1,900,454 158,452 152,741 2,322,135 2,053,195

Expenses
Instruction 1,182,119 1,042,458 - - 1,182,119 1,042,458
Instructional resources and media services 9,945 10,870 - - 9,945 10,870
Instructional staff development 59,083 55,893 - - 59,083 55,893
Curriculum development 6,140 5,622 - - 6,140 5,622
Instructional leadership 25,360 18,901 - - 25,360 18,901
School leadership 125,594 115,221 - - 125,594 115,221
Guidance, counseling, and evaluation services 49,573 46,490 - - 49,573 46,490
Social work services 3,201 1,709 - - 3,201 1,709
Health services 20,089 18,126 - - 20,089 18,126
Student transportation 54,382 49,178 - - 54,382 49,178
Food service 740 1,853 - - 740 1,853
Co-curricular/extracurricular activities 15,883 15,820 - - 15,883 15,820
General administration 36,400 32,136 - - 36,400 32,136
Plant maintenance and operations 192,637 165,754 - - 192,637 165,754
Security and monitoring services 21,717 19,354 - - 21,717 19,354
Data processing services 68,775 47,360 - - 68,775 47,360
Community services 4,872 4,117 - - 4,872 4,117
Fiscal agent/member districts of shared services 1,957 2,405 - - 1,957 2,405
Interest and fiscal charges 92,547 102,760 - - 92,547 102,760
Juvenile justice alternative education program 844 844 - - 844 844

Tax reinvestment zone payments 53,642 51,017 - - 53,642 51,017
Tax appraisal and collection 10,589 9,927 - - 10,589 9,927
Food service - - 115,781 106,852 115,781 106,852
Other - - 9,054 12,962 9,054 12,962

Total expenses 2,036,089 1,817,815 124,835 119,814 2,160,924 1,937,629
Change in net position before transfers 127,594 82,639 33,617 32,927 161,211 115,566

Transfers 21,261 39,960 (21,261) (39,960) - -

Change in net position 148,855 122,599 12,356 (7,033) 161,211 115,566
Beginning net position (restated, Note 1) 1,743,292 1,617,372 58,171 64,757 1,801,463 1,682,129
Ending net position $ 1,892,147 $ 1,739,971 $ 70,527 $ 57,724 $ 1,962,674 $ 1,797,695

Note:   For purposes of comparison with activities in the prior year, the FY2013 activities in this table have not been restated
           for the merger with North Forest Independent School District.

           The District's Changes in  Net Position
          (in thousands of dollars)

Business-type ActivitiesGovernmental Activities Total

10



 

The following table presents the cost of the District’s largest governmental functions as well as their related net 
cost (total cost less fees generated by the activities and intergovernmental aid).  The net cost reflects what was 
funded by local tax dollars, state revenues, and other miscellaneous general revenues.  
 
        
                                   (in millions of dollars) 

  
Total Cost of Services Net Cost of Services 

 
  

      2014   2013 2014    2013 
 Instruction  $  1,182  $     1,042   $      976   $         871 
 Plant maintenance & operations  $     193  $        166   $      186  $         159 
 School leadership  $     126  $        115   $      117  $         107 
 Interest & fiscal charges                     $       93  $        103   $        93  $         103 
  

Total Cost of Services 

 

Net Cost of Services 
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FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS 
 
Governmental Funds  The District's accounting records for general governmental operations are maintained 
on a modified accrual basis as prescribed by the Financial Accountability System Resource Guide, Texas 
Education Agency, with the revenues being recorded when available and measurable to finance expenditures 
of the fiscal period.  Expenditures are recorded when services or goods are received and the fund liabilities are 
incurred.  The general governmental operations include the following major funds: General, Special Revenue, 
Debt Service, Capital Renovation, and the other nonmajor governmental fund (Public Facility Corporation). 
 
