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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of
Houston First Corporation
Houston, Texas

We have audited the accompanying consolidated financial statements of Houston First
Corporation and its subsidiary (the “Corporation”), which comprise the statements of net
position as of December 31, 2017 and 2016, and the related statements of revenues,
expenses and changes in net position and cash flows for the years then ended, and the
related notes to the consolidated financial statements.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated
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 consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based
on our audits. We conducted our audits in accordance with auditing standards generally
accepted in the United States of America. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the consolidated financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the Corporation’s preparation
and fair presentation of the consolidated 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 Corporation’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 consolidated financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion.



Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all
material respects, the net position of Houston First Corporation and its subsidiary as of
December 31, 2017 and 2016, and the results of their operations and their cash flows for
the years then ended in accordance with accounting principles generally accepted in the
United States of America.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that
management’s discussion and analysis on pages 3-10 be presented to supplement the basic
consolidated financial statements. Such information, although not a part of the basic
consolidated 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.

Deloilte 3 Tonce UP
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HOUSTON FIRST CORPORATION
(A Component Unit of the City of Houston, Texas)

MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
AS OF DECEMBER 31, 2017 AND 2016

The following discussion of Houston First Corporation (the “Corporation”) should be read in
conjunction with the financial statements and notes thereto appearing elsewhere in this report.
Historical results and trends that might appear should not be taken as indicative of future
operations. The results of operations and financial condition of the Corporation, as reflected in
the accompanying financial statements and related notes, are subject to management’s
evaluation and interpretation of business conditions, changing capital market conditions, and
other factors that could affect the ongoing viability of the Corporation.

The Houston Convention Center Hotel Corporation (“Hotel Corporation™) was formed on behalf
of the City of Houston, Texas (the “City”), in February 2000 pursuant to Chapter 431,
Subchapter D, of the Texas Transportation Code, and Chapter 394 of the Texas Local
Government Code. It was organized for the specific purpose of constructing, improving,
enlarging, equipping, repairing, operating, and maintaining a convention center hotel (the
“Hotel”) located near and connected to the George R. Brown Convention Center (the
“Convention Center”). In this regard, the Hotel Corporation was responsible for overseeing the
construction and development of the Hotel; a 1,600-space parking garage (the “Parking
Garage”); and three skywalks connecting the Hotel, the Parking Garage, and the Convention
Center (the “Project”). Construction was completed and the Project opened for business in
December 2003 as the Hilton Americas—Houston (the “Hilton”). As of December 31, 2017 and
2016, Hilton Management LLC managed the Hotel through a qualified management contract
(the “Management Agreement”).

On June 1, 2011, the Houston City Council (the “City Council”) approved the consolidation of
the City’s Convention & Entertainment Facilities Department (the “Department”) into the Hotel
Corporation (the “Consolidation”), effective July 1, 2011, in order to improve the coordination
of the City’s convention and entertainment services by bringing various entities responsible for
generating and spending City hotel occupancy tax (“HOT”) revenues under one governing body.
In connection with the Consolidation, the Hotel Corporation reconstituted and renamed itself as
the “Houston First Corporation,” which assumed the primary roles and responsibilities of the
Department. To accomplish this, the Hotel Corporation amended its bylaws and articles of
incorporation to broaden its authority to accomplish its expanded duties and responsibilities.
The Corporation has the authority to exercise all rights and privileges of a Texas nonprofit
corporation and, as a governmental unit within the meaning of Chapter 101 of the Texas Civil
Practice Remedies Code, its operations are governmental and not proprietary functions. The
Corporation is governed by the board of directors appointed and approved by the Mayor and
the City Council.

