








BRUSHY CREEK MUNICIPAL UTILITY DISTRICT

TSI-6 ANALYSIS OF CHANGES IN LONG-TERM DEBT (continued)
SEPTEMBER 30, 2008

Grand
Totals

Bonds outstanding, beginning of year $§ 54,095,000

Bonds issued during current year 2,020,000

Bonds retired during current year (2,115,000)

Bonds outstanding, end of year $ 54,000,000

Interest paid during current year $ 2,380,697

Paying agent's name & address: Series 2001, 2003, 2004, Wells Fargo Bank
2005, 2007 and 2008 608 2nd Avenue

Minneapolis, Minnesota 55479

Series 1996 and 1997 JP Morgan Chase Bank of Texas
P.O. Box 2320
Dallas, Texas 75221-2320

Series 2002 JP Morgan Chase Bank of Texas
P.O. Box 710380
Columbus, Ohio 43271-0380

Refunding
Tax Bonds* Defined Area Other Bonds Bonds
Bond authority:
Amount authorized $ 74,100,000 24,500,000 - 31,209,998
Amount issued 72,000,000 2,020,000 - 31,209,998
Remaining to be issued $ 2,100,000 22,480,000 - -

* Includes all bonds secured with tax revenues. Bonds in this category may also be secured with other revenues

in combination with taxes.

Debt Service Fund cash and temporary investments balances
as of September 30, 2008: $ 7,748,577

Average annual debt service payments (principal & interest)
for remaining term of debt: $ 3,472,886
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BRUSHY CREEK MUNICIPAL UTILITY DISTRICT

TSI-7 COMPARATIVE SCHEDULE OF REVENUES AND EXPENDITURES -
GENERAL FUND AND DEBT SERVICE FUND
FIVE YEARS ENDED SEPTEMBER 30, 2008

PERCENT OF FUND
AMOUNTS TOTAL REVENUES
2008 2007 2006 2005 2004 2008 2007 2006 2005 2004
GENERAL FUND
REVENUES:
Water and wastewater service $ 4,644,809 3,833,371 4,169,008 3,850,979 3,763,033 540 % 503 56.0 46.0 58.6
Garbage collection 734,653 706,381 654,702 561,363 521,347 8.5 9.3 8.8 6.7 8.1
Inspection fees 139,889 211,706 124,664 92,375 50,175 1.6 2.8 1.7 12 0.8
Tap and other connection fees 12,685 61,206 125,386 188,073 101,147 0.1 0.8 1.7 22 1.6
Recreation center 636,669 755,982 666,742 594,358 423,920 74 9.9 9.0 7.1 6.6
Park and recreation fees 209,995 160,495 143,955 121,415 117,962 2.4 2.1 1.9 1.5 1.8
Property taxes, including penalties and interest 1,842,478 1,313,384 988,237 1,097,818 1,313,457 21.4 172 13.3 13.1 20.4
Investment earnings 313,554 354,634 177,135 136,325 47,805 3.7 4.7 2.4 1.6 0.7
Other 73,091 222,883 379,739 335,411 87,279 0.9 29 5.1 4.0 14
Note payable proceeds - - - 1,131,595 - - - - 13.5 -
Developer contributions - - 12,204 260,000 - - - 0.1 3.1 -
Total revenues and other sources 8,607,823 7,620,042 7,441,772 8,369,712 6,426,125 100.0 100.0 100.0 100.0 100.0
EXPENDITURES:
Current:
Personnel (including benefits) 2,549,388 2,335,935 1,868,188 1,943,562 1,761,537 29.6 30.7 25.1 232 274
Purchased services for resale 2,186,944 1,254,313 2,108,286 2,860,854 2,656,137 254 16.5 28.3 342 413
Administrative 1,106,671 953,384 504,991 342,000 618,505 12.8 12.5 6.8 4.1 9.6
Repairs and maintenance 882,732 354,968 261,900 253,886 223,680 10.3 4.7 35 3.0 35
Utilities 635,086 469,428 479,494 325,908 246,067 7.4 6.2 6.4 39 38
Professional services 393,326 416,205 210,094 178,644 211,092 4.6 5.5 2.8 22 33
Contracted services 213,428 364,461 201,852 249,058 256,870 2.5 4.8 2.7 3.0 4.0
Capital outlay 709,940 128,889 96,222 1,532,379 1,709,142 8.2 1.7 1.3 18.3 26.6
Principal payments 60,000 591,763 230,240 384,189 - 0.7 7.8 3.1 4.6 -
Interest and fiscal charges 42,550 94,274 107,112 19,015 - 0.5 1.2 1.4 0.2 -
Total expenditures and other uses 8,780,065 6,963,620 6,068,379 8,089,495 7,683,030 102.0 91.4 81.5 96.7 119.6
TRANSFERS IN (OUT) 179,450 - - - 50,000 2.1 - - - 0.8
INTERFUND FORGIVENESS OF DEBT - 1,678,212 - - - - 22.0 - - -
EX CESS (DEFICIT) OF REVENUES AND
OTHER SOURCES OVER (UNDER)
EXPENDITURES AND OTHER USES $ 7,208 2,334,634 1,373,393 280,217 (1,206,905) 0.1 % 306 18.5 33 (18.8)

