




















 
Board Packet 

January 27, 2009 
 

Executive Summary 
Agenda Item 4 

Discussion and Action concerning the establishment of Reserve Funds 
 

BACKGROUND:  
Per the audited FY2008 financial statements, the District has $6,193,116 in un-restricted 
General Fund balance.   As un-restricted funds, the staff, with Board approval, can 
incorporate these funds into the operating budget to pay for any project.  In fact, several 
recent capital projects have been paid for with these funds.  The FY2009 budget includes 
up to $1.52 million in projects designated for retained earnings in the fund balance. 
 
Staff are recommending that the Board designate the General Fund as reserves in order to 
provide direction on how to use the funds. 
 
FINANCIAL:  
The designation of reserves could impact the availability of funds in future budgets. 
 
LEGAL:  
Legal Counsel has not reviewed the report. 
 
RESOURCE:  
Mike Petter 
 
RECOMMENDATION:  
Staff recommends the designation of the following reserves.  If the Board accepts staff 
recommendations, resolutions will be prepared for the next Board meeting. 
 
Six Month Reserve, funding equivalent to 6 month’s budgeted revenue in the General 
Fund 
 
Revenue Protection Reserve, funding equivalent to 3 months revenue in Water, Waste 
Water and Administration for unanticipated repairs, replacements, or capital purchases. 
 
Repair, Replacement and Capital Reserve, funding equivalent to recommendations 
from Public Works and Parks and Recreation for anticipated improvements, 
replacements, repairs, and capital purchases. 

 
ATTACHMENTS: 
Description of funding and establishment of reserves 
 
RECOMMENDED MOTION: Motion to approve designation of reserves as presented. 
 



Funding Strategy 
 
One of the questions that keeps surfacing when the District is considering a new project 
or purchase, is, “Can we afford it?”  We also face these questions when making 
recommendations on tax rates, utility rates, recreation fees, and setting budgets.  
Although the District has a large amount of cash and regular revenue streams, there is no 
clear policy for the purpose for the fund balances or what the revenue streams are meant 
to pay for among the various cost centers.  The following document is staff’s 
recommendations to the Board in regards to setting policy for long range planning. 
 
Fund Balances 
The District tracks revenues, expenses, assets and liabilities among three Funds; the 
General Fund, Debt Service Fund, and Capital Fund.  Each fund is identified, in general, 
by the source of revenue and the restrictions on the revenue.  The first question of the 
equation is what does the District want to do with the net assets (fund balance) that are 
currently on the books. 
 
The focus of this presentation is the General Fund.  The General Fund has a value of 
$7,080,188 as of 9-30-08.  This represents 10.28 months of the FY2009 budget.  Of this 
amount, there are some restrictions and designations; 
 
 Funds designated for Parks Capital projects  $188,970 
 Funds designated for the Defined Area debt  $193,651 
 Funds designated for utility deposits   $504,451 
 
After deducting these restricted amounts, the fund balance is equivalent to 9 months of 
the FY2009 budgeted revenue.  The Fund Balance does not necessarily mean cash and 
investments.  The fund balance includes the value of other assets and liabilities as well. 
 
There are four categories within the General Fund;  
 
Administration which includes the cost centers Administration, Executive, and Customer 
Service (FY2009 budgeted revenue $2,372,466). 
 
Services which includes the cost centers Water Distribution, Water Treatment Facility, 
Solid Waste and Waste Water (FY2009 budgeted revenue $5,009,910). 
 
Recreation which includes the cost centers Community Center, Parks Programming, and 
Pool Programming (FY2009 budgeted revenue $871,280). 
 
Maintenance which includes the cost centers Facility Maintenance, Park Maintenance, 
Pool Maintenance, and Grounds (FY2009 budgeted revenue $20,500). 
 
The District could adopt a policy that all current General Fund net fund balance amounts 
remain un-restricted or un-designated.  However, this leaves little direction to staff in 
developing rates and budgets.  Staff is recommending that the Board designate reserve 



balances, one for a Six Month Reserve, one for Revenue Protection, and one for Repair 
and Replacement and Capital Investment.    