The Corporation (a) leases all previously existing Department facilities and Department-
managed facilities; (b) operates, manages, maintains, develops, and redevelops those existing
facilities; (c) has been assigned and now administers all of the Department’s obligations and
responsibilities, as well as its revenue budgeted as part of the Department’s budget, including,
but not limited to, municipal HOT receipts, license fees, and concession revenues; and (d) as
the City’s agent, collects, administers, and audits HOT funds in accordance with terms of City
ordinances. The City has entered into an interlocal agreement (the “Consolidation Interlocal
Agreement”) with the Corporation, whereby the Corporation will lease all existing Department



facilities and Department-managed facilities. The Corporation also agreed to pay the City a one-
time fee of $8,620,000 during the City’s fiscal year ended June 30, 2012 from operating
revenues of the Hotel. The Consolidation Interlocal Agreement’s initial term expires on
December 31, 2026, but will be extended automatically until June 30, 2041, unless canceled by
either party on or before June 30, 2026.

On March 4, 2013, the Corporation formed Houston First Holdings, LLC, a wholly owned
subsidiary of the Corporation, as a “special-purpose” entity for the purpose of owning, holding,
selling, leasing, transferring, exchanging, operating, managing, and otherwise dealing with the
Hilton and its parking garage.

On June 18, 2014, the Corporation entered into a Services Agreement with the Greater Houston
Convention and Visitors Bureau (“the Bureau”) which engaged the Corporation to provide
advertising and promotional programs on behalf of the Bureau at a minimum of the same levels
as previously funded by the Corporation to the Bureau. The Bureau’s employees have been
added to the Corporation’s existing personnel contract effective July 1, 2014. The Services
Agreement required the Corporation to amend its Certificate of Formation to increase the
number of authorized board members from 11 to 13 to include 2 Bureau board members. The
expenses incurred as a result of the Services Agreement are included in operating expenses as
Visit Houston expenses.

For the years ended December 31, 2017 and 2016, the combination of interest earned from
investments and net revenues from the operations of the Hilton were sufficient to fund
expenses of the Hilton, pay the monthly debt service expense of the Hilton, and fund the
remaining obligations between the Hilton and the City.

OVERVIEW OF THE FINANCIAL STATEMENTS

The Statements of Net Position present information on all of the Corporation’s assets, deferred
outflows and inflows of resources and liabilities, with the difference reported as net position.
Comparisons in net position may serve as a useful indicator of whether the financial position of
the Corporation is improving or deteriorating. The Statements of Net Position can be found on
page 11 of this report.

The Statements of Revenues, Expenses, and Changes in Net Position report the Corporation’s
revenues, expenses, and resulting change in net position during the period reported, regardless
of when cash is received or paid. Therefore, revenues and expenses are reported in the
statements of revenues, expenses, and changes in net position for some items that will affect
cash flow in future fiscal years. The Statements of Revenues, Expenses, and Changes in Net
Position can be found on page 12 of this report.

The Statements of Cash Flows report how much cash was provided by, or used for, the
Corporation’s operations, investing activities and acquisition or retirement of capital assets. The
Statements of Cash Flows can be found on pages 13-14 of this report.

The notes to the financial statements provide additional information that is essential for a
complete understanding of the data in the financial statements described above. The notes to
the financial statements can be found on pages 15—-29 of this report.



NET POSITION

Total net position at December 31, 2017 was $73,078,192, a 51.99% decrease from
December 31, 2016. Total net position at December 31, 2016 was $152,215,691, a 2.05%
decrease from December 31, 2015.

The Corporation’s net position decreased $79,137,499 to $73,078,192 at December 31, 2017
from $152,215,691 at December 31, 2016. Of this decrease, $1,819,474 is attributable to a
decrease in assets offset by an increase in liabilities of $77,223,555, as described below.

The Corporation’s net position decreased $3,193,087 to $152,215,691 at December 31, 2016
from $155,408,778 at December 31, 2015. Of this decrease, $17,263,459 is attributable to an
increase in assets offset by a decrease in liabilities of $13,588,185, as described below.

