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PART  (1)  
QUESTIONS

Information Addressed on the following slides:
Administrative

• Rating Projected by October 5, 2020
Economy/Tax Base

• What are your expectations for the tax base going forward? What growth assumptions do you use 
when budgeting?    Reference Slide # 24  1% to 3% annual growth assumed with a 6% actual 
growth.

Finance

• Please provide year-end financial information for fiscal 2020 such as a recent board report. Overall, 
how did the year go for the district?   Reference Slide #  25   Resulting in est. $1M in excess funds. All 
financial statements are posted on our website at www.hcde-texas.org

• Please provide your fiscal 2021 budget. What are your expectations for year-end results? Reference 
Slide # 22 HCDE projects to meet budget and issue the debt as projected.  Reserves have been 
committed to support the bond issue in the debt service fund and the capital project fund. 

• Did you make any significant changes to the budget compared to the previous year?
• Reference Slide #  27 - Yes, HCDE Budget includes the values growth, address $13.5 minimum wage, 

support the bond issue with project reserves,  Head Start expansion and continuing commitment of 
special schools and therapy contracts. HCDE implemented Star Reimagined Program to improve 
systems and programs.  
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PART  
(2) 

QUESTIONS

Information Addressed on the following slides:
Finance

• Please provide a summary of the impact of coronavirus on your operations. Have there been 
any significant costs? Do you anticipate a financial impact going forward?

• Reference Slide # 26  The Department allocated $1.5M from reserves. We have used  
$567,748 YTD in general fund, and we have a reserve of $932,252 for FY 20-21. We also 
received a $1M  COVID-19 grant from HHS for the Head Start Program. CASE after school 
programs were extended and  allowed to carry forward and continue charging costs. Adult 
Education program costs continued to be charged. HCDE received a renewal of grant totaling 
$4.5M grant. HCDE has been able to adapt and deliver services virtually as well as face-to-
face. 

• How do you expect your fund balance to change over the next several years? Any significant 
draws for capital items or other needs expected in future?

• Reference Slide # 21 HCDE fund balance is $32M. We are proposing to gradually utilize part 
of the fund balance to reduce to  25% of expenditures or about $20M. We anticipate using 
available fund balance for one-time capital expenditures and debt reduction. 

• What is your fund balance policy? Do you have an informal target? 

Reference Slide #  21 Our fund balance policy is to maintain a fund balance between 15% of      
expenditures or two months (Policy CE (Local)) . We are projecting to have a fund balance of 

approximately 25% in order to maintain adequate reserves for debt reduction. 4



PART  (3)  
QUESTIONS

Information Addressed on the following slides:
Debt/Other Liabilities

• Please describe the projects to be funded with these debt issuances. 
Reference Slide # 13  We have four major projects to be funded with these debt issuances: 

Academic Behavior (AB) School East, Highpoint (Alternative) School East, Adult Education Center 
and Reagan (Irvington) administration building renovation. 

• Any anticipated changes to the tax rate? 
Reference Slide #  28 HCDE has targeted to maintain the use of the effective tax rate in the   
past (No called No new revenue rate). HCDE is committed to  maintain the rate below the Voter 

Approval Rate . No major shifts in the rate are anticipated. 
• What are your future debt plans? 

HCDE does not have project additional future debt issuance  - Reference Slide # 15  We will 
have pay-as-you-go programs of $4.5M.

• Do you have any litigation currently ongoing that could have a material impact on your finances? 
HCDE does not have any current pending litigation that could materially impact its finances. 

• Please provide the legal documents (indenture, lease agreement, etc) associated with the lease 
revenue sale. What assets are included in the lease? 

Assets include a security interest in the lease and all of the improvements but not the 
sites/land. The land is currently owned by the Department, and therefore, the Department is 
leasing the land to the Public Facilities Corporation (PFC). The lease will match or exceed the              

amortization period of the Lease Revenue Bonds.
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About Us
HCDE – RE-Imagined 

• HCDE is a local governmental 
entity that operates under 
former Texas Education Code 
Chapters 17 & 18 pursuant to 
Tex. Educ. Code § 11.301

• Mission: Improving the 
educational opportunities in 
Harris County

• Taxing Authority is $.01 over 
Harris County

• 7-member Board & County 
Superintendent

• Tax Exempt – Federal, State, and 
Local

• Serving 25 in-county 
independent school districts

• TEA LEA # 101-000
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COVID 19 Impact
HCDE – Reimagined 

