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CERTIFIED PUBLIC ACCOUNTANTS 

INDEPENDENT AUDITORS' REPORT 

The Board of Directors 
Brushy Creek Regional Utility Authority, Inc. 
Round Rock, Texas 

Report on the Financial Statements 

We have audited the accompanying financial statements of the. business-type activities of Brushy Creek Regional 
Utility Authority, Inc. (BCRUA), as of and for the year ended September 30, 2013, and the related notes to the 
financial statements, which collectively comprise the BCRUA's basic financial statements as listed in the table of 
contents. 

Management's ResponsibHity for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in accordance 
with accounting principles generally accepted in the United States of America; this includes the design, 
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial 
statements that are free from material misstatement, whether due to fraud or error. 

Auditor's Responsibility 

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit 
in accordance with auditing standards generally accepted in the United States of America and the standards 
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of 
the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of the 
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity's preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the entity's internal control. Accordingly, we express no 
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinions. 
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Opinions 

INDEPENDENT AUDITORS' REPORT 
(Continued) 

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective 
financial position of the business-type activities of the BCRUA, as of September 30, 2013, and the respective 
changes in financial position, and cash flows thereof for the year then ended in accordance with accounting 
principles generally accepted in the United States of America. 

Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the management's 
discussion and analysis information on pages 5 through 11 be presented to supplement the basic financial 
statements. Such information, although not a part of the basic financial statements, is required by the 
Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting for 
placing the basic financial statements in an appropriate operational, economic, or historical context. We have 
applied certain limited procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquiries of management about 
the methods of preparing the information and comparing the information for consistency with management's 
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of the 
basic financial statements. We do not express an opinion or provide any assurance on the information because the 
limited procedures do not provide us with sufficient evidence to express an opinion or provide any assurance. 

Other Information 

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the BCRUA's basic financial statements. The combining financial statements are presented for purposes 
of additional analysis and are not a required part of the basic fmancial statements. 

The combining financial statements are the responsibility of management and were derived from and relate 
directly to the underlying accounting and other records used to prepare the basic fmancial statements. Such 
information has been subjected to the auditing procedures applied in the audit of the basic financial statements 
and certain additional procedures, including comparing and reconciling such information directly to the 
underlying accounting and other records used to prepare the basic financial statements or to the basic financial 
statements themselves, and other additional procedures in accordance with auditing standards generally accepted 
in the United States of America. In our opinion, the combining financial statements are fairly stated in all material 
respects in relation to the basic financial statements as a whole. 

As discussed in Note 6 to the financial statements, the Brushy Creek Regional Utility Authority, Inc. is dependent 
on the Cities of Cedar Park, Leander, and Round Rock, Texas for the continued funding of its operating activities. 
The Cities annually budget funds for operational expenses and debt service requirements of the Brushy Creek 
Regional Utility Authority, Inc. 

