
 

 

HOUSTON FIRST CORPORATION 

BENEFITS, COMPENSATION, AND FINANCE COMMITTEE 
June 22, 2023 – 2:00 P.M.  

Partnership Tower, 701 Avenida de las Americas, Ste, 200 
Houston, Texas 77010 

HOUSTON FIRST BOARD ROOM  
 ____________________________________________________________________________________  
COMMITTEE MEMBERS:  
 
Alex Brennan-Martin (Chair), Jay Zeidman (Vice-Chair), Sofia Adrogué, John Johnson, Mayor 
Pro-Tem Dave Martin, Ryan Martin, David Mincberg  
 

In accordance with the Texas Open Meetings Act, this Agenda is posted for public information, 
at all times, for at least 72 hours preceding the scheduled time of the meeting on the bulletin 
board located on the exterior wall of the Houston City Hall building, located at 901 Bagby. The 
Agenda is also available online at https://www.houstonfirst.com.  

To reserve time to appear, come to the meeting at least ten minutes prior to the scheduled 
public session shown on the Agenda.  

Any questions regarding this Agenda, or requests for special needs assistance, should be 
directed to Lisa K. Hargrove, General Counsel at either 713.853.8965 or 
Lisa.Hargrove@houstonfirst.com 

 
 
 

I. Call to Order  
 

II. Public Comments 
 

III. Minutes – May 16, 2023  
 
IV. Committee Business  

A. Consideration and possible recommendation for the Houston First 2022 Annual 
Financial Audit 
 

V. Adjourn 
 

https://www.houstonfirst.com/
mailto:Lisa.Hargrove@houstonfirst.com
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IV. – 2022 Annual Financial Audit  















































































BENEFITS, COMPENSATION, AND 
FINANCE COMMITTEE MEETING

HOUSTON FIRST CORPORATION

Hogg Park
NORTH HOUSTON

HFC BOARD ROOM

Partnership Tower
Thursday, June 22, 2023

2:00 p.m.
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June 22, 2023

HFC BENEFITS, COMPENSATION, AND 
FINANCE COMMITTEE MEETING

Anyone who wishes to address the 

Committee during the Public Comment 

session may do so by signing up on the 

Public Comment sign-in sheet at the 

front of the room.

PUBLIC
COMMENTS
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To l e rance Scu l pture  – Buf fa l o Bayou Park
WASHI NGTON CORRI DOR



May 16, 2023

MINUTES

June 22, 2023

HFC BENEFITS, COMPENSATION, AND 
FINANCE COMMITTEE MEETING
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Hol ocaust  Museum
M USEUM  DI STR ICT



PRESENTERS

A. Consideration and possible 

recommendation of the Houston First 2022 

Annual Financial Audit.

COMMITTEE 
BUSINESS

FRANK WILSON
Chief Financial  Off icer, HFC

STEPHANY BLAND
Control ler,  HFC

TINO ROBLEDO
Senior Director,  Audit  Services — RSM

June 22, 2023

HFC BENEFITS, COMPENSATION, AND 
FINANCE COMMITTEE MEETING
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The H i gh l ight – Houston Center
DOWNTOWN HOUSTON



INCLUDED:

• Venues (operations
formerly included in CEFD 
and Partnership Tower)

• Hilton Americas-Houston
Hotel

• Visit Houston (Destination 
Marketing, Tourism, 
Destination Sales) 

• Parking Garages

ANNUAL AUDIT REPORT SCOPE
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EXCLUDED:

• City’s Convention and

Entertainment Facilities

Department (CEFD) debt 

and fixed assets



USES OF FUNDING

$25.0 M  Pay Down Debts

$13.0 M  Capital Project 
Funding without 
Debt Increase  

RESULTS OF OPERATIONS
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CHANGE IN NET POSITION 
FROM 2021 TO 2022

$38.0 M  Increase in 2022



NET POSITION
D E C E M B E R  3 1 ,  2 0 2 2

*

2022 2021 Variance

Current assets $92,257,968 $84,508,871 $7,749,097

Non-current assets $140,314,020 $141,762,975 ($1,448,955)

