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Summary:

Brazoria-Fort Send County Municipal Utility
District No. 1, Texas; General Obligation
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Rationale

Standard & Poor's Ratings Services has assigned its 'BBB' long-term raiing to Brazoria-Fort Bend County Municipal

Utiliry District (MUD) No. 1, Texas'series 2014 rinlimited-iax bonds and unlimited-tax refunding bonds. Standard &

Poor's alss aff,rrned its 'BBB'long-term and underlying ratings {SPUR) on the district's previously issued general

obligation (C0) debt. The outlook is stable.

The ratings rellect our opinioa of the district's;

' Growing stage of development, indicating significant future capital needs;
r High overall net debt burden coupled with slow amortization; and
r Moderale direct property tax !at€.

Factors that lessen these risks include our assessrnent ofthe district's:

r Participation in a master-planned communify with access to the deep and diverse economy of the Houston
rnetropoiitan statistical area, and

: Very strong financial position.

An unlimited ad valsrem property tax pledge on all taxable prope*y within the district secures the bonds. Officials will
use the bond proceeds for capital projects, payment of impact fees to the city of Pearland, and also for refunding

purposss.

The 1,762-acre MUD No. I is about 1 5 miies ffom downtawn Houston and eniirely within Pearlar:d's extraterritorial
jurisdiclion, as well as the boundaries of Alvin lndependent School District and Fort Bend Independent Schoot District.

The MUD part of the 3,750-acre master-planned community of Shadow Creek Ranch Development, is in the growing

stage of development, with about S8% of its acreage complete wiih utility infrastrscttre. As of March 15, 2014, the

district contained 3,044 homes, inclading 102 under construction. )espite the recent recession, the district's tax base

has more than doubled from fiscal ?008, to reach $578.9 million in fiscal 2014. Due to the various ongoing

ccnsfruciions within the district, the estimated assessed value (AV) at Feb. t,2A14, rose 12ok to $645.6 millisn, The 10

leading taxpayers accsunted for 5.9% oftota: fscal 2014 AV.
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Summary: Brazorl*-Fart Bend County Municipal Utility District No. I, Texas; Geeeral Obligation

Pearland and the district entered into a utilify agreemenl in 2003 to provide a water distribution system, a sanitary

sewer collection system, and a drainage system to serve the area within the dis:rict. Because :he district acquired and

conslructed the system on behalf of the city, the city agreed to o$rn and operate the system. In addition, the ciry has

agreed to pay to the district the city tax rebate and the city utility rebate. The city also pays the district a rebate equai

to I 5 celts per $ 100 of AV on all iaxable property iocated within the district, as well as g5 per month pe r bouse.

Pwsuant tc the agreement, the city provides water supply and wastewater treatment to the district and the district

pays impact fees. The district anticipates receiving $868,329 in rebates in 2014. While the districl may use this revenue

for any legal purpose, it has historically used the most of the rebate to subsidize ils debt service fund.

The MU)'s financial position remains very strong, in our :riew. Fiscal 20 i 3 clssed witb an available fund balance of

$2.1 million, or a very strong 711.1% of ihe operating expenditures. The district has adopted a balanced budget for

fiscal 2014. At fiscal year-end 2013, the debt service fund totaled 93.4 million, or a good 69% of the xaximum annual

debt service requirement, scheduled to occur in 2031. Property taxes and the city utility rebate account for 58% and

40% ofthe general fund revenues, respectively. The fiscal 2014 tax rate is 85 cents per $100 ofAV, which we consider

moderate. The district's total tax rate ranges from $3.39 to $3.73 per $100 of AV which we consider high.

We view the MUD's overall net debt burden, net of state support ta the overlapping school districts, to be high at

20.8% of AV. The MUD's direct debt burden is high aa llYa of AV with most of the overlapping debt attibuted to

Alvin Independent Schoal District and Pearland. We consider the amorlizatian schedule siow, with officials planning to

retire 34% of prilcipal over 10 years and 100% by 2034. The MUD currently has $68.6 miliion of authorized, but

unissued, debt remaining for utility purpo$es .The district owed about $ 1 1 million to its developers at the end of fiscal

20 13.