-2-



INDEPENDENT AUDITORS' REPORT 
(Continued) 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated January 5, 2014, on our 
consideration of the BCRUA's internal control over financial reporting and on our tests of its compliance with 
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that 
report is to describe the scope of our testing of internal control over fmancial reporting and compliance and the 
results of that testing, and not to provide an opinion on internal control over financial reporting or on compliance. 
That report is an integral part of an audit performed in accordance with Government Auditing Standards in 
considering BCRUA's internal control over financial reporting and compliance. 

~~~&.f'f~PL 
January 5, 2014 
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ABOUTBCRUA 

BRUSHY CREEK REGIONAL UTILITY AUTHORITY, INC. 
MANAGEMENT'S DISCUSSION AND ANALYSIS 

September 30, 2013 

The Brushy Creek Regional Utility Authority (BCRUA) is a joint venture between the Cities of Cedar Park, 
Leander and Round Rock, Texas to design and construct a regional water system that will supply treated water to 
the three communities. 

Cedar Park, Leander and Round Rock are among the fastest growing cities in Texas. Their combined service area 
population, based on current U.S. census estimates, is over 194,000. It is projected to grow to 609,000 by the year 
2040. 

This project provides facilities to access, treat and deliver water from Lake Travis to each partner city's 
customers. When completed, the project will meet the needs of Cedar Park and Round Rock to their ultimate 
build-out and the needs of Leander for at least the next 20 to 25 years. 

The regional concept ensures the responsible use of resources and the least impact on both the environment and 
neighboring communities. Rather than three communities building three separate water supply projects-with 
three pipelines, three intakes, and three treatment plants, the BCRUA project streamlines the effort for minimum 
impact and maximum efficiency. The regional option affords the three cities the opportunity to realize "economy 
of scale" savings of 30 percent, or more than $ 90 million. 

The regional water treatment plant will have an ultimate capacity of I 06 million gallons per day (mgd) and will be 
built in three phases to better match the capacity with near-term needs. The initial Phase 1 was substantially 
completed in July 2012 and includes the full sized 106 mgd raw water and treated water pipelines, and a 17 mgd 
water treatment plant, readily expandable to 42 mgd. Phase I operates with an interim 30 mgd floating barge 
intake on Lake Travis, but a permanent deep water intake with ultimate capacity will be required as part of 
Phase 2. 

Plant operations officially began July 1, 2012. Operations for the project have been divided into three categories: 
plant staffing; General Manager/administrative support; and, financial support/accounting services, with each city 
taking responsibility for one of the categories. Plant staffing is provided by Leander consisting of one plant 
superintendent and three plant operators. The General Manager and administrative support are provided by 
Round Rock. Finance and Accounting is provided by Cedar Park. While each city maintains responsibility for 
their own category, the Operations Committee (composed of engineering and finance staff from each city) 
provides oversight of each city's contribution in order to ensure appropriate controls are in place. 

While substantial completion and start-up ofthe Phase 1 Project occurred in 2012, final project close-out has been 
delayed, due to several construction related issues that became evident late in the year. The BCRUA has been 
working with the construction contractor and design engineers to analyze the issues, and make the necessary 
corrections. Pending elimination of all identified defects, the BCRUA is withholding project construction 
retainage. Final completion and project close-out is anticipated in early/mid 2014. 

With substantial completion of the Phase I Project in 2012, staff began working on planning, environmental 
studies and real-estate acquisition for Phase II. In 2013, two sites were identified for the permanent deep water 
intake structure (in the Village ofVolente), and the permanent raw water pumping station (in Sandy Creek Park). 
Purchase negotiations for both parcels are underway and progressing toward completion in 2014. Planning level 
design of the overall Phase 2 project also progressed during the year, and formal authorization to begin predesign 
of this multi-year construction project is anticipated to occur in 2014. 
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BRUSHY CREEK REGIONAL UTILITY AUTHORITY, INC. 
MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED) 

September 30,2013 

The BCRUA Board of Directors is composed of six members, two from each of the city councils of the partnering 
cities. A General Manager directs the day to day business of the BCRUA, and a Plant Superintendent oversees 
