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Agenda 
A Capital Improvement Plan has four basic 
components

1. The need – The 4 Big Projects -

2. The ability to issue debt  -CAPACITY - HCDE 
Financial Condition 

3. The structure – PFC, Maintenance Notes and 
Bonds

4. The market   - Municipal Market and the Treasury 
Market –

5. The implementation – The process -
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– INTERNAL 
UPDATE –

WHAT IS THE 
HCDE’S

FINANCIAL 
CONDITION 

AS OF MAY 31, 
2020?
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Excellent Cash Flow

Excellent Equity

Low Liabilities

Positive Business 
Model
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FEE FOR 
SERVICES 

REVENUE IN 
GENERAL FUND
AS OF MAY 31, 

2020
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ANALYSIS OF FEES THE TOP 5 
 Tax revenues:  We have collected 95% of the levy. There are $881,131 

remaining to collect over the next 3 months. The amount of collections 
expected is less than $300,000, thus leaving a potential $500K revenue 
loss. 

 Special Schools Contract Fees 

 AB East has billed 101% and summer months still pending to bill. 
HCDE will monitor its receivables in the next three months. 

 AB West has billed 83% and HCDE is still to bill summer program 
Spring Branch Contract was cancelled this year. 

 Fortis Academy has billed 140%, and it is projected to bill summer 
program. 

 HP East has billed 98% and it is projected to bill summer program. 

 School Based Therapy 

 88% of revenues have been billed. Pending additional billings.

 Records Management 

 61% of revenues have been billed. Pending additional billings.

 Choice Partners

 Transfer IN revenues are billed at 113% (60% above cost) for

 $2,686,774 and $311,550 above budget.
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PERFORMANCE MEASURES FOR 
KEY DIVISIONS
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QUESTION 
PAUSE 

9



Analysis of General Fund Projections Original As of 5 31 2020
Audited Audited Budget Budget
Actual Actual Projected Proposed

General Fund FY 17-18 FY 18-19 FY 19-20 FY 20-21
Total Fund Balance 29,412,165$         32,614,360$         32,614,360$         32,614,360$         

Required & Compliance
Inventory (93,431)                 (131,949)              (131,949)              (131,949)              
Prepaid Items (34,606)                 (37,856)                 (37,856)                 (37,856)                 
Committed - Retirement Employee Leave (500,000)              (500,000)              (100,000)              (1,000,000)           
Committed - Unemployment Liability (200,000)              (200,000)              (200,000)              (200,000)              

STAR REMAGINED - NEW PROGRAM -                         -                         -                         (963,629)               
-                         -                         

PFC Lease BOND RESERVE (1,791,529)            
Unassigned $ Fund Balance (17,769,755)          (20,930,182)          (18,089,446)          (18,100,000)          
Committed for Maintenance- Capital Projects (1,314,976)            (1,314,976)            (2,014,976)            

COVID 19 Potential Revenue Loss -                         -                         (4,000,000)            -                         
AMT for DEBT SERVICE- BOND PROG. (3,149,397)            (3,149,397)            (3,149,397)            (4,649,397)            
AMT for BOND PROGRAM/REPLACEMENT ASSETS (5,650,000)            (6,350,000)            (4,890,736)            (5,740,000)            

(28,712,165)          (32,614,360)          (32,614,360)          (32,614,360)                           

Fund Balance Minimum
Avg Expenditures Needed for Fbal
  x Sept,Oct, Nov, Dec -4 months 4,164,377$           4,419,877$           5,094,983$           5,785,377$           

16,657,506$         17,679,507$         20,379,931$         23,141,507$         
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- THE NEED -
CAPITAL 

PROGRAM 
INCLUDES 
VARIOUS 

ASSUMPTIONS 
FOR FY 2021
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4 MAJOR 
PROJECTS TO

REINVENT 
HCDE

REIMAGINED 
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A NEW AB EAST 
CAMPUS

TO 
COMPLEMENT AB 

WEST. 
AB EAST HAS 

EXCEEDED THEIR 
CAPACITY AND 

FACILITY IS 
NEEDED – 40,000 

SQ. FT.   
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A NEW HIGHPOINT EAST 
CAMPUS

TO
PROVIDE ADEQUATE 

FACILITY FOR MIDDLE 
SCHOOL STUDENTS  

FACILITY NEEDED 13,750 
SQ. FT.    
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A NEW ADULT ED 
CENTER FOR 

ADULT ED CLASSES 
AND WORKFORCE 

DEVELOPMENT 
- FACILITY IS 

NEEDED – 40,500 
SQ. FT.   
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HCDE IRVINGTON 
REIMAGINED 

 Remodeling of 
the Irvington 
building

 Over 60,000 sq. 
ft. to modernize 
and reimagine 
HCDE. 
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CAPITAL IMPROVEMENT PLAN – PHASE ONE $50,946,770

Adjust  Contingency 5,000,000$               2 yrs
Reduction Revised For Calc. Revised PFC Cost from HCDE Interest Earnings Maint Tax Notes

