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Attached is the Monthly Financial Report for the period ending December 31, 2021. 
 
 

GENERAL FUND  

 

The Controller’s Office is projecting an ending fund balance of $291 million for FY2022.  This is $30 million lower 

than the projection of the Finance Department.  The difference is due to a $30 million lower revenue projection than 

the Finance Department.  Based on our current projections, the fund balance will be $125 million above the City’s 

target of holding 7.5% of total expenditures, excluding debt service and Pay As You Go (PAYGO), in reserve.   

 

Our revenue projections increased by $52 million from the November 2021 report primarily as follows 

 

• Sales Tax is higher by $49 million due to larger receipts than anticipated.  

• Mixed Beverage Tax is higher by $5.1 million due to larger mixed beverage tax receipts. 

• Interest income is lower by $2.1 million due to lower interest rates. 

Expenditure estimates increased by $23 million from the November 2021 Report primarily as follows: 

 

• City Council increased by $1.8 million due to prior year rollover allocation. 

• Limited Purpose Annexation payments increased by $5.4 million due to higher sales tax receipts. 

• Fire increased by $3 million due to increased vehicle fuel and billing and collection fees. 

• Solid Waste increased by $2.5 million due to increased vehicle fuel, the purchase of a vehicle 

tracking system and the cleanup of Homeless Encampments and Anti-Litter Abatement. 

• Parks increased by $10.5 million due to the Houston Zoo payment. 
 

 

ENTERPRISE FUNDS 

 

• The Convention and Entertainment Operating Fund increased Operating Revenues by $17 million due to an 

anticipated increase in Hotel Occupancy Tax receipts. 

 

• The Stormwater Fund Expenditures decreased by $3 million due to savings in infrastructure maintenance and 

from vacancies. 
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• The Combined Utility System increased Operating Revenues by $145 million due to increased water and sewer 

rates following the CUS Rate Study. Operating Expenses decreased by $6 million due to personnel savings.  

Non-Operating Revenues increased by $24 million mainly due to increased impact fees.  Operating Transfers 

decreased by $32 million due to lower debt service payments.  

 

• The Dedicated Drainage and Street Renewal – Drainage Charge Fund increased by $15 million primarily due to 

a higher transfer from the Capital Project Fund to reflect reimbursement from the Community Development 

Block Grant Program and the Texas Department of Transportation for road drainage and paving improvement 

projects.   

 

COMMERCIAL PAPER AND BONDS 

 

The City’s practice has been to maintain no more than 20% of the total outstanding debt for each type of debt in a 

variable rate structure.  As of December 31, 2021, the ratio of unhedged variable rate debt for each type of outstanding 

debt was: 

 

 General Obligation  2.32% 

 Combined Utility System  0.00% 

 Aviation  3.05% 

 Convention and Entertainment  4.97% 

 
 

Respectfully submitted, 

 

 
 

__________________ 

Chris B. Brown 

City Controller  
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City of Houston, Texas 

Quarterly Swap Agreements Disclosure 

December 31, 2021 

   

 

Combined Utility System Swaps  

 

General Terms: 

 

Objective.  The objective of the swaps is to hedge against the potential of rising interest rates associated 

with the Bonds and to achieve a lower fixed rate than the market rate for traditional fixed rate debt at time 

of issuance. 

 

Credit risk.  As of this date, the City was not exposed to credit risk because the swaps had a negative fair 

value.  However, should interest rates change and the fair value of the swaps become positive, the City 

would be exposed to credit risk on the swaps in the amount of its fair value.  If a counterparty’s credit rating 

falls below rating thresholds established by the agreements, collateral must be posted in varying amounts 

depending on the credit rating and swap fair value.  No collateral has been required to date. 

 

Basis risk.  The City will be exposed to basis risk on the swap because the variable payment received is 

based on a taxable index other than the tax-exempt SIFMA based rate paid by the City on the bonds.  In the 

future, if tax-exempt rates move to convergence with the taxable LIBOR index (because of reductions in 

tax rates, for example), the expected cost savings may not be realized, resulting in a higher synthetic rate.   

 

Termination risk.  The City may terminate for any reason.  A counterparty may terminate a swap if the City 

fails to perform under the terms of the contract. The City’s ongoing payment obligations under the swap 

(and to a limited extent, its termination payment obligations) are insured, and counterparties cannot 

terminate so long as the insurer does not fail to perform.  If a swap is terminated, the associated variable-

rate bonds would no longer carry synthetic fixed interest rates.  Also, if at the time of the termination the 

swap has a negative fair value, the City would be liable to the counterparty for a payment equal to the 

swap’s fair value.  

