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July 16, 2026

The Honorable Gary Gates, Chairman
The Honorable Suleman Lalani, Vice-Chair
The Honorable Members Alders, Davis, Hinojosa, Hunter, Lopez, Morgan, Virdell

Re: Municipal Utility Districts

The Greater Edwards Aquifer Alliance (GEAA) appreciates the opportunity to submit
these comments on behalf of our 59 member groups that are allied in advocacy for
the preservation of our ground and surface water resources in 21 counties within
Central and South Texas. We work in this field to ensure the protection of the health,
safety, and welfare of all those who rely on these sources of water.

Introduction

The Edwards and Trinity Aquifer supply over 2 million people in Texas with water
and underpin many local economies. These two aquifers are porous karst limestone
aquifers that are highly susceptible to drought and, because of the rapid flow of
waters within the systems,! to contamination. Over the past quarter century, the
Edwards and Trinity aquifers have both frequently been in emergency drought
stages, and in early 2026, both reached their lowest level since 1990.

The Edwards and Trinity aquifer region —i.e., the Texas Hill Country — is frequently
under Exceptional Drought conditions, long-term rainfall forecasts predict below
normal conditions, evaporation forecasts predict high rates of evaporative loss, and
“thousands of groundwater wells...have seen a drop in their water levels”.23 Texas
faces a very real possibility of a severe water shortage in certain parts of the state
by 2030 and a large state-wide water deficit by 2070. Water supplies in counties
that rely on the aquifers are facing unprecedented demand; in Comal County, Texas
Water Company recently had to deny service to nine developments due to a lack of
water supply.

Municipal Utility Districts (MUDs)* have proliferated in the Edwards Aquifer region
over the past few decades, and they are rapidly reshaping development in the Hill
Country and along the [-35 corridor.> MUDs have been shown to, in some instances,
use far more water than users within city limits® and often have wastewater and
flooding impacts that place undue burdens on host communities. Many of the costs
associated with MUDs end up imposed on municipal and county governments and
taxpayers. And at the end of the day, MUDs are often far less affordable than the
selling prices of the homes within them may make them appear - their affordability
is often an illusion.”

Municipal Utility District Development Concerns
MUDs are often the result of little public input. In the very early stages of a MUD's
existence, especially when no development has occurred and thus few and often
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only nominal residents live there, the ability to vote in an election to solidify its creation would likely be held
by the property owners within the proposed MUD boundaries. In some instances, this may only be one or a
few voters, and questions have occasionally arisen surrounding the validity of those elections.®

It is the “developers — not the general public — [who] determine when MUDs are formed, how big they are,
and who governs initially.” Even once the district is established and the next round of board elections occurs,
“voter turnout in MUD Board elections rarely exceeds 5%.”1% In some instances, board members have been
elected with only one vote each.!" According to a Fordham Law Review article, “MUDs suffer from a public
participation deficit,” and they are “in large part controlled by Texas’s real estate developers, not the general
public.”'2 And while MUDs “were not intended to function as general purpose governments,...with the
breakdown of annexation, and the ongoing need to provide services to new developments, they increasingly
function in a similar manner.”'3

Once a project has received approval from the necessary utilities and state agencies and met all
requirements, counties cannot deny them. Counties cannot deny MUDs authorized by the TCEQ or the
Legislature, even if the county court believes the development will be incompatible with current land uses or
inconsistent with development patterns necessary to protect local resources. Municipalities are generally able
to enforce drought restrictions and wastewater and stormwater regulations in ways that counties are unable.
Counties may generally only enact regulations and orders expressly authorized by state law and are not
authorized to implement all the regulatory requirements necessary to protect ground and surface waters from
the impacts of these developments in unincorporated areas.

Many of the MUDs in the Edwards Aquifer region are being created in unincorporated areas, especially after
passage of SB 2038 in 2023. MUDs are often proposed via the Legislature or TCEQ after local governments
decline to alter subdivision rules designed to ensure sustained groundwater availability and protection of
recharge.'* A county may submit comments to the TCEQ on a proposed MUD in an unincorporated area, but
the “county court’'s comments are merely advisory” and are often disregarded. s

Given that county governments are responsive to the needs and concerns of their constituents and
of the county in general in a way that TCEQ or the legislature is not, we recommend that final authority
for approval of a MUD should reside with the county.

Municipal Utility District Impact Concerns

Another persistent concern with the proliferation of MUDs is that they allow developers to dodge long-term
responsibility for maintaining infrastructure. This has resulted in underinvestment in essential components of
new developments to the detriment of public health and safety. In that they can deed responsibility for
infrastructure to a MUD, developers, especially some of the big national firms, opt for minimal up-front
investment. In the case of wastewater and drainage infrastructure, incentives for underinvestment discourage
investment in state-of-the-art wastewater systems and best management practices to prevent flooding and
non-point source pollution. Rather than encouraging the creation of communities that are built on the cheap,
Texas should incentivize building new developments that are adequately protective in the long-term of the
health and safety of Texas citizens and our environment.