CONDENSED STATEMENTS OF NET POSITION
DECEMBER 31, 2017, 2016 AND 2015

Current assets

Noncurrent assets
Capital assets

Total assets
Deferred outflow of resources

Current liabilities
Long-term liabilities

Total liabilities

Net position

December 31,
2017

$ 115,135,428

90,238,084
401,194,510

December 31,
2016

$ 119,893,248

90,699,410
397,794,838

$ 606,568,022

$ 608,387,496

$ 4,455,970

$ 4,550,440

$ 97,554,150
440,391,650

$ 58,152,920
402,569,325

$ 537,945,800

$ 460,722,245

$ 73,078,192

$ 152,215,691

December 31,
2015

$ 212,047,024

86,235,444
327,368,487

$ 625,650,955
$ 4,068,253

$ 59,404,669
414,905,761

$ 474,310,430

$ 155,408,778

Total assets decreased $1,819,474 to $606,568,022 at December 31, 2017 from $608,387,496
at December 31, 2016. This decrease is primarily the result of a decrease in accounts
receivable and equity in pooled investments, offset by an increase in cash and cash equivalents
and capital assets.

Total assets decreased $17,263,459 to $608,387,496 at December 31, 2016, from
$625,650,955 at December 31, 2015. This decrease is primarily the result of of a decrease in
equity in pooled investments and cash and cash equivalents, offest by an increase in accounts
receivable and property, plant, and equipment.

Total liabilities increased $77,223,555 to $537,945,800 in 2017 from $460,722,245 in 2016.
The change is mostly attributable to new debt issued in 2017, offset by principal payments to
the City of Houston for the HFC allocated bonds, premium amortization, and an increase in
current liabilities caused by disaster expenses incurred by Hurricane Harvey. See the “Debt
Issuance” section below for the details of each of the bonds that comprise the notes payable to
the City.



Total liabilities decreased $13,588,185 to $460,722,245 in 2016 from $474,310,430 in 2015.
This was primarily attributable to principal payments to the City of Houston for the HFC
allocated bonds and premium amortization, and a decrease in current liabilities. See the “Debt
Issuance” section below for the details of each of the bonds that comprise the notes payable to
the City.

Debt Issuance

In August 2014, the City issued $73,725,000 of Hotel Occupancy Tax and Special Revenue
Refunding Bonds, Series 2014. This issue included $52,195,000 of serial bonds, with interest
rates between 2% and 5% maturing in various amounts from 2015 to 2032, and $21,530,000
of Term Bonds with stated interest rates of 5% maturing in various amounts from 2033 to
2039. The true interest cost was 4%. Proceeds were used to (a) refund the Corporation-
allocated Hotel Occupancy Tax (HOT) and Special Revenue Refunding Bonds, Series 2012
entirely, (b) finance certain Convention District Project costs and (c) pay the costs of issuance
of the Bonds. Net present value savings totaled $4.6 million or 11% of the refunded bonds.
New money proceeds totaled $39,200,000.

On March 19, 2015, the City issued $132,590,000 of HOT and Special Revenue Refunding
Bonds, Series 2015. This issue included $99,620,000 of serial bonds with interest rates
between 2% and 5%, maturing in various amounts from 2015 to 2035, and $32,970,000 of
term bonds with stated interest rates between 4% and 5% maturing in various amounts from
2035 to 2044. The true interest cost was 3.3%. Proceeds were used to (a) refund a portion of
the City’s HOT and Special Revenue Refunding Bonds, Series 2011A and 2011B, (b) refund
outstanding commercial paper, (c) finance certain project costs and (d) pay the costs of
issuance. Net present value savings totaled $9.2 million or 13.1% of the refunded bonds. New
money proceeds totaled $34,000,000.

On November 16, 2017, the City issued $12,030,000 of Convention & Entertainment Facilities
Department HOT and Special Revenue Refunding Bonds, Series 2017. This issue has a stated
interest rate of 2.55% maturing in 2033. Proceeds were used to refund the City’s outstanding
Convention & Entertainment Facilities Department HOT and Special Revenue Refunding Bonds,
Series 2011B. Net present value savings totaled $1.9 million or 16.5% of the refunded bonds.