(continued)
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BRUSHY CREEK MUNICIPAL UTILITY DISTRICT

TSI-7 COMPARATIVE SCHEDULE OF REVENUES AND EXPENDITURES -
GENERAL FUND AND DEBT SERVICE FUND (continued)
FIVE YEARS ENDED SEPTEMBER 30, 2008

PERCENT OF FUND
AMOUNTS TOTAL REVENUES
2008 2007 2006 2005 2004 2008 2007 2006 2005 2004
DEBT SERVICE FUND
REVENUES:
Property taxes, including penalties and interest $§ 3,527,157 3,544,987 3,899,431 3,675,913 3,374,655 929 % 299 50.4 97.7 94.1
Investment earnings 269,220 539,765 230,259 87,756 57,612 7.1 4.6 3.0 2.3 1.6
Proceeds from the sale of capital assets - - 3,600,000 - - - - 46.6 - -
Bond proceeds - 7,840,000 - - 154,202 - 66.2 - - 43
Discount on refunding debt - (87,585) - - - - 0.7) - - -
Total revenues and other sources 3,796,377 11,837,167 7,729,690 3,763,669 3,586,469 100.0 100.0 100.0 100.0 100.0
EXPENDITURES:
Principal payments 2,276,083 12,454,333 4,802,906 4,654,345 3,321,229 60.0 105.2 62.2 123.7 92.6
Interest and fiscal charges 2,120,635 - - - - 559 - - - -
Tax appraisal and collection 50,607 - - - - 13 - - - -
Administrative expenditures 7,070 1,091 19,049 41,426 7,626 0.2 - 0.2 1.1 0.2
Professional fees 9,104 17,340 - - - 0.2 0.1 - - -
Contract services 1,386 43,400 - - - - 0.4 - - -
Bond issuance costs - 244,091 - - - - 2.1 - - -
Total expenditures and other uses 4,464,885 12,760,255 4,821,955 4,695,771 3,328,855 117.6 107.8 62.4 124.8 92.8
TRANSFERS IN (OUT) 1,424,097 - - - 2,411,503 37.5 - - - 67.2
EXCESS (DEFICIT) OF REVENUES AND
OTHER SOURCES OVER (UNDER)
EXPENDITURES AND OTHER USES $ 755,589 (923,088) 2,907,735 (932,102) 2,669,117 199 % (7.8) 37.6 (24.8) 74.4

fOTAL ACTIVE RETAIL WATER AND/OR
2 WASTEWATER CONNECTIONS $ 4,999 4,931 4,767 4,625 4,495
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BRUSHY CREEK MUNICIPAL UTILITY DISTRICT

TSI-8 BOARD MEMBERS, KEY PERSONNEL AND CONSULTANTS

SEPTEMBER 30, 2008

Complete District Mailing Address: 16318 Great Oaks Drive
Round Rock, Texas 78681

District Business Telephone Number: (512) 255-7871

Submission date of the most recent District Registration Form: March 19, 2008
(TWC Sections 36.054 and 49.054)

Limit on fees of office that a director may receive during a fiscal y $7,200
(Set by Board Resolution - TWC Sections 49.060)