Sq Footage Amount
Highpoint East 13,750            7,916,645   15% 7,916,645   7,916,645   4,909,645               1,870,000                  47,500                        1,089,500                            

AB East Addition 43,605            17,705,875 34% 500,000                         17,205,875 17,205,875 12,943,640             2,000,000                  103,235                      2,159,000                            

Adult Ed  NEW Building 40,500            17,558,750 34% 700,000                         16,858,750 16,858,750 12,728,598             1,870,000                  101,153                      2,159,000                            

Admin Bdlg - Renovation 60,000            8,365,500   16% 8,365,500   8,365,500   8,365,500                              

AB East Addition 600,000       600,000                             
PHASE One 51,546,770 1,200,000                      50,346,770 50,946,770 30,581,882            5,740,000                  251,888                      14,373,000                                                                 

Per LAN  Report 600,000       
50,946,770 50,946,770             

Workforce Development TB Funded 3,000,000   2,000,000          1,000,000   
Equine Therapy TB Funded 1,500,000   1,500,000          1,000,000   

PHASE Two 4,500,000   -                                  3,500,000          2,000,000   -                30,581,882             5,740,000                  251,888                      14,373,000                                                                 
 

TOTAL 56,046,770                    HCDE Projections
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PROJECTED FUND BALANCE ACTIVITY
Cannot Use Capital Project Bond 

Restricted Use Payment Use Unassigned Fund Balance
Non spendable 131,949                     

37,856                       

Restricted -                              

Committed

      Capital Projects 1,314,976                  

       Retirement leave 500,000                     
       Unemployment Liability 200,000                     
Assigned
         Building and Veh Replacement 1,000,000                  
         Asset Replacement & Acq. 1,000,000                  
         Local construction 2,500,000                  
         QZAB Payment 691,129                             
         PFC Lease Payment 2,458,268                         
         Workforce Development 1,000,000                  
         New Program Initiative 850,000                     
Unassigned 20,930,183                                         

869,805                     7,664,976                  3,149,397                         20,930,183                                         

Audited Fund Balance 8 31 2019 32,614,360          

General Fund Projected Use 150,000                424,976                1,500,000                   1,948,654                                   
Construction Projects Fund -                         5,740,000             
Debt Service Fund (Payments) 3,149,397                   

Projected New Fund balance 8 31 2020 18,981,529                                 
General Fund Restricted 719,805                

Analysis
Expenditures 83,000,000$                     Months in Fund Balance
Incl GFund and all 6,916,667                         3                                                            
other grants and (One Month) Percent in Fund Balance
funds. 22.9%
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PHASE TWO  

 Phase Two is as follows: Scope and Funding to TBD

Workforce Development Program  $3,000,000

Equine Therapy  $1,500,000
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LOOKING 
FORWARD TO 

FY 2021 
ANNUAL 
BUDGET
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Analysis of General Fund Projections As of 5 31 2020
Audited Audited Budget Budget
Actual Actual Projected Proposed

General Fund FY 17-18 FY 18-19 FY 19-20 FY 20-21

Revenues 48,459,092$         50,434,906$         53,313,386$         55,458,518$         
Transfers IN 2,803,104             5,805,811             2,375,224             2,927,240             

Total Revenues 51,262,196           56,240,717           55,688,610           58,385,758           

Appropriations 44,202,139           47,209,425           53,024,526           55,815,929           
Tranfers OUT 5,770,379             5,829,097             8,115,267             13,608,593           

Total Expenditures 49,972,518$         53,038,522$         61,139,793$         69,424,522$         

Difference Rev to App 1,289,678$           3,202,195$           (5,451,183)$          (11,038,764)$       

Amount use as one time -$                       -$                       5,451,183$           11,038,764$         

General Fund Excess or Deficit 1,289,678$           3,202,195$           -$                       -$                       

Fee for Service Revenues 20,283,705$         21,253,073$         23,577,377$         23,601,005$         

Choice Transfers IN 2,803,104$           5,805,811$           2,750,000$           2,597,786$           
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QUESTION 
PAUSE 

22



WE HAVE THE NEED AND THE CAPACITY – NEXT IS 
THE MARKET
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ISSUES TO 
CONSIDER

24
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– MARKET UPDATE –
BOND MARKET, TREASURY MARKET, MUNICIPAL MARKET,
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THE LAW OF SUPPLY AND DEMAND
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DEMAND FOR TREASURIES AND MUNICIPAL BONDS 
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MARKET SUPPLY  - MOST CURRENT ISSUES -
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TREASURIES VERSUS MUNICIPAL BONDS
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Debt ceiling, 
Shutdown 
Sequester, FED 
Treasury Long term 
Bond Buying 
Program

Covid19, 
Fed 
Monetary  
Policy -
150 basis 
rate cut 
Bond 
Buying

Int Rate Cut, Housing 
Bubble, AIG, Swine 
Flu, unemp. 9% 
Obama Care – 225 
rate cut – monetary 
policy



CREDIT 
RATING FOR 
HCDE – LAST 
TIME -> AA
AND AA2
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MATURITIES OF AAA MMD - MUNICIPALS
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Covid 19 Impact