 

Remarketing risk.  The City faces a risk that the remarketing agent will not be able to sell the variable rate 

demand bonds at a competitive rate each week. 

 

A. Combined Utility System Synthetic Fixed Rate Swap 

 

On September 10, 2004, the City entered into three pay-fixed, receive-variable rate swap agreements (“the 

2004B Swaps”) related to the Combined Utility System 2004B auction rate variable interest bonds (“the 

2004B Bonds”).  The City pre-qualified six firms to submit competitive bids on the swaps. The three firms 

selected all matched the lowest fixed rate bid of 3.78%.  As of August 15, 2012, the City had converted all 

the 2004B bonds from auction rate to variable rate demand bonds (“the 2004B bonds”) and SIFMA-Index 

notes (“the 2012A and 2012B Refunding Bonds”), collectively referred to herein as the “Bonds.” On June 

1, 2017, the City remarketed the 2012B Bonds changing the index from SIFMA-Index to 70% of One-

Month US Dollar Libor plus 48.5 basis points. On June 27, 2018, due to tax reform, the City remarketed 

the 2012B Bonds to variable rate demand bonds. 

 

Terms.  The notional amounts of the swap agreements total $653.3 million, the principal amount of the 

associated Bonds.  The City’s swap agreements contain scheduled reductions to outstanding notional 

amounts that follow anticipated payments of principal of the Bonds in varying amounts during the years 

2028 to 2034.  

 

Under the terms of the swaps, the City will pay a fixed rate of 3.78% and receive a floating rate equal to 

57.6% of One-Month US Dollar LIBOR plus 37 basis points.  All agreements were effective September 

10, 2004 - the original date of issuance of the Bonds. The termination date is May 15, 2034.                    
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On November 15, 2018, the City amended the floating rate received to 58.55% of the ten-year USD-CMS 

rate.  

 

On November 7, 2016, UBS AG novated $150,000,000 notional amount to Wells Fargo Bank, N.A. 

 

Receipts and Payments. For the six months ending December 31, 2021, the City received $2,801,850.34 in 

swap revenue for these swaps and paid $131,103.17 of interest on the underlying securities.  The contractual 

rate for the City’s swap payment is 3.78%. The average effective rate for the 2004B bonds, including 

interest for the Series 2004B bonds, the City’s swap payments, and its dealer and liquidity fees, reduced by 

swap receipts, was 4.14%. In contrast, the comparable fixed rate the City paid on its Combined Utility 

System Series 2004A bonds was 5.08%. 

 

Fair value.   Because interest rates have changed, the swaps had an estimated negative fair value of $161 

million on December 31, 2021.  This value was calculated using the zero-coupon method. 

  

              Counterparty 

   Notional  Fair  Credit Rating 

 Counterparty  Amount  Value  (Moody's/S&P/Fitch) 

 Goldman Sachs Capital Markets Inc.     $  353,325,000    $           (86,574,301)  A1 /A+ /A+ 

 JP Morgan Chase          150,000,000                 (36,754,108)  Aa2/ A+/AA 

 Wells Fargo         150,000,000                 (37,176,733)  Aa2 /A+/AA- 

       $ 653,325,000    $         (160,505,142)   

 

 

B.     Combined Utility System Forward Rate Lock/Synthetic Fixed Rate Swap 

 

On November 1, 2005, the City priced a floating to fixed interest rate exchange agreement swap with Royal 

Bank of Canada (“RBC”) on a forward basis.  The City pre-qualified eight firms to submit competitive bids, 

and RBC submitted the lowest bid of 3.761%. The addition of the SIFMA-Indexed Notes diversifies the 

System’s variable rate debt portfolio. This swap was previously assigned to the 2008A variable rate demand 

bonds and the 2010B SIFMA Indexed Notes. Later, 2012C SIFMA Indexed Notes refunded 2010 SIFMA 

Indexed Notes. On August 1, 2016, the City refunded 2012C SIFMA Index Notes to CUS 2016C Libor 

Index.  On August 1, 2018, the City refunded 2016C to CUS 2018C. The new rate on the note is calculated 

at 70% of One-Month US Dollar LIBOR plus 36 basis points.  

 

Terms.  The notional amount of the swap is $249.1 million with the underlying bonds being the Series 

2018C Notes.  The swap agreement contains scheduled reductions to the outstanding notional amount 

during the years 2028 to 2034. 