Outlook

The stable outlook reflects Standard & Poor's expectation that the MUD will iikely continue to generate very strong

general fund balances. It also reflects our expectation that the MUD will likely require additional debt to finance

infrastructure on undeveloped land, but thal debt $d11 only be issued only if it is supported by sufficient property tax

base growth. Further increases in the MUD's debt burden beyond currenl levels could likely place a downward

pressurc ca lhe rating should assessed valuation not insrease commensurately. We do not anticipate raisiag the rating

within the two-year outlook horizon due to the district's additional capital needs.

Related Criteria And Research

Related Criteria
USPF Criteria: Methodalogy And Assumptions: Rating Unlimited Properfy Tax Basic Infrastructure Districts, March

17, ?009
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Summary: Brazoria-Fort Bend Caunty Municipal Utility Distric/ No. 1, Texas; Cerzeral Abligatian

Long Term Rating

Many issues are enhanced by bond insurance,

Complete rathgs informaricn is available to subscribers of RatingsDirect at www.globalcreditportal.com. All ratings

affected by this rating action can be found on Standard & Posr's public Web site at www"staldardaadpoors.com. Use

the Ratings search box lccated in:he left column.

A?nIL 22, 2824 4

1300588 I 30166405r

ww.lltf . STAXDAnDAIIDpOOnS, COM./nATIIICSI)I*SCT



Copyrighl @ 2014 Standard & Paor's Financial Seryices LLC, a part of McCraw Hill Financial. All rights reserved.

No conlent (including ratings, credit-related analyses and data, valuations, model, software or olher application or outpul ther€from) or any part
tlereof (Content) may be modiied, reverse engineered, reproduced or distributed in any form by any means, or slored in a datsbase or reldeval
syslem,'riihou: the prior \rri:ten permission ofStandard & Poor's Financial Services LLC or ix aiiliaies {collectively, S&P}. The Conten: shall not be

wed iar any unlawful or unauthorized purposes. S&P and any third-parry providers, as well as &eir dircctors, offcers, shareholders, employees or
agents (collectively S&P Parties) do nol guaranlee the accwacy, completeaess, timeliness or availabilify of the Content. S&P Parties are no1

responsible for any errors or omissions {negligent or a&erwise}, regardless of the cause, for the results obtained from the use of the Contenl, ar for
the secarify or maintenance of any data inpu! by the user. The Content is provided on an "as is" basis. S&P PARTIIS DlSCLAlll ANY AND ALL
rXPRISS OR IMPL]E) WARRAN"ISS, :NCLUDINC, BUT NOT LIMITED TO, ANY WARRANTI:S OF MERCHANTABILITY OR FITNESS FOR
A PARTICUIAR PURTOST OR USE, FRTSDOM F'ROM BUGS, SOFTWARX ERRORS OR DSFSCTS, 

"HAT 
TliE CONTENTS FUNCTIONINC

WILL 3T UNINTERRUP"ED. OR ?HAT THE CON"ENT WILL OPIRATE \,VITH ANY SOFTWAN,F OR HAR'WARE CONF:GURATION. ]N NO

event shall S&P Parties be liable to any parry for any direct, indirec!, incidental, exemplary, compensatory, punitive, special or consequential
damages, costs, expenses, legal fees, or losses {including, without limitation, lost income or lost profits nnd opportunity costs or losse$ caused by
negiigence) in connection witl any use of the Content evea if advised of the possibiliry cf such damages.
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not slatements of fact. S&P's opinions, analyses, and rating aclnowledgmeni decisions (described below) are not recommendations to purchase,
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To the extent that regr.latory autho$ties allow a rating agency to ac}nowledge in one jurisdiction a rating issued in anotlrerjurisdiction for certain
regulatory purpo*es, S&P reserves tle right to assig:r, withdraw, or zuspend such ackrowledgement at any time and in its sole discretion. S&P
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activities. As a result, certain business units of S&P may have information that is not available to other S&P business units. S&P has established
policies and procedures !o maintain the confidentiality of certain nonpublic iniorrnation received in connection with each analytical process.

S&P may receive compensatioa for its ralings and certain analyses, no:mally *om issuers or underwriters of securities or lrom obligors. S&P
reserves the right to disseminate its opinior':s and aaalyses. S&P's public ratings and analyses are made available on ils Web siles,
www.standardandpocrs.eom {free of charge}, and w\vw.ratingsdirec!.com and www.globalcredilportal.com {subscriptio:r) and www.spcapilaliq.com
{subscriptiol) and rnay be disrribrted through other means, including via S&P publications and third-party redistributors. Additional information
about our ratings fees is available at www.standardandpoors.com/usratingsfees.
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