On November 16, 2017, the City issued $75,000,000 of Convention & Entertainment Facilities
Subordinate Lien HOT and Parking Revenue Flexible Rate Notes, Series A. As of December 31,
2017, the City drew down $50,000,000 of the notes.

The Corporation made principal payments totaling $21,830,000 and $9,160,000 in 2017 and
2016, respectively. The total notes payable balance includes the Corporation’s allocable portion
of the unamortized bond premiums, net of discounts, which totaled $16,968,553 and
$19,161,811 at December 31, 2017 and 2016, respectively. The Corporation funds 1/12th of
the annual principal payment each month so that, on September 1 of each year, the full
principal amount will be available for payment. These funds are held by the City.

Funds held by the City, listed as equity in pooled investments—restricted, include the debt
service reserve funds and the debt service funds, and are invested in the City’s general
investment pool. The amount of the investments held by the City was $18,756,244 and
$19,843,207 at December 31, 2017 and 2016, respectively.



CONDENSED STATEMENTS OF CHANGES IN NET POSITION
DECEMBER 31, 2017, 2016, AND 2015

OPERATING REVENUES:
Hotel revenues
Venue revenues

Parking revenues
Other operating revenues

Total operating revenues

OPERATING EXPENSES:
Hotel expenses
Venue expenses
Parking expenses
Visit Houston expenses
General and administrative
Enterprise Development

Hurricane Harvey costs
Depreciation and amortization

Total operating expenses
OPERATING LOSS

December 31,
2017

$ 85,212,181

December 31,
2016

$ 91,282,156

December 31,
2015

$ 99,806,481

21,894,656 17,322,227 16,794,009
11,112,728 8,280,885 7,732,451
3,164,259 3,107,604 3,357,103
121,383,824 119,992,872 127,690,044
34,737,078 39,011,230 38,575,885
31,071,598 30,436,248 30,844,032
8,697,558 9,573,253 9,409,365
25,585,747 24,482,295 18,285,946
42,545,839 42,356,188 38,334,538
4,145,342 4,009,565 3,592,056
60,289,168 - -
16,254,144 11,585,818 10,377,444
223,326,474 161,454,597 149,419,266

(101,942,650)

(41,461,725)

(21,729,222)

NONOPERATING REVENUES (EXPENSES):

Transfers from primary government

Sponsorship expense

Transfers to primary government

Interest expense
Interest income
Loss on capital assests disposal

Total nonoperating revenues

CHANGE IN NET POSITION

NET POSITION—Beginning of year

NET POSITION—ENd of year

67,132,522 72,152,657 74,135,879
(16,685,953) (7,834,968) (4,089,095)
(17,584,302) (18,064,748) (18,645,234)
(9,036,968) (8,512,175) (9,986,314)
452,502 527,872 280,760
(1,472,650) - -
22,805,151 38,268,638 41,695,996
(79,137,499) (3,193,087) 19,966,774
152,215,691 155,408,778 135,442,004

$ 73,078,192

$ 152,215,691

$ 155,408,778




1. Operating Revenues

Total operating revenues for 2017 and 2016 were $121,383,824 and $119,992,872,
respectively, which represents a 1.16% increase of $1,390,952. The majority of the increase in
operating revenues for 2017 was attributable to increase in venue and parking revenues
(Convention District parking garages) offset by a decrease in hotel revenue caused by
continued weakness in the local economy.

Total operating revenues for 2016 and 2015 were $119,992,872 and $127,690,044,
respectively, which represents a 6.03% decrease of $7,697,172. The majority of the decrease
was attributable to a decrease in hotel revenue and food and beverage revenue at the hotel
caused by weakness in the local economy.