There may be parts of the state in which MUDs are appropriate.'® However, there simply is not enough water
in Central Texas to handle the rapid sprawl facilitated by MUDs, and what water is present is at great risk of
contamination. Due to the karst nature of the Edwards and Trinity aquifers, wastewater package plants and

Greater Edwards Aquifer Alliance
PO Box 15618, San Antonio, Texas 78212



wastewater systems associated with MUDs in the Hill Country represent “a legitimate concern for potential
groundwater contamination due to direct discharge of treated effluent or spillage of raw sewage into aquifer
recharge features.”’” The increase in impervious cover associated with high-density MUD development in
the Hill Country also raises the risk of groundwater contamination via polluted stormwater and irrigation water
runoff, as well as of hazardous downstream flooding.

The growth of MUDs in the Hill Country also undermines wastewater regionalization efforts. And “despite
their claims to efficiency, special districts spend more than central cities to perform the same functions.”18
Additionally, once a MUD is formed, “it is not required to consider any of the water planning issues attendant
to its development...[or] form or join metropolitan coordinating bodies addressing such issues.”*® Other local
governments must often then deal with the MUD’s impacts on existing water supplies and systems.

Municipal Utility District Affordability Concerns

We are sympathetic to the conversations surrounding housing affordability in the region,20 but the truth is,
MUDs have not been shown to lead to greater long-term affordability for Texans. A University of Texas at
Austin report found that compared to non-MUD residents, MUD residents see a “structural, compounding
financial disadvantage that accumulates significantly over the course of homeownership” and that the “burden
on MUD residents is neither marginal nor short-lived.”2" The report found that the “hidden long-term costs
undermine both the affordability and tax-equity components that initially attract homeowners to settle in
special districts” — “the MUD model does not expand affordability, it relocates and obscures its costs.”22

Lawmakers and developers have sold municipal utility districts as a way to provide affordable homeownership
quickly and efficiently as the state’s population booms. Unlike public improvement districts, a MUD might
have profound effects on home affordability. Recent media reports2? have documented how MUDs have been
promoted by developers as boosting affordable housing, but rather have resulted in the opposite.

New homebuyers frequently have been hit with property taxes double or triple those of the county or
neighboring cities to pay off the developer’s debt, plus monthly fees for basic services from trash pickup to
emergency services. Many new homebuyers lured by attractive list prices haven't been able to stay in the
development because of the high taxes and fees, calling into question the sustainability of MUD
developments.24

In addition to being left with an unexpected tax burden, residents in a MUD may also be left without expected
services. MUD residents often end up paying higher fees for community services, paying additional fees for
other utility services, or facing gaps and delays in services such as emergency response and law
enforcement.25 Furthermore, many of the homes being built in recently created MUDs cannot realistically be
categorized as affordable.28 The median home price in Hays, Comal, and Kendall counties range from
$396,160 to $579,900, with many homes listed for more than $750,000.27 Instead of being a “driving force
in the availability of affordable housing, helping to build Texas neighborhoods and...urban communities,” in
reality MUDs tend to lure high-wealth individuals away from cities” and contribute to sprawl.28

Cities and counties have been on the hook to provide services or even maintain infrastructure of MUDs.
Those costs often cannot be fully recouped and are “eventually passed along to all local taxpayers, whether
or not they live in a MUD..."” representing “a direct tax on existing taxpayers [and] on existing property
owners.”?® The way that MUDs are structured, “developers with deep pockets can just walk away, leaving
unsuspecting homebuyers and local governments holding the bag.”%
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Recommendation

MUDs are not the cure to the housing affordability problem in Texas. In fact, MUDs may be exacerbating
many of the factors leading to long-term financial constraints imposed on homeowners, taxpayers, and local
governments. At the same time, the development styles encouraged by MUDs pose significant risks to water
quality and availability in the Texas Hill Country. Texans expect that their local governments will work to
protect critical groundwater supplies. We have heard from many county officials and residents who would
like to see greater authority afforded to counties in order to protect the Edwards and Trinity aquifers and to
enable them to maintain the health, safety, and quality of life enjoyed by their residents.

To protect the groundwater supplies upon which millions rely, counties overlying any part of the Edwards
Aquifer or within the Hill Country Priority Groundwater Management Area should be granted the final authority
to approve and deny the creation of a MUD. MUDs should not be able circumvent county attempts to manage
growth and conserve natural resources. The Legislature should grant counties within this region the ability to
deny the approval of a MUD due to density and water availability concerns and strains on current services
and natural resources.3! Although we recommend this measure as a means to ensure long-term water quality
and availability, we highlight that granting this authority would also help counties ensure that development in
the county is not imposing undue financial burdens on current or future residents.

Thank you for your consideration. Please consider GEAA as a resource that is at your disposal. We look
forward to working with you on this issue.

Annalisa Peace, Rachel Hanes
Executive Director Policy Director
Greater Edwards Aquifer Alliance Greater Edwards Aquifer Alliance
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