Term of Office
Elected & Expense

Expires Fees Reimbursements Title at
Name and Address or Date Hired 9/30/08 Year End
Board Members:
Paul J. Tisch 5/06-5/10 $7,050 $50 President
Cristine A. Yackle 5/06-5/10 $7,200 $655 Vice President
Russ Shermer 5/08-5/12 $6,600 - Secretary
Rebecca B. Tullos 5/06-5/10 $7,200 - Treasurer
Bob Grahl 5/08-5/12 $7,200 $50 Assistant Treasurer and

Assistant Secretary

Note: No director is disqualified from serving on this board under the Texas Water Code.

Key Administrative Personnel:

Tom Clark 2006 $125,615 $7,080 General Manager

(continued)

43




BRUSHY CREEK MUNICIPAL UTILITY DISTRICT

TSI-8 BOARD MEMBERS, KEY PERSONNEL AND CONSULTANTS (continued)
SEPTEMBER 30, 2008

Fees and Expense

Reimbursements Title at
Name and Address Date Hired 9/30/08 Year End
Consultants:
Freeman & Corbett, L.L.P. 2002 $145,281 Attorney
Judy Osborn 2004 $11,430 Attorney
Padgett & Stratemann, Co., L.L.P. 1999 $33,000 Auditor
K. Friese & Nichols 2007 $92,956 Engineer '
Carter Burgess 2007 $71,778 Engineer
PBS&J ' 2007 $11,264 Engineer
Williamson Central Appraisal District 1981 $50,607 . Tax Appraiser
Williamson County Tax Office 1981 $1,386 Tax Collector
Ray and Associates 2007 $21,372 Employment Consultant i
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BRUSHY CREEK MUNICIPAL UTILITY DISTRICT

OSI-1. PRINCIPAL TAXPAYERS

SEPTEMBER 30, 2008
Tax Roll Year

Taxpayer Type of Property 2008 2007 2006
Amaravathi LTD Partnership & Amaravathi Keerthi LLC ~ Land & Improvements ~ $ 69,872,300 $ 72,388,459 -
HE Butt Inc. Land & Improvements 7,978,433 7,978,433 7,516,098
The Park at Brushy Creek LTD Land & Improvements 6,763,528 3,286,601 -
Highland 620 Land Investment LTD Land & Improvements 5,064,900 5,064,900 -
MGP, XXl LLC Land & Improvements 4,549,089 4,471,982 4,367,197
Kopels Peter A & Henry Aratow Land & Improvements 4,464,812 4,729,145 3,919,891
Laquinta Medical Partners LP & Bruce &

M. Voedean Simpson Tr of Simpson Fam Trust Land & Improvements 4,020,237 - -
K.C 3 Cat Hollow LP Land & Improvements 3,795,329 - -
Hy-Land North Joint Venture Land & Improvements 3,622,127 4,053,500 4,009,206
Atmos Energy/Mid-Tex Distribution Land & Improvements 3,569,960
Wessington Properties LLP Land & Improvements - 3,559,193 -
HEB Grocery Company LP Land & Improvements - 3,160,952 4,327,910
Highland Six Twenty Residential LTD Land & Improvements - 3,149,726 -
Western RIM Investors 2000-1 &

Perley Mansions on the Green & Howard & R Perley Land & Improvements - - 31,376,660
Western RIM Investors 2000-1 LP &

Cliffbrook Partners 19991-1 LP Land & Improvements - - 23,713,505
TWE-Andvance/Newhouse Partnership Land & Improvements - - 3,004,690
Streetman Homes LTD LLP Land & Improvements - - 2,213,645
Boardwalk Creek LLC Land & Improvements - - 2,074,042
Total $ 113,700,715 $ 111,842,891 86,522,844

10.5% 10.9% 9.8%

Percent of Assessed Valuation
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BRUSHY CREEK MUNICIPAL UTILITY DISTRICT

OSI-2. ASSESSED VALUE BY CLASSIFICATION

SEPTEMBER 30, 2008
Tax Roll Year
2008 2007 2006
Type of Property Amount % Amount % Amount %