Revenues for general governmental functions totaled $2.143 billion (excluding other sources) for the fiscal year 
ended June 30, 2014, an increase of 14.2 percent from the prior fiscal year.  Property taxes were the largest 
source of revenue received by the District at 67.1 percent of total revenues.  Property taxes are part of the 
District’s target revenue funding system established by the 83rd Texas Legislature.  The District earns $5,788 
per weighted average daily attendance (“WADA”).  The difference between what the District collects in 
property taxes and the target revenue per WADA is made up in state funding through Available State Aid for 
Tax Reduction (ASATR).  As property taxes increase, the amount of funding from the State of Texas 
decreases and vice versa.  However, due to the increase in property values the District exceeded the minimum 
guaranteed revenue and no longer receives ASATR 
 
Expenditures for general governmental operations totaled $2.301 billion during fiscal year 2014, an increase of 
7.3 percent from fiscal year 2013.  Increases in expenditures occurred in the functional areas of instruction, 
instructional staff development, curriculum development, instructional leadership, school leadership, guidance, 
counseling and evaluation services, social work services, health services, general administration, plant 
maintenance and operations, security and monitoring services, data processing services, community services,  
tax reinvestment zone payments, tax appraisal and collection services, and debt services.  
 
The governmental funds reported a combined fund balance of $1.268 billion, a decrease of $120 million.  The 
net decrease of the combined fund balances was comprised of fund balance decreases in the Capital 
Renovation Fund of $145.4 million, increases in the General Fund of $16.7 million, and increases in the Debt 
Service fund of $8.1 million.  Out of the combined fund balances, $279.4 million constitutes unassigned fund 
balance.  The remainder of the fund balance is non-spendable, restricted, committed, or assigned to indicate 
that it is not available for new spending. 
 
The General Fund is the primary operating fund of the District.  The fund balance of the General Fund 
increased $16.7 million during the fiscal year primarily due to increases in property tax and state revenues.  At 
the end of the fiscal year, the unassigned fund balance represented 17.6 percent of the total General Fund 
expenditures, while total fund balance represented 34 percent of that same amount. 
 
The Special Revenue Fund accounts for all grants received by the District from local, state, and federal 
sources.  The ending fund balance of $27.1 million consists of $25 million which is restricted for E-rate 
activities and carryover funds for lost textbooks.  The fund balance increased by $1.87 million primarily due to 
a one-time transfer in from the General Fund for North Forest textbooks. 
 
The Debt Service Fund has a total fund balance of $146 million all of which is restricted for the payment of 
debt service.  The net increase in fund balance during the period in the Debt Service Fund was $8.1 million.  
The increase resulted primarily from increased property tax revenues along with the effect of including fund 
balances from the merger with North Forest Independent School District.  The District makes semi-annual debt 
service payments in December/June, January/July, February/August, and March/September of each year.  
Debt service payments for the period ended June 30, 2014 included all scheduled payments including 
payments due within 30 days of year end. 
 
The Capital Renovation Fund has a total fund balance of $549.1 million of which $445.8 million is restricted for 
rebuild construction programs.  The fund balance decreased by $145.4 million due to a decrease in 
miscellaneous local revenues and no sale of bond tranches issued in fiscal year 2014 for the current Rebuild 
2012 Bond Program. 
 
The Capital Renovation Fund – Public Facility Corporation has a total fund balance of $6.1 million, all of which 
is restricted for finalizing construction of four schools and debt service costs for the Rebuild 2007 Program.  
There was no significant change in the fund balance. 
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HOUSTON INDEPENDENT SCHOOL DISTRICT 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2014 
 
 
 

 
 
NOTE 5: RECEIVABLES/PAYABLES 

 
Receivables as of June 30, 2014 for the District’s individual major funds and nonmajor enterprise funds and 
internal service funds in the aggregate are as follows: 

 
Special Debt Capital Food Nonmajor

General Revenue Service Renovation Service and Other
Fund Fund Fund Fund Fund Funds Total

Due from the State of Texas $ 76,671,624 $ 41,938,246 $ - $ - $ 4,002,977 $ - $ 122,612,847
Due from the Federal government 151,033 3,526,244 - - - - 3,677,277
Due from Other Funding Agencies - 1,245,559 - - - 21,299,643 22,545,202
Other 4,200,280 854,447 2,377,714 25,000 876,114 1,096,030 9,429,585