Financial

• $Revenues not realized – Projected 

• $Projected Fund Balance Use

• Contingency Plan to reduce costs and 
maximize revenues – Resulting in NEW 
Projections – Net Excess Rev over Expenses  

Operational

• 6 months of Home Engagement & Star 
Reimagined 

• Service Delivery via distance communication
• Special Schools – Committed and billed 

semiannually
• School-Based Therapy – Online service delivery
• Choice Partners – Online service delivery
• Records – Scanning and online service delivery
• Grants – Online service delivery – Head Start; 

CASE; Adult Ed. 
7
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The HCDE Story 
The 

Market

Our market is primarily the 
25 independent school 

districts in Harris County. 
95% of activity in-county.  

Secondary markets include 
out of county districts, 
universities, and local 

governments. 

Financial
Budget: $175 Million

CIP Program: $50 Million

Annual Debt Service: 
$3,100,000

Grants Totaling $36M

Fund Balance of $32M 

Trust

HCDE is a leader in 
the region providing 

special school 
services, school-based 

therapy services, 
adult ed classes, 

after-school programs 
and other services

Cost Savings Model

HCDE leverages .005 (half a 
penny) to generate  over 
$126.96 M in economic 

activity

Business 
Model

Results in $3.2M in excess 
funds in 2019 and $1M in 
2020, which are used to 
lower costs for school 
districts and invest in 
program expansion.
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HCDE Brand 

Unique 
HCDE is the only county school 
district in Texas – A successful 

unicorn

Filling Gap Market
Focused on filling-in the gap in 

education,  Special Schools, 
Therapy, After School, and Early 

Childhood

Established 
Over 131 years in 

existence 

Authentic
Quality and 

transparent services 
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HCDE  CIP 
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III.  Capital Improvement 
Plan (CIP)

$51 Million    
Proposed Projects
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Capital Improvement Plan
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The Capital Improvement Plan – Proposal       $51 Million
AB East 
Special 
School

A new ABS East 
campus

to complement the 
new ABS West 

campus. 
ABS East has 

exceeded its capacity, 
and a larger facility is 

needed –
40,000 sq. ft. 

To provide enhanced 
facilities 

HP East 
Middle 

School Wing

A new Highpoint East 
campus to

provide adequate 
facility for middle 
school students.

Facility needed is 
13,750 sq. ft. 

New Adult Ed 
Center and 

Renovations

A new Adult Education 
Center for 

adult ed classes and 
workforce 

development is  
needed –

40,500 sq. ft. 

Reagan -
Irvington 

Renovations

Remodeling of the 
Irvington 

administration 
building.

Over 60,000 sq. ft. to 
modernize and 

reimagine HCDE. 
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Capital Improvement Plan – Phase one $50,946,770

14

5,740,000$              2 yrs
PFC HCDE Contribution Interest Earnings Maint Tax Notes

Sq Footage
Highpoint East 13,750           4,909,645              1,870,000                 47,500                       1,089,500                        
AB East Addition 43,605           12,943,640            2,000,000                 103,235                    2,159,000                        
Adult Ed  NEW Building 40,500           12,728,598            1,870,000                 101,153                    2,159,000                        
Admin Bdlg - Renovation 60,000           8,365,500                        
AB East Playground Addition (ADA) 600,000                           

 Subtotal 30,581,882            5,740,000                 251,888                    14,373,000                      

Total 50,946,770            
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Capital Projects 
funding 

Structure
2020 Maintenance Notes

2020 PFC Lease Revenue Bonds

No other future debt plans..
$4.5M in capital projects

will be pay-as-you-go plans.

Maintenance 
Notes

$14.3 M

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
$30.5 M

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 

services, Records Management, and 
others.) Taxes can be used for any legal 

purpose of the Department’s operations 
to include debt payments.
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HCDE   
FINANCES 
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II.  Our Finances
Business Model
Tax Base 
Fund Balance  &    

Projections
Cost Savings Report 



INTERIM FINANCIAL REPORT(unaudited) 
GENERAL FUND 

Balance Sheet as of  August 31, 2020

Note:  Strong 41% of expenditures in fund balance and high working capital at $33M.
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INTERIM FINANCIAL REPORT(unaudited) 
GENERAL FUND 

Statement of Revenues and Expenditures and changes in fund balance
as of  August 31, 2020

Note:  61% fund balance is unassigned and low debt burden at 6%
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INTERIM FINANCIAL REPORT(unaudited) 