Designated Funds 
Parks Capital Funds 
The Parks Capital funds are generated from the Builders Park Fee charged per LUE 
purchased by a builder.  The current fee is $691.53 per LUE and increases by 3% each 
April 1.  The funds are transferred each month to a designated bank account at First 
Texas Bank.  These funds were reconciled in fiscal year 2007.  The bank account balance 
at 11-30-08 was $196,758. 
 
There are two additional investment accounts designated as Park accounts.  These 
accounts have had no activity since before FY2000 except to generate interest.  There is 
no documentation as to the purpose of these accounts and these funds have not been 
reflected in the audited financial statements with any restrictions.  The Texpool account 
balance at 11-30-08 was $84,782 and the LOGIC account balance was $69,509.  The 
recommendation from the previous District engineer was that these accounts would be 
combined with the Builders Park Fee account. 
 
There is no clear direction as to when or for what types of purchases these funds would 
be used except that they would be for capital purchases related to the parks.  The one 
exception is the Builders Park fee revenue from Sendero Springs.  These funds are used 
to pay down the debt associated with the purchase of the Sendero Springs pool.   
 
The long term risks associated with these funds is that once the District reaches full build 
out and no additional LUEs are sold, the Builders Park fee will be eliminated. 
 
Recommendation 
Staff recommends consolidating the Builders Park Fee account with the Park Fund 
accounts from Texpool and Logic.  This would bring the fund balance to $351,050. 
 
Staff recommends the Board designate the funds for capital purchases related to the 
Parks, Trails Pools, and Community Center that are in excess of 5% of the annual 
budgeted operating expenses for Parks and Recreation.  For example, the annual 
operating expenses in Parks and Recreation programming and maintenance for FY2009 is 
$2,3985,220 so any capital purchase in excess of $119,760 would be funded through the 
Parks Capital fund.  Capital purchases less than $119,760 would be funded from annual 
revenue or other fund sources.       
 



Defined Area Debt Service 
The District has been charging taxpayers a defined area tax since FY2006.  The tax in the 
first two years was an operation and maintenance tax.  In FY2008, the tax rate was split 
between an operation and maintenance tax and a debt service tax.  Beginning with 
FY2009, the tax rate is all for debt service.  The operation and maintenance tax receipts 
are invested in a separate account with LOGIC and had a balance as of 11-30-08 of 
$377,482.  The debt service tax receipts are currently in an account with First Texas Bank 
and had a value of $161,149 as of 11-30-08. 
 
The debt service tax revenue may only be used to pay down debt associated with Defined 
Area bonds.  Due to this restriction, these funds have priority when making debt 
payments. 
 
The operation and maintenance tax receipts have been identified by Board resolution to 
be used for developer reimbursements for the Defined Area, for debt service payments on 
Defined Area bonds, or for other Board authorized purposes within the Defined Area.  
These funds are secondary when paying Defined Area debt service. 
 
Recommendation 
There are no recommendations at this time. 
 



Utility Deposits 
The District maintains deposits for most utility customers.  Once the customer closes out 
their account, the deposit is applied against any remaining balance on their last bill and if 
there is a credit, it is refunded.  These funds are maintained in a separate bank account 
with First Texas Bank and had a balance of $506,475 at 11-30-08.  The balance will 
agree within a few percentage points to the outstanding deposit report from the utility 
billing system. 
 
Recommendation 
There are no recommendations for these funds. 



 
Unreserved Funds 
After deducting the above mentioned designated funds, the General Fund has an 
unreserved balance of just over $6 million as of 9-30-08.  Staff is recommending that 
purposes be formally identified for these funds.  These recommendations reflect 
accounting transactions in order to report reserves on the balance sheet.  These do not 
necessarily result in actual funds being moved from account to account. 
 
Six Month Reserve 
The District’s financial advisor has recommended that the District maintain a minimum 
six month reserve (based on annual budgeted revenue) for unanticipated expenditures 
related to repair or replacements.  Lenders evaluate the strength of District reserves when 
rating debt issues as well.  Staff supports this recommendation due to the variety and 
level of services the District offers. 
 