2. Transfers from Primary Government

In the Consolidation Interlocal Agreement, the City assigned to the Corporation the net
available pledged revenues to pay for operating expenses, capital expenditures, and for any
other lawful purpose. The transfers represent the HOT and pledged parking revenues remaining
after debt service and other debt-related expenses, the remaining initial working capital
transfer, and the transfer of other remaining Department fund balances. For 2017, the amount
transferred from the Department was $67,132,522, a decrease of $5,020,135 from 2016. For
2016, the amount transferred from the Department was $72,152,657, a decrease of
$1,983,222 from 2015. For 2015, the amount transferred from the department was
$74,135,879. The decrease for all years is in direct correlation with HOT revenues and parking
revenues from Theater District parking garages at the City.

3. Operating Expenses

Total operating expenses increased $61,871,877 to $223,326,474 in 2017, from $161,454,597
in 2016. The increase is primarily due to disaster expenses from Hurricane Harvey.

Hurricane Harvey costs relate to flood-related damage as a result of Hurricane Harvey and its
aftermath. Cost increased $60,289,168 in 2017, from zero in 2016. The properties damaged as
a result of Hurricane Harvey are the Theater District Garages, Wortham Theater Center, and
Jones Hall. The Theater District Garages and Jones Hall were temporarily closed but reopened
in November 2017. Wortham Theater was closed and its planned reopening is September 2018.
The majority of these costs are subject to reimbursement from the City of Houston, which is
filing claims with Federal Emergency Management Agency (FEMA) and from insurance proceeds.

Hotel expenses decreased $4,274,152 to $34,737,078 in 2017, from $39,011,230 in 2016.
This decrease was primarily driven by variable costs, which correlate with the decrease in room
and food and beverage revenue.

Depreciation expense increased $4,668,326 to $16,254,144 in 2017, from $11,585,818 in
2016. The increase was mostly due to the depreciation of the George R Brown Convention
Center (GRB) expansion and new garage, which were put in service in late 2016.

Total operating expenses increased $12,035,331 to $161,454,597 in 2016, from $149,419,266
in 2015. The increase was primarily due to an increase in Visit Houston expenses, general and
administrative expenses, and depreciation and amortization expense.

Visit Houston expenses increased $6,196,349 to $24,482,295 in 2016, from $18,285,946 in
2015. The Corporation assumed the operations of the Bureau on July 1, 2014, and substantially



all of the operations are reflected in the Visit Houston expenses. In 2016, tourism and
marketing initiatives were a continuing focus, which resulted in increased advertising,
promotion, consulting and personnel expenses.

General and administrative expenses increased in 2016 by $4,021,650 to $42,356,188, from
$38,334,538 in 2015. The majority of this increase is attributable to increased personnel costs
as a result of an increase in headcount as well as an increase in convention services agreement
costs described in Note 12.

The Corporation’s operating loss, which includes the noncash charge of depreciation, totaled
$101,942,650, $41,461,725, and $21,729,222 in 2017, 2016 and 2015, respectively.

4. Sponsorship Expense

Sponsorship expense increased $8,850,985 to $16,685,953 in 2017, from $7,834,968 in 2016.
This increase is primarily from the Corporation’s support for the Super Bowl event.

Sponsorship expense increased $3,745,873 to $7,834,968 in 2016, from $4,089,095 in 2015.
This increase is primarily from the Corporation’s support for events such as the NCAA Final Four
and the Super Bowl, along with support for museums and performing arts centers.

5. Transfers to Primary Government

In the Consolidation Interlocal Agreement, the Corporation agreed to make certain payments to
the City for obligations previously paid directly by the Department. At December 31, 2017,
2016, and 2015, these payments totaled $17,584,302, $18,064,748, and $18,645,234,
respectively. As the largest of these payments is based on HOT revenues, the decrease of
$480,446 in 2017 and the decrease of $580,486 in 2016 were directly related to the
corresponding decline in HOT revenues for those respective years.

6. Interest Expense

Interest expense increased $524,793 in 2017 to $9,036,968 in 2017, from $8,512,175 in 2016.
The increase is primarily due to the increase in notes payable and the cost of issuance from
new debt offerings in 2017.