GENERAL FUND 
Statement of Revenues and Expenditures and changes in fund

balance as of  August 31, 2020

Note:  Strong tax revenues and indirect cost due to continuation of grants over $36M.
19



INTERIM FINANCIAL REPORT(unaudited) 

GENERAL FUND 
Fee for Services Report as of  August 31, 2020

Note:  FY 20  had a .6% Reduction in revenues, but we also saw a reduction in expenditures to compensate; thus
the end-result will be a positive increase in fund balance. HCDE adapted to a changing environment. 20



INTERIM FINANCIAL REPORT (unaudited)
ASST. SUPERINTENDENT FOR BUSINESS SERVICES’ MESSAGE

As of August 31, 2020

The ESTIMATED General Fund balance at 08/31/2020 is $32,092,070 after 
current appropriations. 
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13,858,593 2,927,240,

FY 20-21

Grants 22

Adopted 
Budget
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Budgeting 
Assumptions

24

$511 Billion in Values  - Had 
projected a 3% growth –
HCDE had 6% increase in 
property values 

1% to 3% growth in contracts 
and other revenues
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PROJECTIONS AS OF  AUGUST 2020
Beginning Fund Balance 32,614,360             32,614,360                      32,614,360            

WORST CASE MOST LIKELY
GENERAL FUND   - Projections - SCENARIO AS OF PROJECTED BEST CASE

8/31/2020 8/31/2020 SCENARIO

Revenues 51,213,946                     51,213,946                  51,213,946             51,213,946        Projected Collections
Budget YTD

Taxes 24,300,312      23,491,431                     
Records 1,826,425         1,802,883                       Accruals 
AB East 3,469,001         3,715,695                       and adjustment
AB West 3,193,600         3,123,328                       pending
Therapy 10,033,388      8,578,977                       
Choice 2,375,224         3,495,130                       

Total Revenues 51,213,946                      51,213,946            
Budget is = $55,882,860

Expenditures 40,596,930                     44,287,560                  52,755,958             44,462,840        44,462,840                      

Transfers 6,068,398                       6,068,398                     6,068,398           6,068,398                        
Total Expenditures 50,355,958                  50,531,238                      50,531,238            

Budget = $63,583,267 Encumbrance (1,100,000)                   Encumbrances (1,100,000)                       
Other YE Adjustment (1,300,000)                   

Excess (1,542,012)                   (417,292)                          682,708                  
52,755,958             

Projected Ending Fund Balance 31,072,348             32,197,068                      33,297,068            
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$1,500,000 set as reserve for Covid19 
Total Spent YTD for COVID 19  from all sources  $1,003,024 in FY 19-20  (Incl. encumbrances)

• General Fund Spent         $452,427    sneeze guards, PPE, signs, masks, and (80) laptops
• Adult Ed Grant Spent       $208,847    (130) laptops and accessories  (Additional needs are available from grant)
• Head Start Spent              $341,750    (Because We care Packages) for head start families & (50) Laptops

• CASE Grant Spent        $250,000 from Head Start used as match to leverage federal funds (Additional needs are
available from grant)

• Head Start received award for $1,091,000 + $87,000 in Early Head Start ($341,750 spent), Remaining 
$836,250 as contingency for Head Start Grant.

In FY 20-21 , General Fund has committed $115,321 for (100) laptops for special schools and PPE. We will set aside the 
remaining  $932,252 as contingency. 



What is included in the budget?
FY 2020-2021

REVENUES:
• Increase in contract revenues 
• Increase in tax revenues – values 

adjustment
• Additional grants
• COVID-19 Grant

EXPENDITURES
• Increase in $13.50 minimum salary
• 4% for teachers 
• 2% for administration
• Equity for teachers 
• Health Benefits match due to TRS increase

EXPENDITURES
• Awareness campaign 

$1,000,000
• 6.17 new positions
• Star Reimagined
• Capital Improvement Plan
• Debt Service Debt Repayment

Awareness
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$.0050 
Adopted

Property Tax Rate $.01 Maximum
New rate language 

Voter Approval Rate    
e  rate 8% .005135

.004945  
NMR – no new revenue 

20

18

$.00500              
Below the VAR20

19

Variables that will impact the final rate:
1. HCDE is a Special Unit (limit of 8% cap above VAR 

instead of 3.5%)
2. Values – $511 Billion
3. Collection Rate – currently at 98%  - Projected at 98%

.004993

Utilizing 
only half of 
authority.. 
Potential 

use to 
cover 

expenses 
and 

payments 
in excess of 

$25M as 
needed

28



HCDE Business Model
HCDE has a unique business model designed to maximize and leverage resources to deliver high quality services to school 
districts, education agencies and local governments.