the operation of the system. The previous General Manager, Chris Lippe, retired in December, 2012. The Board 
then initiated a national search, and in March, 2013, selected Tom Gallier as the new General Manager. 

What follows is a discussion and analysis ofBCRUA's financial performance for the fiscal year ended September 
30, 2013. Please read it in conjunction with the Independent Auditors' Report on page 1 and the BCRUA's Basic 
Financial Statements which begin on page 14. 

OVERVIEW OF THE FINANCIAL STATEMENTS 

This annual report consists of three parts: (1) management's discussion and analysis (this section), (2) basic 
financial statements, and (3) notes to the financial statements. This report also contains combining statements as 
supplementary information in addition to the basic fmancial statements. 

The basic financial statements include the Statement of Net Position (pages 14 - 15), the Statement of Revenues, 
Expenses, and Changes in Net Position (page 16) and the Statement of Cash Flows (page 17). The BCRUA 
operates as an enterprise activity and consists of one proprietary fund. 

The notes to the financial statements (starting on page 19) provide narrative explanations or additional data 
needed for full disclosure in the basic fmancial statements. 

BASIC FINANCIAL STATEMENTS 

The basic financial statements are designed to provide readers with a broad overview of the BCRUA's finances, 
in a manner similar to a private-sector business. 

The Statement of Net Position presents information on all of the BCRUA's assets and liabilities, with the 
difference between the two reported as net position. The BCRUA's net position provides one measure of the 
BCRUA's financial health, or financial position. Over time, increases or decreases in net position may serve as a 
useful indicator of whether the financial position of the BCRUA is improving or deteriorating. To fully assess the 
overall health of the BCRUA, however, you should consider nonfinancial factors as well, such as the condition of 
assets, and the total economic impact of the entity on the Cities of Cedar Park, Leander and Round Rock, Texas. 

The Statement of Revenues, Expenses and Changes in Net Position presents information showing how the 
BCRUA's net position changed during the most recent fiscal year. All changes in net position are reported as 
soon as the underlying event giving rise to the change occurs, regardless of the timing of related cash flows. 
Thus, revenues and expenses are reported in this statement for some items that will only result in cash flows in 
future fiscal periods. 

The Statement of Cash Flows presents cash receipts, cash disbursements and net changes in cash resulting from 
operating, financing and investing activities. This statement provides information such as where cash originated, 
how it was used and the net change in cash balances during the reporting period. 
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BRUSHY CREEK REGIONAL UTILITY AUTHORITY, INC. 
MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED) 

September 30, 2013 

NOTES TO THE FINANCIAL STATEMENTS 

The notes provide required disclosures and other additional information that is essential to a full understanding of 
the data provided in the basic fmancial statements. The notes to the financial statements present information 
about the accounting policies, significant account balances and activities, material risks, obligations, 
commitments, contingencies and subsequent events, if any. The notes to the financial statements can be found on 
pages 19 through 28 of this report. 

SUPPLEMENTARY INFORMATION 

The combining statements are presented for purposes of additional analysis and to provide an overview of the 
financial position and results of operations related to each partner City. The combining statements can be found 
on pages 30 through 32 of this report. 

FINANCIAL ANALYSIS 

FINANCIAL HIGHLIGHTS 

• The BCRUA's net position decreased by$ 12,210,756 as a result of current year operations. 

• Partner city contributions to net position for the year ended September 30, 2013 were$ 10,697,987. 

• Total net position at September 30, 2013 was $ 16,929,047, a decrease of $ 1,512,769 from 
September 30, 2012. 

• Total capital assets, net of depreciation, were$ 153,408,693 as of September 30,2013. This is a decrease 
of$ 1,902,767 from the prior year and reflects the completion of Phase 1 ofthe project and the start up 
cost for Phase 2. 

• Total long-term liabilities were $ 176,025,000 and $ 178,605,000 as of September 30, 2013 and 2012, 
respectively. Principal payments on this debt began in fiscal year 2012. 
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BRUSHY CREEK REGIONAL UTILITY AUTHORITY, INC. 
MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED) 

September 30, 2013 

FINANCIAL ANALYSIS (continued) 

FINANCIAL HIGHLIGHTS (continued) 

The following condensed financial statements (Tables I and II) provide key financial data as of and for the years 
ended September 30, 2013 and 2012. 

Table I 

NET POSITION 

Current assets 