Interest expense decreased $1,474,139 in 2016 to $8,512,175, from $9,986,314 in 2015. The
decrease in interest expense is primarily due to capitalization of interest costs on construction
and interest rate decreases on the new debt offerings.

7. Completion of Construction Projects

In December of 2016, the Corporation concluded a major 36-month redesign and
reconfiguration of the Convention District. The construction project was undertaken to create a
space where people would congregate, one that would complement and integrate the nearby
green space and one that would overcome the car-centric design prevalent in Houston. The
approximately $172 million of projects included enhancements to the George R. Brown
Convention Center, the streetscape directly in front and an office building and garage.

George R. Brown Convention Center

This approximately $48.5 million project created a 100,000-square-foot first floor concourse
and atrium-like lobby. Highlighted by floor to ceiling glass walls looking out onto Discovery



Green, the new space is not only functional for meetings, registration and events, it also
provides literal transparency, allowing those inside to see the beauty of the park, the new
Avenida Houston plaza, and the Downtown skyline, and those outside to see into the building
and its activity. The project also connects the Convention Center via sky bridge to the new
Marriott Marquis, creating a focal point between the Marquis and the 1,200-room Hilton
Americas.

Avenida Houston

Outside of the Convention Center, the project created a new pedestrian plaza that spans the
five blocks in front of the GRB. This area, and the broader area surrounding Discovery Green, is
now called Avenida Houston. This was accomplished by eliminating several lanes of traffic in
front of the Convention Center. The plaza is designed to tell the story of Houston’s industrial
and natural history, while creating the public square that the city has long needed. Within the
landscaped plaza is the Wharf, an intimate special event space overlooking Discovery Green
and the new Wings Over Water sculpture. The plaza space includes five new restaurants, four of
which occupy space in the GRB.

Partnership Tower and Avenida North Garage

Located immediately north of the GRB, the ten-story, 139,000-square-foot Partnership Tower
office building was designed to house the organizations responsible for marketing and
promoting Houston. The building was substantially completed in September 2016.

With the office building, Houston First’s goal was to encourage synergy between the major
groups representing Houston that would result in improved promotion of the city. Tenants
include the Greater Houston Partnership, the Hotel and Lodging Association of Greater Houston,
the Harris County - Houston Sports Authority, Houston First and the Greater Houston
Convention and Visitors Bureau. The building cost $41 million and the attached garage cost
$59.3 million.

A 1,900-car garage connected to the east side of the Partnership Tower serves the building
itself, the GRB, the Marriott Marquis and the broader Avenida Houston. The garage was built
with a transit center to accommodate buses that once dropped off convention attendees in front
of the GRB. A similar transit center is also now at the south end of the GRB in the Avenida
South garage. Both transit centers offer covered direct access to the GRB. METRO’s new
southeast rail line serves both sides of the Partnership Tower along Rusk and Capitol streets.

The aforementioned projects combined with the financing assistance to Houston Convention
Center Hotel, LLC were funded by $198 million from debt issuance and $36.1 million of cash
from operations as described in Note 9. These investments were made in order to enhance the
value of the City’s Convention District, now rebranded as Avenida Houston, and to improve the
marketability of Houston as a tourist and convention destination. All or most of these projects
culminated in early February 2017, when Houston hosted Super Bowl LI. The new assets were
integral in hosting a successful event during which over 150,000 out-of-town visitors enjoyed a
full week of celebration where they experienced the hospitality of the culinary and cultural
capital of the South.