HCDE to borrow for 20- 25 yrs
Last PFC was for 10 yrs



US TREASURIES  5 YR 10 YR AND 30 YR CURVE
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Covid 19 Impact

Interest rates are lower than .50%
HCDE invests in 30 days and under one 
year. No motivation to extend beyond 30 
days to pick 10 basis points



POLICY 
MAKERS 

RESPONSE TO 
COVID19 
CRISIS
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33

Covid 19 Impact



S&P 500 
IMPACT

34

34

Covid 19 Impact

Bonds and Interest
Inverse relation –
Usually –unless 
monetary policy is 
implemented



IMPACT ON 
INVESTMENTS
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Covid 19 Impact
We are earning .30%



QUESTION 
PAUSE 
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NEED (CK) CAPACITY (CK), MARKET (CK)  - STRUCTURE 

 HCDE does not have an interest and sinking tax rate. 

 All funds used to pay debt come from current revenues and local taxes. 

 Maintenance Notes are designed to be paid from local taxes and subject to a 20 yr. max. 

 Maintenance notes are also used to purchase equipment, furniture, improvements, renovations, and 
services associated with operating expenses. 

 Public Facility Corporation Revenue Bonds are issued for new projects as well 
as other maintenance needs. However, the maturity can be extended beyond 20 years. This type of 
financing is guaranteed by current revenues (i.e. fee for service revenues such as Special Schools, 
Therapy, Records Management and others. This type of bond is generally about 50 to 75 basis more 
expensive than maintenance notes due to higher credit risk).
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$14,373,000
MAINTENANCE 

NOTES
 For Irvington Project –

renovation -

 For equipment, furniture and 
capital needs for three other 
projects. 
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SAMPLE 
MAINTENANCE 

NOTES

39

39

draft



PFC BOND FOR 
$30,581,882

 A PFC requires a financial 
advisor, bond counsel, real 
estate attorney, and 
underwriters. 

 A PFC is a lease between 
the PFC and HCDE.

 A PFC requires a 60 Day 
Public Notice. 

 A PFC requires title to the 
property. 

 A PFC Bond requires 
approval by PFC and the 
HCDE Board as well.       
Often called double 
appropriation. 
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SAMPLE PFC 
BOND

41

41

draft



DISTRICT 
CONTRIBUTION FOR 

$5,740,000 AND 
$251,888 FOR INT. 

EARNINGS

 Fund Balance is 
available for capital 
projects

 Interest earnings 
are projected at 
.30%. 
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CAPITAL 
IMPROVEMENT 
PLAN – PHASE 
ONE $50,946,770 
AND PHASE TWO
$4,500,000
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QUESTION 
PAUSE 
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FINANCING  TIMELINE 

 The PFC timeline is as 
follows:

 June – Feasibility 
Committee

 June – Board Update 

 July  - Feasibility Committee 
Update

 July Board Approval – and 
Public Notice Approval

 September Negotiated Sale 

 October – Bond Closing 
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TIMELINE

ANALYSIS 
STARTED IN 

EARLY MARCH
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TIMELINE

60 DAY NOTICE 
REQUIRED

 Participants

 HCDE Board

 HCDE PFC

 Financial Advisor

 Bond Counsel

 Underwriter(s)

47



TIMELINE

NEGOTIATED 
SALE 

POTENTIAL 
CLOSING 

10/22/2020
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NET PROCEEDS
Net proceeds would be as 
follows:

 $14,373,000 Maintenance 
Notes

 $30,581,882 PFC Bond

 $5,740,000 General Fund 
Contribution

 $251,888 Interest Earnings
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TENTATIVE 
IMPLEMENTATION

 October 2020 Closing

 July to September 2020  
Procurement of Architect and 
Engineers and consultants

 September  2020 Project 
Assignment to Architect

 October 2020 to February 
2021– Plan Design and 
Completion

 March 2021 to April  2021–
Procurement of Construction 
Projects

 May 2021 to August 2021  
Construction Work
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PROJECTED IMPACT TO OPERATING COSTS FOR THE FUTURE

52

Harris County Department of Education
Projected Impact of Construction Projects on Operating Budget
(Annual Cost after project completion)

Projected 
Sq Footage (b) Maint. Costs

Highpoint East Campus 13,750            8.35$ 114,813$      
AB East Campus 43,605            8.35   364,102         
Adult Ed  NEW center 40,500            8.35   338,175         
Admin Bdlg - Renovation 60,000            8.35   (a)

Projected Maintenance Costs 817,089$      

(a) Space alredy funded.
(b) Rate was based on Fy 21 projected budget.



WHAT IS NEXT?
 Review of 

information

 Publish notice 

 Monitor the market

 Monitor the financial 
condition

 Approve the budget

 Continue with 
projects
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QUESTIONS AND 
FEEDBACK?

Thank you. 

James Colbert Jr. 
Superintendent

Dr.  Jesus Amezcua, CPA, RTSBA, 
Assistant Supt for Business

 jamezcua@hcde-texas.org
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