 

Under terms of the swap, the City pays a fixed rate of 3.761% and receives a floating rate equal to 70% of 

One-Month US Dollar LIBOR.  The agreement became effective March 3, 2007, with a termination date 

of May 15, 2034.  On September 19, 2015, Royal Bank of Canada (RBC) novated $249,075,000 notional 

amount to Wells Fargo.   On November 15, 2018, the City amended the floating rate received to 58.55% 

of the ten-year USD-CMS rate.  

 

Receipts and Payments.   For the six months ending December 31, 2021 the City received $1,065,065.70 

in swap revenue for its 2018C swap and paid $135,903.40 on the underlying notes.   The contractual rate 

for the City’s swap payment is 3.761%. The average effective rate for the bonds, including the City’s swap 

payments and a fixed component, reduced by swap receipts was 3.62%.  

 

Fair value.   Because interest rates have changed, the swap had an estimated negative fair value of $61 

million on December 31, 2021.   This value was calculated using the zero-coupon method.   
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A C D (E = D + B) (F = E ‐ A)

QTD Actual YTD Actual

Cash Inflows

Local Fiscal Recovery Funds (LFRF)  $                    303,885  $                     303,885 
Interest Income  $                                9  $                               ‐    $                                5  $                                 9 

Total Inflows  $                    303,893  $                               ‐    $                                5  $                     303,893 

Cash Outflows ‐ Category of Spending (2), (3)

Public Health  $                      35,210  $                            279  $                        3,363  $                          3,363   $                      31,847 
Negative Economic Impacts  $                               ‐    $                               ‐    $                               ‐    $                                ‐     $                               ‐   
Services to Disproportionately Impacted 
Communities  $                               ‐     $                               ‐     $                               ‐     $                                ‐     $                               ‐   
Premium Pay  $                               ‐    $                               ‐    $                               ‐    $                                ‐     $                               ‐   
Infrastructure  $                               ‐    $                               ‐    $                               ‐    $                                ‐     $                               ‐   
Revenue Replacement (4)  $                    198,624   $                      83,589   $                    198,624   $                     198,624   $                               ‐   
Administrative  $                        7,565  $                              41  $                              41  $                               41   $                        7,524 
Future funding allocation  (5)  $                      62,495   $                               ‐     $                               ‐     $                                ‐     $                      62,495 

Total Outflows  $                    303,893  $                      83,909  $                    202,028  $                     202,028   $                    101,865 
                                 ‐                                     ‐   

Net Current Flows $                     (83,909) $                   (202,023) $                     101,865 

Note:
1. Current amounts in the Budget column are fluid and subject to change. 
2. Period of Performance: March 3, 2021 through December 31, 2024.
3.  Interest earned is included as part of this projected spend. 
4.  Revenue Replacement for FY2022. This pertains to the provision of government services due to revenue losses during COVID‐19 public 

health emergency to maintain and sustain critical services.
5.  To be used for Revenue Replacement for FY2023 and FY2024.

ARPA Local Fiscal Recovery Fund (LFRF)

For the quarter ended December 31, 2021
(amounts expressed in thousands)

Budget (1)
Current Fiscal Year Cumulative 

March 3, 2021 to 

December 31, 2021

Budget vs Actual 

(Cumulative Spend vs 

Budget)

Under/(Over)
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FY2021 Adopted Current Controller's Finance
 Actual Budget Budget YTD Projection Projection

Revenues
 Current Revenues $ 26,292 $ 27,375 $ 27,375 $ 11,239 $ 27,273 $ 27,273
  Total Revenues 26,292 27,375 27,375 11,239 27,273 27,273

Expenditures
 Maintenance and Operations 26,288 29,901 29,901 13,162 29,886 29,886
  Total Expenditures 26,288 29,901 29,901 13,162 29,886 29,886

Net Current Activity 4 (2,526) (2,526) (1,923) (2,613) (2,613)
Fund Balance, Beginning of Year 4,981 4,985 4,985 4,985 4,985 4,985

Fund Balance, End of Year $ 4,985 $ 2,459 $ 2,459 $ 3,062 $ 2,372 $ 2,372

 

FY2021 Adopted Current Controller's Finance
Actual Budget Budget YTD Projection Projection

Revenues
  Other Grant Awards $ 2,158 $ 2,087 $ 2,087 $ 588 $ 2,087 $ 2,087
  Other Service Charges 934 899 899 477 899 899
  Misc. Revenue 3 0 0 0 0 0
  Interest Income 41 25 25 13 25 25
    Total Revenues 3,136 3,011 3,011 1,078  3,011 3,011

Expenditures
 Maintenance and Operations 2,483 3,246 3,246 942 3,115 3,115
    Total Expenditures 2,483 3,246 3,246 942 3,115 3,115