The basis for the reserve would be the preceding year’s audited financial statement 
revenue for all General Fund revenues.   
 
Following the issuance of the audited financial statements each year, the Controller will 
present to the Board the amount of the General Fund revenues from the financial 
statements and recommend increasing or decreasing the reserve based on that amount.  If 
the reserve needs to be increased, the funding would come first from any unrestricted 
fund balance and then from the Revenue Protection Fund balance.  If the reserve needs to 
be reduced, a transfer would be made to fully fund any other reserves or to unrestricted 
fund balance.   
 
Based on the FY2008 General Fund revenue in the audited financial statements, the Six 
Month Reserve would be $4,304,000.  The reserve balance would be tracked by each cost 
center that generates revenue; Water, Wastewater, Solid Waste, Administration, 
Recreation, Maintenance. 
 
The benefit of recognizing this reserve is that it would be clear what the funds have been 
set aside for and there would be no risk of un-knowingly dipping below the reserve 
amount and risk expending funds set aside for unanticipated emergencies and risk the 
District’s bond rating.  The risk is that by formally setting the reserve, the Board would 
have to take action to use the funds for any future project.  There is also the risk that as 
revenue grows, taxes and fees may have to increase in order to maintain the reserve 
balance. 
 
 



Revenue Protection Reserve 
Staff further recommends adopting a Revenue Protection Reserve for Water, Wastewater, 
and Administration.  The Revenue Protection Reserve would maintain services in those 
areas that are critical to continue operating and staffing even if, for any reason, the 
revenue stream has significantly declined or terminated.  This would not include solid 
waste, maintenance or recreation as these areas either do generate significant revenue, or 
do not have outstanding debt, or are not critical.  Staff recommends funding the Revenue 
Protection reserves at 25% of the annual budgeted revenue in each category.  
 
Why fund a Revenue Protection Reserve if the District is already funding a Six Month 
reserve?  The Six Month reserve is funded to cover unanticipated capital expenditures or 
repairs and replacements that could not be funded from operating revenue.  Additionally, 
if the District had to use any of these funds during the issuance of a bond, there would be 
a risk any lender would see this as a negative impact.  Therefore, staff are recommending 
funding a Revenue Protection Reserve for short term drops in funding. 
 
During the budget presentation process, the Controller would recommend the funding 
level required for each category.  If the current funding level was less than required, the 
budget would need to reflect a reduction in expenses or increased revenue in order to 
fully fund the reserve by fiscal year end.  If the reserve was in excess of the amount 
needed, the difference would be transferred to either unrestricted fund balance or the 
Capital Reserve. 
 
During the fiscal year, if revenue declined, for example a wet summer reduced water 
consumption, staff would recommend a budget adjustment that would either transfer 
funds from the revenue reserve or reduce expenditures in order to resent a balanced 
budget. 
 
Based on the FY2009 budget, the funding for these reserves would be $1,588,000.   
 
There are several benefits to funding the Revenue Protection Reserve.  The first is that it 
requires staff to address revenue shortfalls and how they will be handled during the fiscal 
year instead of just focusing on expenses.  By providing a source of funds for short-term 
revenue deficits, the District does not have to re-act to unplanned shortages through fee 
increases, lay-offs, or delays in essential expenditures.  Agreeing to fund this reserve 
assists staff in developing and recommending fee structures. 
 
The drawback of funding another reserve is that it may result in increased fees or taxes in 
order to fund it at the appropriate level. 



Repair and Replacement and Capital Purchases Reserve 
If the District chooses to fund the Six Month Reserve and the Revenue Protection 
Reserve, there will be approximately $300,000 remaining in the unrestricted General 
Fund balance based on the financial statements for fiscal year 2008.  If the District funds 
all capital projects from retained earnings that are budgeted in FY2009, these funds will 
be exhausted. 
 