Restricted assets 
Capital assets, net 
Other 

Total assets 

Current liabilities 
Current liabilities payable from restricted assets 
Noncurrent liabilities 

Total liabilities 

Net position: 
Unrestricted 

Total net position 
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2013 2012 

$ 19,646,177 $ 15,027,661 
26,208,772 32,435,783 

153,566,942 155,311,460 
770,872 801,913 

200,192,763 203,576,817 

3,130,752 3,151,729 
3,949,716 3,378,272 

176,025,000 178,605,000 
183,105,468 185,135,001 

17,087,295 18,441,816 

$ 17,087,295 $ 18,441,816 



BRUSHY CREEK REGIONAL UTILITY AUTHORITY, INC. 
MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED) 

September 30, 2013 

FINANCIAL ANALYSIS (continued) 

FINANCIAL HIGHLIGHTS (continued) 

Table II 

CHANGE IN NET POSITION 

Operating Revenues 

Operating Expenses 
Interest expense 
Depreciation 
Personnel 
Power 
Chemicals 
Office supplies 
Accounting services 
Repairs and maintenance 
Insurance 
Audit expense 
Investment consultant 
Miscellaneous expense 
Legal fees 
Bank service charges 
Contract services 
Plant dedication 

Total Operating Expenses 

Operating Loss 

Other Income 
Change in net position 

Net position - beginning of year 
Capital contributions from partner cities 
Capital distributions to partner cities 

Net position- end of year 
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2013 

$ 985,682 

8,336,059 
3,854,964 

393,893 
366,010 
100,642 
33,210 
32,883 
25,916 
25,658 
23,500 
20,000 
14,985 
14,268 
5,942 
2,368 

13,250,298 

(12,264,616) 

212,108 
(12,052,508) 

18,441,816 
10,697,987 

$ 17,087,295 

2012 

$ 892,950 

973,240 
91,801 

104,844 
8,925 

34,150 
3,412 

65,125 

24,398 
23,500 
26,500 

52 
551 

3,192 
12,395 

1,372,085 

(479,135) 

7,901 
(471,234) 

10,363,106 
9,654,944 

(1,105,000) 

$ 18,441,816 



BRUSHY CREEK REGIONAL UTILITY AUTHORITY, INC. 
MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED) 

September 30, 2013 

FINANCIAL ANALYSIS (continued) 

CAPITAL ASSETS 

Capital assets at September 30, 2013 amounted to $ 153,408,693 and consisted of land, easements, buildings, 
improvements, infrastructure and construction in progress. Construction in progress is made up of costs attributed 
to Phase 2 of the BCRUA Project and consists primarily of engineering costs. The cost of constructing Phase 1 
was closed out of construction in progress during fiscal year 2012 for a total cost of$ 145,800,187. Capitalized 
interest of$ 25,34 7,53 5 (net of investment income of$ 2,075,409) was included in the cost of Phase 1. 

The construction phasing and estimated costs for the project are planned as follows: 

Phase 1: 
• Construction of an interim, floating intake structure near Cedar Park's existing plant on the Sandy Creek 

arm of Lake Travis 
• New raw water pipeline within right-of-way along Trails End Road 
• New treatment plant to serve all three cities with an initial capacity of 17 million gallons per day (mgd) and 

a fmal Phase 1 capacity of 42 mgd 
• Treated water transmission pipeline across the north side of Cedar Park 
• Construction began in late 2009 and was substantially complete in July 2012 
• Cost to complete the project is approximately$ 755,000 
• The full retainage amount of approximately $ 2.35 million is also being withheld, pending resolution of 

outstanding construction issued and fmal project close-out 
Phase 2: 
Phase 2a: 

• Permanent, deep-water intake structure on Lake Travis and raw water pipeline connecting the intake to the 
Phase I pipeline 

• Construction estimated to begin as late as 2016, depending on lake levels 
• Cost estimated at approximately $ 160 million 

Phase 2b: 
• Expansion of the water treatment plant to 84 mgd 
• Cost estimated at approximately $ 41 million 

Total estimated cost for Phase 2: $201 million 
Phase 3: 

• Final expansion of water treatment plant to 106 mgd. 
• Estimated cost: $ 29 million 

Total cost: The total project cost is estimated at $ 365 million 

RESTRICTED ASSETS 

Restricted assets at September 30, 2013 were $ 26,208,772, a decrease from the September 30, 2012 balance of 
$ 32,435,783. Restricted assets consist of debt service, escrow and reserve funds arising from the proceeds of 
long-term debt. The decrease reflects the release of escrow funds to fmance current construction and investment 
purchases. 
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BRUSHY CREEK REGIONAL UTILITY AUTHORITY, INC. 
MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED) 

September 30, 2013 

FINANCIAL ANALYSIS (continued) 

LONG-TERM DEBT 

In 2009, the BCRUA issued three series of contract revenue bonds totaling $ 182,020,000 for construction and 
other costs related to Phase 1 of the BCRUA Project. Additional information on long-term debt can be found in 
Note 5 to the fmancial statements. 

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET AND RATES 

The economy in the local area continues to grow, and the service areas which will be supplied by the BCRUA at 
project completion are positioned for continued customer growth. The BCRUA's board adopted an 