Capital assets $477,480,452 $486,369,297 ($8,888,845)

TOTAL ASSETS $710,052,440 $712,641,143 ($2,588,703)

Liabilities

Current liabilities $74,342,550 $83,501,919 $9,159,369

Long-term liabilities $452,392,633 $470,234,511 $17,841,878

TOTAL LIABILITIES $526,735,183 $553,736,430 $27,001,247

Deferred Inflow/outflow $37,266,333 $50,812,621 $13,546,288
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TOTAL ASSETS DECREASED $2.6 MILLION OVER 2021

• Current assets increased by $7.7 M  (majority of change is 
deposits held by others offset by the decrease in cash 
balance)

• Non-current assets increased by $1.5 M ($3.0 M is due to 
increased in capital assets and $2.1 M is due to decrease 
in lease receivable)

• Capital assets decreased $8.9 M due to depreciation of 
$24 M offset by acquisitions of $15.5 M.

TOTAL LIABILITIES DECREASED $27.0 MILLION OVER 2021

• Principal payments on underlying bonds - $25.0 M

NET POSITION OVERVIEW
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• $86.5 M  Hotel Revenues

• $74.2 M  Intergovernmental Revenues

from Primary Government 

(HOT + Pledged Parking + Harvey 

Reimbursements - CEFD Debt Service)

• $41.1 M  Venue Revenues

• $18.3 M  Avenida Parking Revenues

REVENUES IN 2022
F R O M  H I G H  T O  L O W
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OPERATING REVENUES VARIANCE SUMMARY
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OPERATING REVENUES VARIANCE SUMMARY
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2022 V. 2021 Revenue Variance Chart

Revenue Type Variance ($) Variance (%)

Hotel $43,820,829 103%

Venue $19,975,955 95%

Parking $6,729,197 58%

Other $3,472,141 105%



• $48.8 M Venue Expenses 
(Maintenance, Personnel, Janitorial, Security, Utilities)

• $35.9 M General and Administrative Expenses 
(Indirect Marketing, Finance, Management Fees, Rebates, Legal, 
Information Technology)

• $28.3 M Hotel Expenses
(Cost of Goods Sold, Direct Costs related to Hilton)

• $20.1 M Visit Houston Expenses
(Destination Marketing, Tourism, Destination Sales)

EXPENSES IN 2022
F R O M  H I G H  T O  L O W
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OPERATING EXPENSES VARIANCE SUMMARYOPERATING EXPENSES VARIANCE SUMMARY
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2022 V. 2021 Expense Variance Chart

Expense Type Variance ($) Variance (%)

Hotel $13,143,971 87%

Venue $17,576,728 56%

Parking $1,834,593 28%

Visit Houston $8,155,593 68%

General Adm. $8,233,794 30%

OPERATING EXPENSES VARIANCE SUMMARYOPERATING EXPENSES VARIANCE SUMMARY

14 H F C  B E N E F I T S ,  C O M P E N S A T I O N ,  A N D  F I N A N C E  C O M M I T T E E  M E E T I N G



• Total operating revenues increased 94% to $152.6 M 

due to the recovery in the hospitality and convention 

industries from the impact of the COVID-19 pandemic. 

Hotel revenues benefited from the increase in leisure 

travel in Houston and increase in occupancy rate. 

• Operating expenses increased 43% to $166.5 M in 2022 

from $116.6 M in 2021. The increase was due to the 

recovery, noting a $13.0 M increase in hotel expenses 

and $17.6 M increase in venue expenses.

OPERATING REVENUES/EXPENSES VARIANCES
2 0 2 2  V E R S U S  2 0 2 1

15 H F C  B E N E F I T S ,  C O M P E N S A T I O N ,  A N D  F I N A N C E  C O M M I T T E E  M E E T I N G



• Total non-operating revenues (expenses) 
increased $32.4 M from 2021

• It is a combination of:

• $16.0 M one time cost in 2021 related to pension 
settlement; and  

• $17.1 M revenue increase from primary government.