-10 -



HOUSTON FIRST CORPORATION

(A Component Unit of the City of Houston, Texas)

STATEMENTS OF NET POSITION
DECEMBER 31, 2017 AND 2016

ASSETS

CURRENT ASSETS:
Cash and cash equivalents
Cash and cash equivalents—restricted
Accounts receivable—net
Prepaid expenses and other assets
Deposits held by others—current
Short-term equity in pooled investments

Total current assets

NON-CURRENT ASSETS:
Notes receivable
Equity in pooled investments—restricted
Property, plant, and equipment—net
Other assets—net

Total non-current assets

TOTAL ASSETS

2017

$ 37,227,796

2016

$ 34,791,924

DEFERRED OUTFLOW OF RESOURCES—Deferred amounts from debt

refunding

LIABILITIES

CURRENT LIABILITIES:
Accounts payable
Accrued interest
Accrued expenses
Due to City of Houston
Subordinated management fee
Current portion of notes payable
Current portion of unearned revenue

Total current liabilities

LONG-TERM LIABILITIES:
Notes payable
Unearned revenue

Total long-term liabilities

Total liabilities

COMMITMENTS AND CONTINGENCIES (Notes 8, 10, 11 and 12)

NET POSITION

Net investment in capital assets
Restricted for debt service
Restricted—other (Note 2)
Unrestricted

TOTAL NET POSITION

See notes to the financial statements.

4,675,000 -
10,159,885 19,123,480
6,295,950 5,696,846
5,468,164 7,367,506
51,308,633 52,913,492
115,135,428 119,893,248
58,636,102 58,886,102
18,756,244 19,843,207
401,194,510 397,794,838
12,845,738 11,970,101
491,432,594 488,494,248
606,568,022 608,387,496
4,455,970 4,550,440
47,493,602 19,369,368
2,925,157 3,086,565
5,844,676 17,458,245
27,766,612 4,772,021
850,000 850,000
12,257,660 12,200,278
416,443 416,443
97,554,150 58,152,920
432,330,893 394,171,533
8,060,757 8,397,792
440,391,650 402,569,325
537,945,800 460,722,245
80,544,811 71,527,793
167,081 407,989

4,675,000 -
(12,308,700) 80,279,909

$ 73,078,192

$ 152,215,691

-11 -



HOUSTON FIRST CORPORATION

(A Component Unit of the City of Houston, Texas)

STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016

OPERATING REVENUES:
Hotel revenues
Venue revenues

Parking revenues
Other operating revenues

Total operating revenues

OPERATING EXPENSES:
Hotel expenses
Venue expenses
Parking expenses
Visit Houston expenses
General and administrative expenses
Enterprise development expenses
Hurricane Harvey costs
Depreciation and amortization

Total operating costs and expenses

OPERATING LOSS

NONOPERATING REVENUES (EXPENSES):
Transfers from primary government
Sponsorship expense
Transfers to primary government
Interest expense
Interest income
Loss on capital assests disposal

Total nonoperating revenues

DECREASE IN NET POSITION

NET POSITION—Beginning of year

NET POSITION—ENd of year

See notes to the financial statements.
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2017 2016
$ 85,212,181 91,282,156
21,894,656 17,322,227
11,112,728 8,280,885
3,164,259 3,107,604
121,383,824 119,992,872
34,737,078 39,011,230
31,071,598 30,436,248
8,697,558 9,573,253
25,585,747 24,482,295
42,545,839 42,356,188
4,145,342 4,009,565
60,289,168 -
16,254,144 11,585,818
223,326,474 161,454,597
(101,942,650) (41,461,725)
67,132,522 72,152,657
(16,685,953) (7,834,968)
(17,584,302) (18,064,748)
(9,036,968) (8,512,175)
452,502 527,872

(1,472,650) -
22,805,151 38,268,638
(79,137,499) (3,193,087)
$ 152,215,691 $ 155,408,778
$ 73,078,192 $ 152,215,691




HOUSTON FIRST CORPORATION
(A Component Unit of the City of Houston, Texas)

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016

CASH FLOWS FROM OPERATING ACTIVITIES:
Receipts from customers
Cash payments to suppliers for goods and services
Cash payments to employees for services
Cash transfers from the City per agreements
Cash payments to the City per agreements
Cash payments for sponsorships
Cash payments for Hurricane Harvey costs

Net cash (used in) provided by operating activities

CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES:
Payments for interest

Net cash used in non-capital financing activities

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES:
Payments for interest
Principal payment on note payable
Proceeds from debt financing
Payment for debt issuance costs
Payment for deposits held by others
Acquisition of property, plant, and equipment