The District has consistently funded capital expenditures as a “pay as you go” policy 
which means that capital expenditures are paid for from current year revenues.  The 
exceptions to this have been the expenditures paid with escrow funds and the membrane 
expansion which is budgeted to be paid from retained earnings.  However, to adequately 
determine rate structures, especially in the utility cost centers, the District should 
establish a Capital Purchase and Repair and Replacement reserve.  An alternative would 
be to adopt policies to determine when large expenditures should be funded through the 
issuance of debt. 
 
Ideally, the repair and replacement reserve should be funded at a level as determined by 
known risk, not as a percentage of annual revenue.  Staff recommends that both Public 
Works and Parks and Recreation departments prepare recommendations to the Board for 
funding this reserve based on the Master Plans.  We do not recommend funding a Repair 
and Replacement or Capital Purchase Reserve for Administration. 
 
The source of funds for the R&R / Capital Purchases Reserve for Utility Services could 
be designated by the Board to be funded from existing unrestricted funds.  If not funded 
there, the funds would have to be generated through taxes and / or fees.  The Parks and 
Recreation and Maintenance R&R / Capital Purchases Reserve would be funded through 
the Parks Capital fee revenue and existing Parks Fee reserve until such revenue is 
eliminated through 100% build out.  At that time, funding would come from fees or 
grants. 
 
The benefit of maintaining such a reserve is that it helps planning for capital purchases by 
identifying the what, when, and where, in the development of the funding level.  The 
District is limited in borrowing for capital purchases or must issue voter approved bonds.  
The ability to borrow is not available for Parks and Recreation capital purchases. 
 
The downside, as is with funding any of these reserves, is how to raise the funds.  The 
remaining $300,000 in unrestricted funds represents just .75% of the value of the 
District’s water, wastewater, and related equipment assets.  Most of this $300,000 will be 
used to fund current year capital projects that we budgeted in the Board contingency. 
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Summary 

Agenda Item 5 
Discussion and Action concerning the establishment of policies and strategies for 

funding Cost Centers 
 

BACKGROUND:  
The District has four primary sources of revenue for the General Fund, property taxes, utility 
revenue, parks and recreation fees, and investment and fees revenue.  There is no clear policy 
regarding which expenditures these funds are collected for and therefore no easy process to 
determine at what level the fees and rates should be set. 
 
Staff are recommending that specific revenue streams be assigned to specific cost centers.    
 
FINANCIAL:  
The establishment of funding policies would assist staff in recommending fee and rate levels. 
 
RESOURCE:  
Mike Petter 
 
LEGAL: Legal Counsel has not reviewed the report. 
 
RECOMMENDATION:  
Staff recommends the following funding formulas.  The formulas would be reviewed each 
year during the budget process.  If the Board accepts staff recommendations, resolutions will 
be prepared for the next Board meeting. 
 
Administrative Costs will be funded through District Operation and Maintenance property 
tax revenue and 10% of revenues collected by all other cost centers in addition to the revenue 
currently recorded in these cost centers. 
 
Utility Services will be funded from utility and solid waste fees and other revenue currently 
recorded in these cost centers.  In addition to the 10% of revenue that utility services would 
transfer to administrative cost centers, utility services would fund parks and recreation 
program costs. 
 
Maintenance (facility, grounds, parks, pools) will be funded by through District Operation 
and Maintenance property tax revenue 
 
Parks Programming will be funded with a transfer from utility services based on the 
number of active LUEs within the District in addition to the programming fee revenue 
collected. 
 
ATTACHMENTS: 
Description of cost center funding 
 
RECOMMENDED MOTION: Motion to approve polices and strategies for funding cost 
centers as presented. 
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Executive Summary 

Agenda Item 6 
Discussion and Action concerning adoption of new water and wastewater rates for 

District customers and new water rates for out-of-district customers 
 

BACKGROUND:  
 The Board has received and accepted a rate study report from K Friese / Rimrock 
consulting that has recommended changes in all the utility rates and impact fees.  The 
study did not recommend specific rates but identified a rate level that would be required 
if the District solely relied on rate income to support utility costs.  The District does have 
other sources of funding including impact fees and tap fees.  However, these will 
terminate once the District reaches build out.  The following recommendations 
acknowledge the rates reflected in the Rate Study but also take into account the District’s 
current budget, and existing sources of revenue. 
 