Net Current Activity 653 (235) (235) 136 (104) (104)
Fund Balance, Beginning of Year 3,180 3,833 3,833 3,833 3,833 3,833

$ 3,833 $ 3,598 $ 3,598 $ 3,969 $ 3,729 $ 3,729

Houston Emergency Center Fund
For the period ended December 31, 2021

(amounts expressed in thousands)

Houston Transtar Center Fund

Fund Balance, End of Year

For the period ended December 31, 2021
(amounts expressed in thousands)

FY2022

FY2022
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Amount

COMMERCIAL Draws Draws Refunded Available Amount

PAPER FY22 Month FY22 to be Drawn Outstanding

General Obligation 

Voter Authorized 2001; 2006; 2012 and 2017 Elections

   Series G-1 0.00 0.00 0.00 75.00 0.00

   Series G-2 15.00 5.00 68.00 110.00 15.00

   Series H-2    30.00 0.00 76.00 75.00 25.00

   Series J 0.00 0.00 0.00 125.00 0.00

Non-Voter Authorized

   Series E1-Equipment & Capital 10.00 0.00 63.00 95.00 5.00

   Series E2- Equipment & Capital 5.00 0.00 16.30 33.70 36.30

   Series E2- Metro Street Projects 0.00 0.00 0.00 30.00 0.00

   Series K-1 0.00 0.00 0.00 200.00 0.00

   Series K-2 0.00 0.00 0.00 100.00 0.00

   Total General Obligation 60.00 5.00 223.30 843.70 81.30

Combined Utility System

   Series B-1 0.00 0.00 0.00 100.00 0.00

   Series B-2 0.00 0.00 0.00 75.00 0.00

   Series B-3 0.00 0.00 0.00 75.00 0.00

   Series B-4 0.00 0.00 0.00 100.00 0.00

   Series B-5 0.00 0.00 0.00 250.00 0.00

   Series B-6 0.00 0.00 0.00 100.00 0.00

   Total Combined Utility System 0.00 0.00 0.00 700.00 0.00

Airport System

   Series A&B 84.00 20.00 0.00 246.00 104.00

Total Airport System 84.00 20.00 0.00 246.00 104.00

Convention & Entertainment

  Series A 0.00 0.00 0.00 49.00 26.00

  Series B 0.00 0.00 0.00 49.00 1.00

Total Convention and Entertainment 0.00 0.00 0.00 98.00 27.00

Totals $144.00 $25.00 $223.30 $1,887.70 $212.30

City of Houston, Texas
Commercial Paper Issued and Available
For the period end December 31, 2021

(amounts expressed in millions)
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December 31, December 31, 

2021 2020

Payable from Ad Valorem Taxes

Public Improvement Bonds 
 (a)

1,918,293 1,888,435

Commercial Paper Notes
 (b)

81,300 179,900

Pension Obligations 1,497,630 1,523,220

Certificates of Obligations 13,680 12,340

   Subtotal 3,510,903 3,603,895

Payable from Sources Other Than Ad Valorem Taxes 

Combined Utility System

Combined Utility System Revenue Bonds 6,453,210 6,285,410

Combined Utility System Commercial Paper Notes 
(c)

0 170,000                     

Water and Sewer System Revenue Bonds  
(d)

139,871 147,212

Contract Revenue Obligations - CWA 48,870 52,995

Combined Utility System Subordinate Lien 445,115 457,590

Airport System 

Airport System Subordinate Lien 2,133,665 1,923,235

Airport System Sr. Lien Commercial Paper Notes
 (e)

104,000 35,000

Airport Special Facilities Revenue Bonds 
 (f)

1,172,125 924,460

Hotel Occupancy Tax and Civic Parking  

Facilities Revenue Bonds
 (g)

543,496 580,202

Hotel Occupancy Tax And Parking Revenue 

     Flexible Rate Notes, Series A&B 
(h)

27,000 21,000

   Subtotal 11,067,352 10,597,104

Total Debt Payable by the City $14,578,255 $14,200,999

(a) In November 2001, voters authorized $776 million in tax bonds. In November 2006, voters authorized $625 million in tax bonds. 

In November 2012, voters authorized $410 million in tax bonds. In November 2017, voters authorized $495 million in tax bonds.

(b) The City has authorized maximum issuance of General Obligation Commercial Paper Programs  

Series E-1: $100 million, E-2: $100 million, G-1: $75 million, G-2: $125 million, H-2: $100 million,  

J: $125 million, K1: $200 million and K2: $100 million. 