administrative operating budget for fiscal year 2013 in the amount of$ 1,596,000, an additional annual reserve of 
$ 336,000 in 2013 and a debt service budget for fiscal year 2013 in the amount of$ 10,453,000. 

CONTACTING THE BCRUA'S FINANCIAL MANAGEMENT 

This financial report is designed to provide citizens of the partner cities, customers and creditors with a general 
overview of the BCRUA's finances and to show the BCRUA's accountability for the money it receives. If you 
have questions about this report or need additional financial information, contact the BCRUA at 450 Cypress 
Creek, Bldg 1, Cedar Park, Texas 78613. 
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BASIC FINANCIAL STATEMENTS 
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BRUSHY CREEK REGIONAL UTILITY AUTHORITY, INC. 

ASSETS 

Current assets: 
Cash and cash equivalents 
Investments 
Receivables, net: 

Accounts 
Accrued interest 

Due from other funds 

Total current assets 

Noncurrent assets: 

STATEMENT OF NET POSITION 
September 30, 2013 

Restricted cash and cash equivalents 
and investments: 

Debt Service 
Escrow 
Reserve 

Deferred charges, net of accumulated amortization of$ 131,928 
Capital assets: 

Land, easements and construction in progress 
Capital assets being depreciated, net of accumulated 

depreciation of$ 4,837,209 

Total noncurrent assets 

Total Assets 

The accompanying notes are an integral part of the fmancial statements. 
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$ 11,200,985 
7,738,891 

447,161 
12,515 

246,625 

19,646,177 

1,269,460 
24,873,739 

65,573 
770,872 

12,344,158 

141,222,784 

180,546,5 86 

$ 200,192,763 



LIABILITIES 

Current liabilities: 
Accounts payable $ 253,396 
Retainage payable 2,345,205 
Due to partner cities 285,526 
Due to other funds 246,625 

Total current liabilities 3,130,752 

Current liabilities payable from restricted assets: 
Current portion of revenue bonds payable 2,580,000 
Accrued interest 1,369,716 
Total current liabilities payable 

from restricted assets 3,949,716 

Noncurrent liabilities: 
Revenue bonds payable 176,025,000 

Total noncurrent liabilities 176,025,000 

Total Liabilities 183,105,468 

NET POSITION 

Net position: 
Unrestricted 17,087,295 

Total Net Position $ 17,087,295 
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BRUSHY CREEK REGIONAL UTILITY AUTHORITY, INC. 
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION 

For the Year Ended September 30,2013 

Operating Revenues $ 985,682 

Operating Expenses 
Interest expense $ 8,336,059 
Depreciation 3,854,964 
Personnel 393,893 
Power 366,010 
Chemicals 100,642 
Office supplies 33,210 
Accounting services 32,883 
Repairs and maintenance 25,916 
Insurance 25,658 
Audit expense 23,500 
Investment consultant 20,000 
Miscellaneous expense 14,985 
Legal fees 14,268 
Bank service charges 5,942 
Contract services 2,368 

Total Operating Expenses 13,250,298 
Operating Loss (12,264,616) 

Other Income 212,108 
Change in net position (12,052,508) 

Net position- beginning of year 18,441,816 
Capital contributions from partner cities 10,697,987 

Net position- end of year $ 17,087,295 

The accompanying notes are an integral part of the fmancial statements. 
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BRUSHY CREEK REGIONAL UTILITY AUTHORITY, INC. 
STATEMENT OF CASH FLOWS 

For the Year Ended September 30,2013 

Cash Flows from Operating Activities 
Service revenues received from partner cities 
Payments to suppliers for goods and services 

Net cash provided by operating activities 

Cash Flows from Capital and Related Financing Activities 
Construction of capital assets 
Interest payments 
Capital contributions from partner cities 

Net cash used by capital and related financing activities 

Cash Flows from Investing Activities 
Purchase of investments 
Proceeds from sales and maturities of investments 
Principal payments on bonds 
Interest income 

Net cash provided by investing activities 

Net decrease in cash and cash equivalents 

Cash and cash equivalents- Beginning of Year 

Cash and cash equivalents- End ofYear 

Reconciliation of Cash and Cash Equivalents to 
Statement of Net Assets 

Cash and cash equivalents 
Restricted cash and cash equivalents and investments 

Less restricted investments 

Total cash and cash equivalents 
Reconciliation of Operating Loss to 

Net Cash Used by Operating Activities 
Operating loss 
Adjustments to reconcile operating loss to 

net cash provided by operating activities: 
Interest income to investing activities 
Amortization-bond issuance costs 
Depreciation 
Increase in accrued interest receivable 
Decrease in accounts payable 
Increase in due to partner cities 

Accrued interest payable 
Total Adjustments 

Net cash used by operating activities 

The accompanying notes are an integral part of the financial statements. 
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$ 1,061,479 
(9,310,061) 

(8,242,595) 

5,636,715 
(8,453,402) 
10,697,987 

7,881,300 

(6,166,458) 
12,632,545 
(2,000,000) 

206,121 

4,672,208 