FINANCIAL:  
The current budget clearly indicates that Waste Water revenue is not adequate to support 
the costs of the system.  Out-of-District water customers do not pay property taxes and 
are therefore not supporting capital costs associated with the long term water project. 
 
LEGAL: Legal Counsel has not reviewed the report. 
 
RESOURCE:  
Mike Petter 
 
RECOMMENDATION:  
Staff recommends the District increase Out- of- District water rates to be equivalent to 
the District customer water revenue as a percentage of the Rimrock rate study.  If 
approved, staff will prepare a revised rate order for the next Board meeting.  Any rate 
change would be effective on the first billing cycle date 45 days after the approval of the 
changes. 
 
Current Out-of-District Water Rates 
Peak Volume Rate  $2.75 per 1,000 gallons 
Off-Peak Volume Rate $2.10 per 1,000 gallons 
Base rate   $14.00 per 5/8 “ meter 
 
Recommended Out-of-District Water Rates 
Peak Volume Rate  $2.75 per 1,000 gallons 
Off-Peak Volume Rate $2.10 per 1,000 gallons 
Base rate   $37.42 per 5/8 “ meter 
 
 



 
 
Staff recommends the District increase Waste Water rates for all customers.  If approved, 
staff will prepare a revised rate order for the next Board meeting.  Any rate change would 
be effective on the first billing cycle date 45 days after the approval of the changes. 
 
Current Waste Water Rates 
Volume Rate   $1.90 per 1,000 gallons 
Base rate   $8.00   
 
Recommended Out-of-District Water Rates 
Volume Rate   $2.70 per 1,000 gallons 
Base rate   $6.00   
 
ATTACHMENTS: 
Recommendation of rate changes 
 
RECOMMENDED MOTION: Motion to approve increase in water and wastewater 
rates for District customers and water rates for out-of-District customers. 



Brushy Creek Municipal Utility District 
 

Discussion Regarding the Setting of Utility Rates for Waste Water and Out 
of District Water 

 
The District accepted a rate study report in FY2008 that identified a need to increase all 
utility rates.  The report indicated the District’s cost of service for Waste Water and Out 
of District Water would support significant increases. 
 
Water Service 
 
The rate study indicated that the District’s water rates for off-peak months was actually 
slightly higher than where they needed to be but peak rates were at only 65% of the 
maximum rate in the study.  If we make an assumption that all accounts in the District are 
at the same base rate and back into the revenue using the current base rate and volume 
rate, the current rates generate 80% of the revenue that the rates in the study would 
produce. 
 
Revenue based on Current Rates assuming all residential meters 
   Total $2,750,303  

 
Base Fee 
Revenue  809,536  

 Volume Revenue Peak 1,088,449  
 Volume Revenue Off Peak 852,318  

 
Revenue based on Rate Study  $3,423,464  80.34% 
 Base Fee Revenue  809,536   
 Volume Revenue Peak 1,749,434   
 Volume Revenue Off Peak 864,494   

 
 
At this time we are not recommending any changes to the Water rates. 
 
 
 
 



Out-of- District Water 
 
The Out-of-District water customers are Out-of-District and therefore do not pay property 
taxes to the District.  A significant portion of the District property tax revenue is for debt 
service payments related to the construction of the water treatment facility that provides 
water to the Out-of-District customers.  The rate study indicated a need to double the 
revenue from Out-of-District customers.   
 