(c) The City has authorized $700 million in Combined Utility System Commercial Paper Notes.

(d) As of December 31, 2021, total outstanding includes $100.925 million accreted value of capital appreciation bonds.

(e) The City authorized the increase of Airport Senior Lien Commercial Paper Notes Series A&B from $150 million to $350 million.   

In May 2016, the Airport Inferior Lien appropriation facilities was also increased from $225 million to $450 million.

(f) The City of Houston is not legally obligated for payment of the debt service for the Special Facilitated Revenue Bonds.

All Special Facility Revenue Bonds are secured solely from Special Facility Lease Revenues.

(g) As of December 31, 2021, total outstanding includes $160.4 million accreted value of capital appreciation bonds.

(h) The City authorized $75 million of Subordinate Lien Hotel Occupancy Tax and Parking Revenue Flexible Rate Notes, Series A in 

October 2017, and authorized $50 million of Subordinate Lien Hotel Occupancy Tax and Parking Revenue

Flexible Rate Notes, Series B in May 2019.

City of Houston, Texas
Total Outstanding Debt

For the period end December 31, 2021
(amounts expressed in thousands)
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Approved by City Commercial Paper

Council for Issuance Commercial Notes Approved All Voter

Voter as Commercial Paper by City Council Authorized

Purposes Authorized Paper Notes Issued 
(a)

 but Unissued but Unissued

Streets, Bridges, Traffic Control 474,000$           474,000$          471,300$          2,700$              2,700$               

Parks and Recreation 80,000               80,000              80,000              -                   -                    

Police and Fire Departments 82,000               82,000              82,000              -                   -                    

Permanent and General   Improvements 
(b)

80,000               80,000              80,000              -                   -                    

Public Libraries 40,000               40,000              40,000              -                   -                    

Low Income Housing 20,000               20,000              20,000              -                   -                    

                  Total 776,000             776,000            773,300            2,700                2,700                 

Streets, Bridges, Traffic Control 
(C)

320,000$           201,267$          97,248$            104,019$          222,752$           

Parks and Recreation 55,000 55,000 55,000 -$                 -$                  

Public Safety 135,000 135,000 135,000 -$                 -$                  

Permanent and General   Improvements 
(b) 60,000 60,000 60,000 -$                 -$                  

Public Libraries 37,000 37,000 37,000 -$                 -$                  

Low Income Housing 18,000 18,000 7,531 10,469$            10,469$             

                  Total 625,000$           506,267$          391,779$          114,488$          233,221$           

Streets, Bridges, Traffic Control -$                   -$                  -$                 -$                 -$                  

Parks and Recreation 166,000 166,000 138,740 27,260 27,260

Public Safety 144,000 144,000 135,985 8,015 8,015

Permanent and General   Improvements 
(b)

57,000 57,000 47,301 9,699 9,699

Public Libraries 28,000 28,000 28,000 0 0

Low Income Housing 15,000 7,068 4,808 2,260 10,192

                  Total 410,000$           402,068$          354,834$          47,234$            55,166$             

Streets, Bridges, Traffic Control -$                   -                    -$                 -$                 -$                  

Parks and Recreation 104,000 47,457 -                   47,457              104,000             

Public Safety 159,000 108,299 9,073                99,226              149,927             

Permanent and General   Improvements 
(b) 109,000 79,021               19,711 59,310              89,289               

Public Libraries 123,000 48,082 19,273              28,809              103,727             

Low Income Housing -                     -                    -                   -                   -$                  

                  Total 495,000$           282,859$          48,057$            234,802$          446,943$           

Combined Total (2001, 2006, 2012 and 

2017 Elections) 2,306,000$   1,967,194$  1,567,970$  399,224$     738,030$      

(a) As of  December 31, 2021

(b) Includes Public Health and Solid Waste Management

(c) FIF Loan Addition: PIB2021D $10,100 and PIB2021E $8,583.  

Note: This schedule sets forth the categories of bond authorization approved by the voters in elections held in November of 2001 (the "2001 Election") and November of 2006 (the 

"2006 Election"),and November of 2012 (the "2012 Election"),and November of 2017 (the "2017 Election") the amount of each such authorization approved by City Council for 

issuance as Commercial Paper Notes, the amount of commercial paper. issued as of year-end, and the amount of commercial paper approved but unissued.  The City has issued all 

bonds authorized at the election held in November of 1997.

City of Houston, Texas

Voter-Authorized Obligations

For the period end December 31, 2021

(amounts expressed in thousands)

November 2001 Election

November 2006 Election

November 2012 Election

November 2017 Election
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