Gross Receivables 81,022,937 47,564,496 2,377,714 25,000 4,879,091 22,395,673 158,264,911
 
Less Allowance for Uncollectibles - - - - - - -

Total Net Receivables $ 81,022,937 $ 47,564,496 $ 2,377,714 $ 25,000 $ 4,879,091 $ 22,395,673 $ 158,264,911

 
Governmental funds report deferred revenue in connection with receivables for revenues that are not considered 
to be available to liquidate liabilities of the current period.  At June 30, 2014, the various components of deferred 
and unearned revenue reported in the governmental funds expected to receipt during the subsequent fiscal year 
are as follows: 

 
Liabilities
   Grant advances (unearned), Special Revenue Fund $ 3,655,507

Deferred inflows of resources
   Deferred property taxes, General Fund 25,183,326
   Deferred property taxes, Debt Service Fund 3,012,531
   Deferred Revenues, General fund 2,527,048
      Total deferred inflows 30,722,905

Total Deferred & Unearned Revenues $ 34,378,412

 
Payables as of June 30, 2014 for the District’s individual major funds and nonmajor enterprise funds and internal 
service funds in the aggregate are as follows: 
 

 
Special Debt Capital Food Nonmajor

General Revenue Service Renovation Service and Other
Fund Fund Fund Fund Fund Funds Total

Vendors Payable $ 55,493,830 $ 17,935,364 $ 8,236 $ 13,946,415 $ 3,016,484 $ 4,891,582 $ 95,291,911
Retainage Payable 11,830 - - 6,415,390 - 73,516 6,500,736
Other - - - 15,000 - - 15,000

Total Payables $ 55,505,660 $ 17,935,364 $ 8,236 $ 20,376,805 $ 3,016,484 $ 4,965,098 $ 101,807,647
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Percentage Percentage
of Total of Total

Assessed Assessed Assessed Assessed
Taxpayer Value Rank Value Value Rank Value

Centerpoint Energy Inc. $ 1,239,096,295 1 0.9904 % $ 1,031,527,292 1 1.3288 %
Chevron Chemical Co. 965,068,216 2 0.7714 328,686,424 6 0.4234
Crescent Real Estate 831,337,622 3 0.6645 247,106,128 10 0.3183
TPG 564,178,718 4 0.4509 - -
HG Galleria I II III LP 497,172,837 5 0.3974 292,756,445 8 0.3771
Texas Tower Ltd. 467,858,381 6 0.3740 - -
Busycon Properties LLC 453,269,103 7 0.3623 - -
1000 Louisiana LP 426,551,193 8 0.3409 - -
Valero Energy Corp. 425,642,062 9 0.3402 - -
Four Oaks Place Operating LP 401,202,733 10 0.3207 - -
Southwestern Bell Telephone Co. - - 556,985,818 2 0.7175
Anheuser Busch Inc. - - 470,539,317 3 0.6061
Hines Interests LTD Partnership - - 435,358,416 4 0.5608
Trizec Texas CS LTD - - 369,776,260 5 0.4763
Exxon Mobil Corporation - - 296,390,675 7 0.3818
Teachers Insurance - - 247,261,263 9 0.3185

$ 6,271,377,160 5.0127 % $ 4,276,388,038 5.5086 %

SOURCE: Harris County Appraisal District.

HOUSTON INDEPENDENT SCHOOL DISTRICT
PRINCIPAL PROPERTY TAXPAYERS

CURRENT YEAR AND NINE YEARS AGO
(UNAUDITED)

Fiscal Year Ending 2014 Fiscal Year Ending 2005
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h o u s t o n  i n d e p e n d e n t  s c h o o l      d i s t r i c t

It is the policy of the Houston Independent School District  
not to discriminate on the basis of age, color, handicap  

or disability, ancestry, national origin, marital status, race,  
religion, sex, veteran status, political affiliation, sexual  

orientation, gender identity and/or gender expression in  
its educational or employment programs and activities.