 
Out of District 
Water      

  FY2008 BB Water Revenue $96,272  
   Consumption-Peak 12,712,900  

   
Consumption-Off 
Peak 12,715,000  

       
 Water Rates Current  195 Users 
   Volume Off Peak 2.10  
   Volume Peak 2.75  
   Base  14.00  
       
 Rate Study Calculations    
   FY2009    
   Volume Off Peak 2.75  
   Volume Peak 5.66  
   Base  37.42  
       
   FY2010    
   Volume Off Peak 2.79  
   Volume Peak 5.75  
   Base  37.11  
       

 
Revenue based on Rate 
Study  $195,628  

  
Base Fee 
Revenue  87,563  

  Volume Revenue Peak 73,099  
  Volume Revenue Off Peak 34,966  

 
However, staff are recommending that the rates for Out-of-District Water be set at a level 
that would generate approximately 80% of the revenue the rate study rates would 
generate based on the same number of customers.  This would set their rates at the same 
percentage of the rate study rate as District customers.  Based on staff recommendations, 
the volume rate would remain the same and the base rate would increase to $37.42 from 
$14.00.  This is the same base rate recommended in the rate study and generates just over 
76% of the revenue that the rate study rates would generate.    
 
 
 
 
 
 



Out of District Water Rates 
Revenue to reach 80% of Rate Study Revenue ($156,500) 
   Total $149,225 

 
Base Fee 
Revenue  87,563

 Volume Revenue Peak 34,960
 Volume Revenue Off Peak 26,702
     
Impact to average monthly bill of 8,000 gallons (off peak) 
 Current Rate  $30.80
 Rate Study Rate  $59.42
 Proposed Rate  $54.22
 
   

 



Waste Water Rates 
 
The Waste Water cost center is clearly not generating enough revenue to cover the 
operating expenses related to delivering waste water services to the District’s customers.  
This is primarily driven by the Regional Waste Water contract.  The FY2009 budget 
reflects the Waste Water cost center is operating at a $320,664 loss.  The loss is currently 
recovered through Waste Water impact fee revenue and reserves.   
Waste Water FY2009 Budget Revenue 1,440,152  
   Expenses 1,760,816  
   Net (320,664)  
      
Sewer 
Rates Current  4775 Users 
  Volume  1.90  
  Base  8.00  

 
The rate study indicated that the District should increase waste water rates by decreasing 
the monthly base fee and increasing the volume fee.   
Rate Study Calculations   
  FY2009   
  Volume  5.83 
  Base  2.14 
     
  FY2010   
  Volume  6.09 
  Base   2.19 

 
Staff are recommending a Waste Water rate increase that, 

- is within the rate identified in the rate study, 
- that recovers a substantial amount of the operating loss, 
- that minimizes the impact to the customer, 
- should support the budget for the next three years without an additional 

increase. 
 
FY2009 Projected Revenue  1,433,400
 Base Fee Revenue  458,400
 Volume Revenue  975,000
 Volume    513,158
Need to increase revenue by $300,000  
     
Modified Sewer Rates     
  Volume  2.70
  Base  6.00
     
Projected Revenue w/ new rates  1,729,326
 Base Fee Revenue  343,800
 Volume Revenue  1,385,526
     
Increased 
Revenue   295,926
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Executive Summary 
Agenda Item 7 

Discussion and possible action concerning winter averaging for 2009 
 
 

 
 
BACKGROUND:  At a recent Board meeting, a citizen requested we make some 
concession on wastewater rate winter averaging because of the drought and the fact that 
homeowners are having to water plants to keep them alive during the drought which is 
affecting the wastewater bill. Additionally, Staff has received a few emails and inquiries 
about similar concessions. Staff would like to have a discussion with the Board of its 
interest of dropping a month from the winter average calculation. This has been done in 
the past by other neighboring communities such as Round Rock and Austin.  
 
FINANCIAL:  Staff will prepare a sheet to estimate the affect on revenue and present at 
the meeting. 
 
RESOURCE:  Tom Clark / Mike Petter 
 
LEGAL: Not consulted 
 
RECOMMENDATION:  Staff requests guidance from the Board so it will know how to 
respond to citizens who inquire.  
 
COMMITTEE PARTICIPATION:  None 
 
ATTACHMENT:  None 
 
RECOMMENDED MOTION: N/A 
 
 