Real, Single Family $ 933,261,233 85.9% $§ 870,154,260 85.0% $§ 758,022,865 86.2%
real, Multi Family 71,412,162 6.6% 73,949,687 7.2% 54,911,207 6.2%
Real, Vacant Platted Lots/Tracts 8,040,378 0.7% 5,328,417 0.5% 12,272,851 1.4%
Real, Acreage (Land Only) 10,364,402 1.0% 12,059,395 1.2% 7,110,260 0.8%
Real, Farm and Ranch Improvement - 0.0% - 0.0% - 0.0%
Real, Commercial 46,760,544 4.3% 45,186,517 4.4% 34,012,107 3.9%
Real & Intangible Personal, Utilities 8,515,608 0.8% 6,812,997 0.7% 6,402,219 0.7%
Tangible Personal business 5,306,451 0.5% 5,970,585 0.6% 2,105,232 0.2%
Real Inventory 2,233,848 0.2% 4,225,922 0.4% 4,905,062 0.6%
Total $1,085,894,626 100%  § 1,023,687,780 100% § 879,741,803 100%
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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 Strateqy

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.



Board Packet
January 27, 2009

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.



Funding Sources
The second part of the equation is what does the District want to do with the current year
funding of activities?

The following scenarios are meant for example purposes. The multipliers are based on
the F'Y2009 budget and not necessarily compatible with the long range goals, The
concept is to set up the formula and to complete the multipliers when the financial plans
are completed.

Administration

Staff is recommending funding Administration costs with current administrative fees and
“other” revenue sources, Operation and Maintenance property tax revenue, and 10% of
revenue from each of the other categories. Using the FY2009 budget as an example,
administrative fees and “other” revenue would be $505,600, $.08 of the $.17 OM tax
revenue ($883,441), plus 10% of Services Revenue ($500,991), and 10% of Recreation
revenue ($87,128) for a total of $1,977,160. This would generate a surplus of $239,136
exclusive of the Board contingency and capital purchases.

The reason for using a percentage of revenue as the multiplier for Administration is that
as service levels increase or the number of customers increase, the cost of administrative
overhead also increases.

Any surpluses would first fund capital purchases and then any shortfalls in Reserve
accounts, and then be unrestricted fund balance. In years when all the reserves are fully
funded, the Board Contingency would be funded by one or more of the reserves
depending on the expenditures tied to the Contingency. When reserves are under-funded,
the Board Contingency would be funded by current year revenues.

Services

The revenue from the Utility Services cost centers are shown paying for the cost of
delivering utility services, 10% of the revenue transferred to Administration, and fund a
portion of Parks and Recreation programming.

Staff are recommending using the number of active District LUEs as one of the
multipliers for determining the funding level of Recreation Programming. The number of
LUEs is a good barometer of the population of the District and funding of Programming
should be tied to the District’s population. We do not recommend using a percentage of
Services revenue as the multiplier. The level of funding for Programming should not be
tied to the revenue generated by Services as these rates are set based on the needs of
maintaining the utility infrastructure or contracts. For example, increasing solid waste
revenue due to an increase in the vendor’s prices should not equate to an increase in
funding for Recreation Programming.

Using this formula, the Services category would actually run a deficit of $424,440 for
fiscal year 2009. This correlates to the Rate Study which indicated the District needs to



increase utility rates. Currently, the shortfall is being covered by impact fee revenue and
retained earnings. This formula would assist staff in determining what the increase
should be for each of the utility services.

Maintenance

Staff recommends funding the maintenance of parks, pools, trails and grounds, and
facilities with a part of the Operation and Maintenance tax revenue. The purpose for
using property tax revenue to fund maintenance as opposed to Services revenue or other
sources, is that maintenance of the District’s assets enhances property value. It should
therefore be the property owners that fund these expenditures.

The current OM tax rate is $.17 per $100 of assessed value. Of that amount, $.08 is
contributing to the cost of Administration. This leaves $.09 of the tax rate to fund
maintenance, or $983,425 in the FY2009 budget and would generate a $12,125 deficit in
the current year budget.