NON-OPERATING REVENUE & EXPENSE VARIANCE(S)
2 0 2 2  V E S U S  2 0 2 1
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2022 ANNUAL REPORT VS. CFO MONTHLY REPORT
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• $38.0 M Net Gain in 2022 Annual Report

• $13.0 M Net Gain in CFO Monthly Report as of 12/31/22

Expenses in CFO report but not in the 

Annual Report

$33.0 M  All Principal Payment 

$16.0 M  Interest related to 

CEFD debts

Two Expenses not in CFO Report Scope

$22.0 M  Depreciation Expense

$3.0 M   Additional Pension Expense 

REPORT SCOPE VARIANCE HIGHLIGHTS



FY 2022 AUDIT RESULTS

Report to the Benefits, Compensation and, 
Finance Committee and the Board of Directors

June 15, 2023

HOUSTON FIRST 
CORPORATION

Title Page
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June 15, 2023

To the Members of the Benefits, Compensation and Finance Committee and the Board of Directors of Houston First 

Corporation 

We are pleased to present this report related to our audit of the basic financial statements of Houston First Corporation (the 

Corporation) as of and for the year ended December 31, 2022. This report summarizes certain matters required by 

professional standards to be communicated to you in your oversight responsibility for the Corporation’s financial reporting 

process.  

It will be our pleasure to respond to any questions you have regarding this report. We appreciate the opportunity to continue 

to be of service to Houston First Corporation.

2

Introductory Letter
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Audit Status

The 2022 audit is nearing completion. 

Upon approval by management, we expect to issue an unqualified opinion 
on the financial statements.

Significant Changes to the Planned Audit Strategy 

There were no significant changes to the planned audit strategy as 
communicated to the Benefits, Compensation and Finance Committee (the 
Committee) in our report dated March 21, 2023.

Significant Risks

We did not identify any significant risks subsequent to those we 
communicated to you in our report dated March 21, 2023. 

Adoption of New Accounting Policy

In 2022, the Corporation adopted the accounting and financial reporting 
standard for Pensions.

Audit Adjustments or Uncorrected Misstatements

During our audit, we did not identify any audit adjustments and uncorrected 
misstatements. 

Deficiencies in Internal Control

We did not identify any reportable internal control deficiencies.

EXECUTIVE SUMMARY

4
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• Maintaining the diversity participation commitment.

• Continue to work with Yoe CPA, LLC, a subcontractor to RSM. 

• Yoe CPA, LLC worked side-by-side with RSM service team throughout the 

audit.

• Yoe CPA, LLC was issued RSM laptops to facilitate integration of the two firms 

and provide for a seamless client service experience.

• Areas primarily worked on included the following:

– Investments

– Capital assets

– Long-term debt

– Selected income statement line items

DIVERSITY PARTICIPATION-YOE CPA, LLC
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REQUIRED COMMUNICATIONS

The following required communications summarize our responsibilities regarding the financial statement audit as well as observations arising from 
our audit that are significant and relevant to your responsibility to oversee the financial reporting process.

Accounting policies and practices

6

Matter to Report Yes No

Changes to the planned scope and 

timing of the audit

ü We did not have changes to the planned scope and timing of our audit. 

Accounting policies and practices

Preferability of accounting 

policies and practices 

ü Under accounting principles generally accepted in the United States of America, management may 

select among alternative accounting practices in certain circumstances. 

In our view, in such circumstances, management has selected the preferable accounting practice.

• During the period ending December 31, 2022, the Corporation extended certain retirement 

benefits (pension benefits) to its employees.  The Corporation adopted the accounting and 

financial reporting standards of Statement No. 68 of the Governmental Accounting Standards 

Board -Accounting and Financial Reporting for Pensions, an amendment of GASB Statement No. 

27.  Statement No. 68 established standards for measuring and recognizing liabilities, deferred 

outflows or resources, deferred inflows of resources and expenses for pension benefits provided 

to the employees of state and local government employers through pension plans that are 

administered through a trust. 

Significant accounting policies ü We did not identify any significant accounting policies in controversial or emerging areas for which 

there is a lack of authoritative guidance or consensus.