26% Fees for Services

$28.8 M
Includes Choice Partners 

$5.8M of all revenues

23% Taxes 

23% of the operating budget at 
$25.M

HCDE taxes .0050 cents to over 
$511 Billion in property values in 

Harris County

98.27% collection rate

33%  Grants 

Grants are used as leverage 
to attract a 5.51 to 1 ratio 

of economic activity. 
Grants include HHS Head 
Start, CASE After-School, 

and Adult Ed. 

$36.4 M in grants 29



HCDE’s Market Captured
Amount of Fees  For Service Contracts FY 20-21 (9-15-20) 

$10.2 in 
School 
Based 
Therapy

30

School Based Therapy Services
Contract Dollar Amount
Cypress-Fairbanks ISD $2,823,598.00
Katy ISD $2,484,246.00
Houston ISD (IDEA) $2,375,575.00
Spring ISD $999,658.00
Spring Branch ISD $401,144.50 $9,084,221.50 93.0%

Barbers Hill ISD (Out of Co.) Amended $88,844.00 $499,980.50 5%
Spring ISD Compensatory Service Contract $84,922.00
Dayton ISD $72,782.00
Pearland ISD $53,502.00
Angleton ISD (Out of Co.) $42,560.00
Kipp Texas Public Schools-Houston $39,320.00
Tomball ISD $36,150.00
Deer Park ISD $35,668.00
Greater Gulf Coast Cooperative (Out of Co.) 
Amended

$23,940.00

Academic& Behavior Center to Academic and 
Behavior School East

$22,292.50

Hempstead ISD (Out of Co.) $19,152.00 $187,075.50 2%
Humble ISD $18,316.00
Pasadena ISD $17,834.00
Stafford MSD $16,870.00
Columbia-Brazoria (Out of Co.) $15,960.00
Yes Prep Public Schools $14,460.00
Brazos ISD (Out of Co.) $13,920.00
Royal ISD $12,768.00
Academic& Behavior Center to Academic and 
Behavior School West

$11,568.00

Avondale House $10,622.00
Anahuac ISD Amended (Out of Co.) $7,980.00
Sweeny ISD (Out of Co.) $7,980.00
Sam Houston State University Charter $7,304.00
Varnett Charter Schools $5,181.50
Houston ISD (504) $4,750.00
Galena Park ISD $2,410.00

Total $9,771,277.50

*Amended Contract Expected for HISD $442,550
Total with addition to HISD Contract $10, 213,827.50

Billing based on face to face or 
distance (zoom) service delivery –
based on Interlocal contract



HCDE’s Market Captured
Amount of Fees  For Service Contracts FY 20-21 
as of 9/15/2020 

$7.6 in 
Special 
Schools

31

AB East     163c           $3,472,295
AB West   114c           $2,485,386

HP East     151c            $1,522,474
Fortis Academy  30c       $187,500

c = Contracts
Guaranteed billing twice a year –
based on Interlocal contract

Billing based on face to face or 
distance (zoom) service delivery –
based on Interlocal contract



HCDE’s Market Captured
Amount of Fees  For Service Contracts FY 20-21 

Total contracts for bond 
coverage   $17,881,482 /

Annual Projected Debt Service  
$3,100,000

= 5.77 X
32



Summary

Closing Comments 
• Positive Business Model 
• Reduction in tax rate to 

.004993 or less than half of 
authority 

• Expanding Contracts for 
Special Schools and Therapy 
Services 

• Guaranteed contracts and 
proven delivery methods 
during COVID-19

• Expanding Choice Partners 
Projects $5.8m

• Agile to adjust expenditures 
as needed 33

Jesus J. Amezcua, PhD, CPA, RTSBA
713-696-1371

jamezcua@hcde-texas.org
www.hcde-texas.org



Summary

Closing Comments 
• COVID-19 grants awarded from Health 

and Human Services 
• Reinvesting in infrastructure to 

provide state of the art facilities
• 5x bond coverage
• Strong Fund Balance
• Strong Property Value Expansion -

$511B in 2020
• Strong Fund Balance Policies 20-25% 

target 
• $5.51 to $1 economic impact to ISDs
• Strong Governance and Administration 
• Award-winning Business Office and No 

Letter to Management Comments 
34
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