4,310,913 

6,890,072 

$ 11,200,985 

$ 11,200,985 
26,208,771 

(26,208, 771) 

$ 11,200,985 

$ (12,052,508) 

(206,121) 
31,041 

3,854,964 
53,312 

(200,253) 
285,526 

(8,556) 
3,809,913 

$ (8,242,595) 
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BRUSHY CREEK REGIONAL UTILITY AUTHORITY, INC. 

1. Nature of Activities 

NOTES TO FINANCIAL STATEMENTS 
September 30, 2013 

Brushy Creek Regional Utility Authority, Inc. (the BCRUA) was incorporated in Texas in July 2007 as a 
local government corporation pursuant to Subchapter D of Chapter 431, Texas Transportation Code. The 
BCRUA was organized by the Cities of Cedar Park, Leander and Round Rock, Texas (the cities) for the 
purpose of providing an efficient vehicle for the financing, construction, acquisition, ownership, 
maintenance, and operation of a regional water and wastewater collection, transmission, treatment, and 
distribution system on behalf of the cities in performance of their governmental functions. 

2. Summary of Significant Accounting Policies 

The financial statements of the BCRUA have been prepared in accordance with generally accepted 
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting Standards 
Board (GASB) is the standard-setting body for governmental accounting and financial reporting. The 
GASB periodically updates its codification of the existing Governmental Accounting and Financial 
Reporting Standards which, along with subsequent GASB pronouncements (Statements and 
Interpretations), constitutes GAAP for governmental units. The more significant of these accounting 
policies are described below and, where appropriate, subsequent pronouncements will be referenced. 

Reporting Entity 

The BCRUA is a joint venture between the Cities of Cedar Park, Leander and Round Rock, Texas. The 
BCRUA operates as an enterprise activity. These financial statements present only the BCRUA activities 
and are not intended to present the financial position, results of operations or cash flows of any of the Cities 
of Cedar Park, Leander and Round Rock, Texas. 

Measurement Focus, Basis of Accounting and Financial Statement Presentation 

The financial statements of the BCRUA (a proprietary fund) are reported using the economic resources 
measurement focus and the accrual basis of accounting. All assets and liabilities (whether current or 
noncurrent) are included in the Statement of Net Position. The Statement of Revenues, Expenses and 
Changes in Net Position present increases (revenues) and decreases (expenses) in total net assets. 
Revenues are recorded when earned and become measurable and expenses are recorded when a liability is 
incurred and measurable, regardless ofthe timing of related cash flows. 

The Statement of Revenues, Expenses and Changes in Net Position distinguishes operating revenues and 
expenses from non-operating items. Operating revenues and expenses generally result from providing 
services and producing and delivering goods in connection with a proprietary fund's principal ongoing 
operations. All revenues and expenses not meeting this definition are reported as non-operating revenues 
and expenses. 

The proprietary fund follows GAAP prescribed by GASB and all Financial Accounting Standards Board's 
standards issued prior to November 30, 1989. Subsequent to this date, the BCRUA accounts for its 
proprietary fund as prescribed by the GASB. 
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BRUSHY CREEK REGIONAL UTILITY AUTHORITY, INC. 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

September 30, 2013 

2. Summary of Significant Accounting Policies (continued) 

Implementation of New Accounting Principles 

For the fiscal year ended September 30, 2013, the Governmental Accounting Standards Board issued a 
new pronouncement that the BCRUA has reviewed for application to their accounting and reporting. 
GASB Statement No. 63, Financial Reporting of Deferred Outflow of Resources, and Net Position, is 
effective for periods beginning after December 15, 2011. The components of net position were renamed to 
reflect the requirements of this statement. 

Estimates 

The preparation of financial statements in conformity with accounting principles generally accepted in the 
United States of America requires management to make estimates and assumptions that affect certain 
reported amounts and disclosures. Accordingly, actual results could differ from those estimates. 

Cash and Cash Equivalents 

For reporting purposes, cash and cash equivalents include demand deposits, investments with investment 
pools, and other short-term liquid investments with an original maturity of three months or less. Cash and 
cash equivalents from restricted assets are also included. 

Restricted Assets 

Restricted funds consist of escrow funds derived from bond proceeds, debt service funds, reserve funds, 
and revenues that have been designated for specific purposes by the Board, or other funds with legal or 
contractual constraints. When both restricted and unrestricted resources are available for use, it is 