Significant unusual 

transactions

ü We did not identify any significant unusual transactions.
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REQUIRED COMMUNICATIONS

Allowance for uncollectible accounts receivable

Accounting policy

An allowance for uncollectible accounts receivable has been established based on historical experience and any specific 

customer collection issues that have been identified.

Management’s estimation process

The determination is made based on the account receivable aging report at end of year with a specific focus on 

outstanding balances older than 90 days and consideration for the specific customer collection issues identified at year 

end.

Basis for our conclusion on the reasonableness of the estimate

We concluded the estimates used by management are reasonable

Accounting estimates are an integral part of the preparation of financial statements and are based upon management’s current judgment. 
The process used by management encompasses their knowledge and experience about past and current events, and certain assumptions 
about future events. 

Significant Accounting Estimates

7

(in thousands) 2022 2021

The allowance for 

doubtful accounts

$4,256,168 $4,661,592 
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REQUIRED COMMUNICATIONS

Allowance for uncollectible accounts receivable

Accounting policy

An allowance for uncollectible accounts receivable has been established based on historical experience and any specific 

customer collection issues that have been identified.

Management’s estimation process

The determination is made based on the account receivable aging report at end of year with a specific focus on 

outstanding balances older than 90 days and consideration for the specific customer collection issues identified at year 

end.

Basis for our conclusion on the reasonableness of the estimate

We concluded the estimates used by management are reasonable
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about future events. 

Significant Accounting Estimates
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(in thousands) 2022 2021

The allowance for 

doubtful accounts

$4,256,168 $4,661,592 



REQUIRED COMMUNICATIONS

The Depreciable Life of Property and Equipment

Accounting policy

The depreciable life of property and equipment is set at the estimated useful life of the related asset.

Management’s estimation process

The determination is made at the time the asset is placed into service and involves various judgments and assumptions, 

including the estimated useful life and prior experience.

Basis for our conclusion on the reasonableness of the estimate

We concluded the estimates used by management are reasonable.

Accounting estimates are an integral part of the preparation of financial statements and are based upon management’s current judgment. 
The process used by management encompasses their knowledge and experience about past and current events, and certain assumptions 
about future events. 

Significant Accounting Estimates

8

(in thousands) 2022

The Depreciable Life of 

Property and 

Equipment

3 years to 

40 years on 

Straight Line 

REQUIRED COMMUNICATIONS
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Significant Accounting Estimates
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(in thousands) 2022

The Depreciable Life of 

Property and 

Equipment

3 years to 

40 years on 

Straight Line 
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REQUIRED COMMUNICATIONS

Leases

Accounting policy

The policy requires recognition of certain assets and liabilities for leases 

that are considered long term and require a present value calculation 

using a discount rate which may be an imputed rate/incremental 

borrowing rate.

Management’s estimation process

The calculation of the present value is made upon the execution of a 

lease agreement/implementation of the standard based on the terms and 

conditions on the date of implementation (January 1, 2020).

Basis for our conclusion on the reasonableness of the estimate

We concluded the estimates used by management are reasonable 

based on the present value calculations and related terms used at the 

date of implementation and changes made subsequent to the initial 

measurement date.

Leases 2022

Lease Receivable as a 

Lessor

Lease Payable as a 

Lessee

$56,176,612 

($9,944,194)

Net Pension Liability

Accounting policy

The policy requires recognition of the net pension liability, deferred 

outflows, deferred inflows and pension expense based on the calculation 

provided by the City of Houston for the Corporation’s proportionate share 

of net pension liability and related balances.

Management’s estimation process

The management of the City of Houston obtains an independent 

actuarial valuation for its Houston Municipal Employee Pension Plan (the 

Plan). The City of Houston provided HFC its proportionate share of the 

City’s net pension liability. The allocation of the proportionate percentage 

is based on total HFC employer contributions in relation to total employer 

contributions to the Plan. HFC reviews/approves the calculation of the 

related balances of its proportionate share of the totals for participation in 

the Plan.  

