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2) The Actuarial Liability is the Actuarial Present Value of benefits accrued as of the 
valuation date. 

3) Valuation Assets are equal to the market value of assets as of the valuation date, if any. 

4) Unfunded Actuarial Liability is the difference between the Actuarial Liability and the 
Valuation Assets.  The UAAL is being amortized as a level dollar amount over the 
maximum of 30 years, as permissible under GASB 45. 

 
Projections of benefits for financial reporting purposes are based on the plan as understood by 
the Authority and the plan members and include the types of benefits provided at the time of 
each valuation and the historical pattern of sharing of benefit costs between the Authority and 
the plan members to that point.  The actuarial methods and assumptions used include 
techniques that are designed to reduce the effects of short-term volatility in actuarial accrued 
liabilities and the actuarial value of assets, consistent with the long term perspective of the 
calculations.  Actuarial assumptions used included a discount rate of 4.5% compounded 
annually, mortality table, withdrawal rates, disability rates, retirement rates, participation, 
health care cost trend rates, marriage assumptions, annual retiree claim costs, age slope and 
retiree premiums.  The health care cost trend rates assume claim costs in future years equal the 
starting claim costs adjusted for the assumed ongoing cost trends.  Such trends are based on the 
health care cost trend rate adjusted for the impact of plan design, cost containment features and 
Medicare coordination.   

 
10. Risk Management 
 

The Authority is exposed to risk of financial loss from fire, windstorm, explosion and other 
perils that could damage or destroy assets and properties and cause loss of income should assets 
and properties be shut down for an extended period of time.  The Authority is also exposed to 
third-party bodily injury and property damage claims arising from the operation and ownership 
of its properties and from losses resulting from on-the-job injuries sustained by employees. 

 
The Authority has purchased retrospective-rated insurance policies for workers’ compensation, 
general liability and automobile liability.  At December 31, 2009, the Authority was insured for 
the following loss limitations: 
 

  Workers'  General  Automobile 
  Compensation  Liability  Liability 
       
Per Accident  $200     
Bodily Injury Each Accident    $200  $200 
Property Damage    $100  $100 

 
The Authority’s insurance policy also includes a maximum loss liability provision of $3,500 for 
the period from March 1, 2009 through March 1, 2010.  Settled claims did not exceed the 
insurance coverage during the last three fiscal years. 
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There were no claims liabilities at December 31, 2009 and 2008.  Claims liability, if any, is 
based on the requirements of GASB Statement No. 10, which requires that a liability for claims 
be reported if information prior to the issuance of the financial statements indicates that it is 
probable that a liability has been incurred at the date of the financial statements and the amount 
of the loss can be reasonably estimated.    
 

 
11. Commitments and Contingencies 

 
Commitments 

 
At December 31, 2009 the Authority had committed approximately $65,746 for supplies, services, and 
the purchase of equipment and the expansion of facilities. 

 
Litigation and Claims 

 
The Authority is a defendant in various legal actions arising in the normal course of business; it cannot 
predict the results of such litigation.  However, based on consultation with outside counsel, the 
Authority generally believes the outcome of such matters will not materially affect its financial position, 
except that it cannot reach such conclusion at this time regarding the lawsuits described below. 
 
The Authority is a defendant in a breach of contract action brought by Zachry Construction Corporation 
(“Zachry”) in November 2006.  The lawsuit arises out of a contract which the Authority entered with 
Zachry in June 2004 for the construction of the initial 1,660 feet of dock at Bayport.  A change order 
later added an additional 332 feet of dock.  Zachry originally intended to construct the dock “in the dry” 
behind an earthen cofferdam, which was to be made rigid and water impermeable through soil freezing 
technology. 
 
In general, Zachry sought to fault the Authority for Zachry’s decision to abandon the plan to freeze the 
cofferdam and complete the work “in the wet.”  Zachry also claimed that the Authority wrongfully 
withheld $2,600 in liquidated damages.  The Authority disputed all of Zachry’s contentions. 
 
The case proceeded to a jury trial on October 20, 2009 and ended with an adverse jury verdict returned 
on January 21, 2010 after 35 days of evidence.  On April 28, 2010, judgment was entered by the trial 
court in favor of Zachry on its claims totaling $19,993, with prejudgment interest totaling $3,451.  The 
trial court denied the Authority’s motion for judgment non obstante veredicto. 
 
The Authority intends to file a motion for new trial, and if necessary will appeal the case. 
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Required Supplementary Information 
 

Port of Houston Authority Restated Retirement Plan 
Schedule of Funding Progress 

(in thousands) 
(unaudited) 

 
 

a) Actuarial Valuation Date 
August 1, 

2009 
August 1, 

2008 
August 1, 

2007 
     
b) Actuarial Value of Assets $   93,179 $   96,724 $   101,148 
     
c) Actuarial Accrued Liability (AAL) $ 122,093 $117,731 $109,919 
     
d) Unfunded (Overfunded) 

Actuarial Accrued 
Liability (UALL) (c-b) 

 
 

$   28,914 

 
 

$  21,007 

 
 

$    8,771 
     
e) Funded Ratio (b/c)     76.3%     82.2%     92.0% 
     
f) Annual Covered Payroll (Actuarial) $  32,695 $  32,270 $  28,621 
     
g) UAAL as a % of Covered Payroll (d/f)      88.4%      65.1%      30.6% 
     

 
 

Port of Houston Authority OPEB Obligation 
Schedule of Funding Progress 

(in thousands) 
(unaudited) 

 

 
 
       

a) Actuarial Valuation Date 
January 1, 

2009 
January 1, 

2008 
January 1, 

2007 
     
b) Actuarial Value of Assets $           - $           - $           - 
     
c) Actuarial Accrued Liability (AAL) $ 118,692 $ 107,292 $ 107,292 
     
d) Unfunded (Overfunded) 

Actuarial Accrued 
Liability (UALL) (c-b) 

 
 
$ 118,692 

 
 
$ 107,292 

 
 
$ 107,292 

     

e) Funded Ratio (b/c)         0.0%     0.0%         0.0% 
     
f) Annual Covered Payroll (Actuarial) $   32,310 $   26,286 $   26,286 
     
g) UAAL as a % of Covered Payroll (d/f)    367.4% 408.2%    408.2% 
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