BCRUA's policy to use restricted resources first, then unrestricted resources as they are needed. 

Bond Issuance Costs 

Bond issuance costs are amortized on a straight-line basis over the period of the related debt maturities. 

Capital Assets 

Capital assets are stated at historical cost. To the extent construction is performed by the BCRUA, the 
cost includes certain general and administrative expenses. Maintenance and repairs are charged to 
operations as incurred. Improvements and betterments, which extend the useful lives of assets, are 
capitalized. Depreciation is recorded on a straight-line basis over estimated service lives ranging from 5-
40 years. When capital assets are retired or otherwise disposed of, a gain or loss on disposal of assets is 
recognized. 

Interest is normally capitalized on construction costs. The amount of interest cost capitalized for assets 
constructed with tax-exempt borrowings is equal to the cost of borrowing, less interest earned on related 
interest-bearing investments acquired with proceeds of the related tax-exempt borrowings. However, for 
the current year, interest costs totaling$ 8,336,059 were expensed rather than capitalized. 

-20-



BRUSHY CREEK REGIONAL UTILITY AUTHORITY, INC. 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

September 30, 2013 

3. Cash and Cash Equivalents and Investments 

All BCRUA cash is deposited in accounts that receive interest credit or is invested in permissible 
securities pursuant to the BCRUA's investment policy. Investments are stated at fair value based on 
quoted market prices provided by the custodian. 

Deposits 

At September 30, 2013, the carrying amount of the BCRUA's deposits was $ 6,913,918 and the bank 
balance was $ 5,757,011. The BCRUA's cash deposits at September 30, 2013 were entirely covered by 
FDIC insurance or by pledged collateral held by the BCRUA's agent bank in the BCRUA's name. 

Investments 

All investments are presented at fair value. The fair value of the positions in state investment pools is the 
same as the value of the pool shares. 

Cash and cash equivalents and investments are summarized as follows: 

Carrying Fair 
Amount Value 

Construction funds-
Cash in banks $ 6,913,918 $ 6,913,918 
Municipal coupon securities 1,536,071 1,536,060 
Investment in governmental pool 4,287,149 4,287,149 

Debt service- investment in governmental pool 1,269,459 1,269,459 
Escrow Funds-

Municipal coupon securities 880,771 882,517 
Investment in government pool 24,086,522 24,086,522 

Reserve fund-
Municipal coupon securities 6,166,458 6,124,050 
Investment in government pool 48,973 48,973 

Total cash and cash equivalents and investments $ 45,189,321 $ 45,148,648 

-21 -



BRUSHY CREEK REGIONAL UTILITY AUTHORITY, INC. 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

September 30, 2013 

3. Cash and Cash Equivalents and Investments (continued) 

A reconciliation of cash and cash equivalents and investments to the presentation on the Statement of Net 
Position is as follows: 

Statement of Net Position presentation: 
Cash and cash equivalents 
Investments 
Restricted cash and cash equivalents 

and investments: 
Debt Service 
Escrow 
Reserve 

Total cash and cash equivalents and investments 

$ 11,200,985 
7,738,891 

1,269,460 
24,873,739 

65,573 

$ 45,148,648 

Legal and Contractual Provisions Governing Deposits and Investments 

The Public Funds Investment Act (Government Code Chapter 2256) contains specific provisions in the 
areas of investment practices, management reports and establishment of appropriate policies. Among 
other things, it requires the BCRUA to adopt, implement, and publicize an investment policy. That policy 
must address the following areas: (1) safety of principal and liquidity, (2) portfolio diversification, (3) 
allowable investments, ( 4) acceptable risk levels, ( 5) expected rates of return, ( 6) maximum allowable 
stated maturity of portfolio investments, (7) maximum average dollar-weighted maturity allowed based on 
the stated maturity date for the portfolio, (8) investment staff quality and capabilities, (9) and bid 
solicitation preferences for certificates of deposit. Statutes authorize the BCRUA to invest in (1) 
obligations of the U.S. Treasury, certain U.S. agencies, and the State of Texas; (2) certificates of deposit, 
(3) certain municipal securities, (4) money market savings accounts, (5) repurchase agreements, (6) 
bankers acceptances, (7) mutual funds, (8) investment pools, (9) guaranteed investment contracts, ( 1 0) and 
common trust funds. The Act also requires the BCRUA to have independent auditors perform test 
procedures related to investment practices as provided by the Act. The BCRUA is in substantial 
compliance with the requirements of the Act. 

Additional Contractual Provisions governing deposits and investments are as follows: 

The funds of the BCRUA must be deposited and invested under the terms of a contract, the contents of 
which include securities for safekeeping and trust with the BCRUA's agent bank in an amount sufficient to 
protect BCRUA funds on a day-to-day basis during the period of the contract. The pledge of approved 