Basis for our conclusion on the reasonableness of the estimate

We concluded the estimates used by management are reasonable 

based on the use of an actuarial specialist who reviewed the 

assumptions used in calculating the pension liability of the Plan. 

Net Pension Liability 2022

Pension Liability ($11,069,398)

 

Accounting estimates are an integral part of the preparation of financial statements and are based upon management’s current judgment. 
The process used by management encompasses their knowledge and experience about past and current events, and certain assumptions 
about future events. 

Significant Accounting Estimates

9
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Pension Accounting Pronouncement Impact

The following is the impact of the pension accounting pronouncement as of December 31, 2022:

Pension Accounting 

10

Account Total Pension values Houston First Corporation’s  

Proportionate share (.0068763)

Net pension liability $1,609,795,214 $11,069,000

Current pension expense 

Amortization of change in proportionate share

$38,788,992 $267,000

$2,778,000

Deferred outflow of resources

Change in proportionate share

(differences between actual and expected 

experience)

$19,452,212 $134,000

$10,719,000

Deferred Inflow of resources

(difference between projected and actual 

earnings on pension plan investments—includes 

immaterial amounts of experience and 

assumption changes)

$372,562,031 $2,561,839
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REQUIRED COMMUNICATIONS

There were no audit adjustments made to the final trial balance presented to us for the audit.

We are not aware of any uncorrected misstatements other than misstatements that are 
clearly trivial.

AUDIT 
ADJUSTMENTS

UNCORRECTED 
MISSTATEMENTS

Audit Adjustments and Uncorrected Misstatements

11
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REQUIRED COMMUNICATIONS

Matter to Report Yes No

Observations about the audit process

Significant issues discussed 

with management
ü No significant issues arising from the audit were discussed or the subject of correspondence with 

management.

Disagreements with 

management
ü There were no disagreements with management.

Significant difficulties 

encountered in performing the 

audit

ü We did not encounter any significant difficulties in dealing with management during the audit.

Consultations with other 

accountants
ü

We are not aware of any consultations management had with other accountants about accounting or 

auditing matters.

Difficult or contentious matters 

that required consultation
ü

We did not encounter any significant and difficult or contentious matters that required consultation 

outside our engagement team.

Observations About the Audit Process

12
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REQUIRED COMMUNICATIONS

Shared Responsibilities: AICPA Independence

The AICPA regularly emphasizes that auditor independence is a joint responsibility and is managed most effectively when management, 
audit committees, and audit firms work together in considering compliance with AICPA independence rules. For RSM to fulfill its 
professional responsibility to maintain and monitor independence, management, the audit committee, and RSM each play an important 
role.

• AICPA rules require independence both of mind and in appearance when providing audit and 

other attestation services. RSM is to ensure that the AICPA’s General Requirements for 

performing non-attest services are adhered to and included in all letters of engagement. 

• Maintain a system of quality control over compliance with independence rules and firm policies. 

Independence

13

• Timely inform RSM, before the effective date of transactions or other business changes, of the 

following:

- New affiliates, directors, officers, or person in financial reporting oversight roles.

- Change in reporting entity impacting affiliates such as subsidiaries, partnerships, related 

entities, investments, joint venture, component units, jointly governed organizations.

• Provide necessary affiliate information such as new or updated investment structure charts, as 

well as financial information required to perform materiality calculations needed for making affiliate 

determinations.

• Understand and conclude on the permissibility, prior to the Corporation and its affiliates, officers, 

directors, or persons in a decision-making capacity, engaging in business relationships with RSM.

• Not entering into relationships resulting in RSM, RSM covered persons or their close family 

members, temporarily or permanently acting as an officer, director, or person in an accounting or 

financial reporting oversight role at the Company.

Our responsibilities

The Corporation’s 
responsibilities
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RSM US LLP is a limited liability partnership and the U.S. member firm of RSM International, a global network of independent audit, tax and consulting firms. The 
member firms of RSM International collaborate to provide services to global clients, but are separate and distinct legal entities that cannot obligate each other. Each 

member firm is responsible only for its own acts and omissions, and not those of any other party. Visit rsmus.com/about for more information regarding RSM US LLP 
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