Recreation Programming

As mentioned earlier, staff are recommending that Recreation programming be funded
using the number of active District LUEs as one part of the multiplier. In this example,
we used $120 per LUE as the other part of the multiplier. Using this equation, the
District would fund Recreation programming with $614,400 of Services revenue. For the
FY2009 budget, this would generate a $19,382 surplus in Recreation Programming.

Capital Expenditures
The above examples exclude the cost of capital expenditures from the equations. As

mentioned earlier, there is two ways to fund capital expenditures; through current year
revenues, or through a Capital reserve. Also referenced earlier, it is recommended that
both Public Works and Parks and Recreation develop a plan that identifies the funding
level for a Capital reserve. Staff recommends not exceeding 5% of current years
budgeted expenses for “pay as you go” capital expenditures. This would equate to
$215,000 for Public Works, $87,000 for Administration, and $69,000 for Parks and
Recreation. The reason for limiting capital purchases from current year revenue is
because these type expenses are generally long term and should not be paid for with
current year revenues. Excessive capital expenditures inflate service rates.



Tax Revenue

Utility Revenue
Other Revenue
Recreation Revenue

Operating Expenses
Capital/ Contingency Expenses

Net {not including Capital)

OM Tax

Other Revenue

10% of Utility Revenue

10% of Recreation Revenue
Total Revenue

Revenue (Deficit) in Excess of Operating Expenses
Available for Board Contingency or Capital Purchases

FY2009 Budget - Funds for Board Contingency

Surplus / (Shartfall)

Admin
Admin
1,866,866
0
505,600
0

L2370

1,200,583
0

L 1;200,683. 011,108,180 0 1

o OO

166,261

5.08 per $100 AV

TOTAL"

ADMIN
0 1,866,866
00 00
0 505800
0 -0

)

- 2475024

634,442

883,441
505,600
500,991
87,128
1,977,160
239,136
239,136
218,000

21,136



Services

Water W Water WTF
Tax Revenue 0 0 0
Utility Revenue 2,536,718 1,440,152 0
Other Revenue 104,340 0 )]
Recreation Revenue 0 0 0
TOTALREVENUE . .0t 1440152 00 0
Operating Expenses 630,482 1,663,816 1,169,938
Capital/ Contingency Expenses 100,000 87,000 803,600

TOTALEXPENSES . .

Net (not including Capital)

Other Revenue

Utility Revenue

10% of Utility Revenue To Administration

$10.00 per manth per LUE (5120 +195BB = 5315 LUESs) to PARD
Revenue (Deficit) in Excess of Operating Expenses

Available for Capital Purchases
Capital Purchases budgeted
Shartfall

Solid Waste SERVICES

730,482 -11,760,816.7:1,972,938 1

TOTAL
BRI : D
905,570

928,700 . :4,
0
0

1928700 5,000

854,723 4,318,959
0 :-1,000,000

854,723 5,318,959

680,951

104,340

4,905,570
(500,991)
(614,400)
(424,440)

0
1,000,000
(1,424 440)
From impact fees, reserves
& Rate increases



Maintenance
Parks
Tax Revenue
Utility Revenue
Other Revenue
Recreation Revenue

COoOoOoOC

o

Operating Expenses 260,274
Capital/ Contingency Expenses 0

o 2e0274

Net (not including Capital)

OM Tax

Other Revenue

| UiM27423

$.09 per $100 AV

Revenue (Deficit) in Excess of Operating Expenses



Tax Revenue

Utility Revenue
Other Revenue
Recreation Revenue

Operating Expenses
Capital/ Contingency Expenses

TOTAL EXPENSES.

Net (not including Capital)

Recreation
Cty Center

ST T24.520

006,889
0

10% of Recreation Revenue to Admin
$10.00 per month per LUE (5120 +185BB = 5315 LUESs)

Recreation Rev

Parks

26880

106,980
]

. .996889 - 106,980 .

Revenue (Deficit) in Excess of Operating Expenses

Pools

275,301
0.

275301 1,379,170

(507,890)

(87,128)
614,400
871,280

19,382



Board Packet
January 27, 2009

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 VVolume 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

mpact to average monthly bill of 8,000 gallons (off peak)

Current Rate $30.80

Rate Study Rate $59.42

Proposed Rate $54.22




Woaste 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,
- iIs 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