Net cash provided by (used in) capital and related
financing activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Interest received on investments
Purchase of investments
Proceeds from sales and maturities of investments

Net cash provided by investing activities

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS—Beginning of year

CASH AND CASH EQUIVALENTS—ENd of year
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2017 2016
$ 130,010,384 $ 114,799,935
(93,386,639) (96,400,242)
(57,398,212) (58,035,118)
90,400,645 73,489,427
(17,584,302) (18,064,748)
(16,685,953) (7,834,968)
(42,370,394) -
(7,014,471) 7,954,286
(5,548,500) (2,995,372)
(5,548,500) (2,995,372)
(5,382,328) (7,755,916)
(21,830,000) (9,160,000)
62,240,000 -
(366,336) -
1,899,342 (1,499,967)
(20,031,161) (88,008,084)
16,529,517 (106,423,967)
156,472 251,571
(69,503,674) (19,806,212)
72,491,528 64,400,704
3,144,326 44,846,063
7,110,872 (56,618,990)
34,791,924 91,410,914
$ 41,902,796 $ 34,791,924

(Continued)



HOUSTON FIRST CORPORATION
(A Component Unit of the City of Houston, Texas)

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016

2017

RECONCILIATION OF OPERATING LOSS TO NET CASH
PROVIDED BY OPERATING ACTIVITIES
Operating loss $ (101,942,650)
Adjustments to reconcile operating loss to net cash
provided by operating activities:

2016

$ (41,461,725)

Depreciation and amortization 16,254,144 11,585,818
Decrease (increase) in accounts receivable—net 8,963,595 (5,929,085)
Increase in prepaid expenses and other assets (599,104) (1,577,609)
Increase in other assets (625,637) (4,240,704)
(Decrease) increase in accounts payable (3,182,563) 816,652
Increase in accrued expenses 405,615 1,518,263
Increase in due to primary government 22,994,591 1,881,439
Increase in accounts payable related to Hurricane

Harvey costs 17,918,775 -
Nonoperating income (expenses):

Transfers from City 67,132,522 72,152,657

Other City obligations (17,310,771) (18,609,417)

Sponsorship expense (16,685,953) (7,834,968)

Decrease in deferred revenue (337,035) (347,035)

Net cash (used in) provided by operating activities $ (7,014,471) $ 7,954,286

NONCASH TRANSACTIONS:
Fair market value adjustment related to investments $ (172,008)

$ 60,190

See notes to the financial statements.
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HOUSTON FIRST CORPORATION
(A Component Unit of the City of Houston, Texas)

NOTES TO THE FINANCIAL STATEMENTS
AS OF AND FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016

1. ORGANIZATION

Houston First Corporation (the “Corporation”) (formerly, Houston Convention Center Hotel
Corporation (the “Hotel Corporation™)), a component unit of the City of Houston, Texas
(the “City”), was formed on February 18, 2000, under the provisions of Chapter 431,
Subchapter D of the Texas Transportation Corporation Act, and Chapter 394, Vernon’s
Texas Codes Annotated, Local Government Code. The purpose of the Hotel Corporation
was to aid and act on behalf of the City in establishing, constructing, improving, enlarging,
equipping, repairing, operating, or maintaining (any or all) a 1,200-room convention center
hotel in downtown Houston (such hotel to be within 1,000 feet of the George R. Brown
Convention Center (the “Convention Center”)) (the “Hotel”) and a parking garage (the
“Parking Garage”) for approximately 1,600 vehicles adjacent to the Hotel. The Hotel was
completed in 2003 and opened on December 4, 2003.

On June 1, 2011, City’s city council (the “City Council”) approved the consolidation of the
City’s Convention & Entertainment Facilities Department (the “Department”) into the Hotel
Corporation (the “Consolidation”), effective July 1, 2011, in order to improve the
coordination of the City’s convention and entertainment ser