securities is waived only to the extent ofthe depository bank's dollar amount of Federal Deposit Insurance 
Corporation ("FDIC') insurance. 
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BRUSHY CREEK REGIONAL UTILITY AUTHORITY, INC. 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

September 30, 2013 

3. Cash and Cash Equivalents and Investments (continued) 

Policies Governing Deposits and Investments 

1. Foreign Currency Risk- The BCRUA's deposits and investments are not exposed to foreign currency 
risk. 

2. Custodial Credit Risk- To control custody and safekeeping risk State law and the Brushy Creek 
Regional Utility Authority's adopted Investment Policy requires collateral for all time and demand 
deposits, as well as collateral for repurchase agreements, be transferred delivery versus payment and 
held by an independent party approved by the BCRUA and held in the City's name. The custodian 
is required to provide original safekeeping receipts and monthly reporting of positions with position 
descriptions including market value. Repurchase agreements and deposits must be collateralized to 
102% and be executed under written agreements. Depository agreements are executed under the terms 
of FIRREA. The counter-party of each type transaction is held contractually liable for monitoring and 
maintaining the required collateral margins on a daily basis. 

Portfolio disclosure as of September 30,2013: 

• The portfolio contained no fully collateralized or FDIC insured certificates of deposits. All 
pledged collateral was held by an independent institution outside the bank's holding company. 

• The portfolio contained no repurchase agreements. 
• The portfolio contained 13.1% in demand deposit accounts that are fully insured by the FDIC. 

3. Interest Rate Risk - In order to limit interest and market rate risk from changes in interest rates, 
the Brushy Creek Regional Utility Authority's adopted Investment Policy sets a maximum stated 
maturity limit of two years for Operating Funds and three years for Construction funds. The 
weighted average maturity (W AM) of the total Operating Funds portfolio is restricted to a maximum 
of twelve months and compared to the I year Treasury Bill. There is no maximum weighted average 
maturity (W AM) for Construction funds. 

As of September 30,2013, the portfolio contained: 

• No holding in the portfolio had a stated maturity date beyond 440 days. 

• The dollar weighted average of the total portfolio was 71 days. 

As of September 30, 2013, the portfolio contained 19.4% in structured (callable) notes which would 
have been impacted by interest rate risk. 

4. Credit Risk - A primary stated objective of the Brushy Creek Regional Utility Authority's adopted 
Investment Policy is the safety of principal and avoidance of principal loss. Credit risk within the 
City's portfolio among the authorized investments approved by the City's adopted Investment Policy 
includes only time and demand deposits, obligations of states and their subdivisions, repurchase 
agreements and AAA rated SEC registered money market mutual funds. All other investments aie 
rated AAA, or equivalent, by at least one nationally recognized rating agency. Investments are 
made primarily in obligations of the US Government, its agencies or instrumentalities. 
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BRUSHY CREEK REGIONAL UTILITY AUTHORITY, INC. 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

September 30, 2013 

3. Cash and Cash Equivalents and Investments (continued) 

Policies Governing Deposits and Investments (continued) 

4. Credit Risk (continued) 

State law and the Brushy Creek Regional Utility Authority's adopted Investment Policy restricts both 
time and demand deposits, including certificates of deposit (CD's) to those banks doing business in 
the State of Texas and further requires full insurance or collateralization from these depositories 
(banks only). Certificates of deposit are limited to a stated maturity of one year. Collateral is required 
at a 102% margin with securities priced at market on a daily basis as a contractual responsibility of 
the bank. Collateral is restricted to obligations of the US Government, its agencies or 
instrumentalities or direct obligations of any state, its subdivisions or agencies rated at least A, or 
equivalent, as to investment quality by two nationally recognized statistical rating agencies. 
Independent safekeeping is required outside the bank holding company with monthly reporting. 

Repurchase agreements are limited to those with defined termination dates with a primary 
dealer (as defined by the Federal Reserve) and require an industry standard written master 
repurchase agreement and a minimum 1 02% margin on collateral as well as delivery versus payment 
settlement and independent safekeeping. Repurchase agreements may not exceed one year to stated 
maturity with the exception of flex repurchase agreements with a stated termination date not to exceed 
the planned completion date ofthe project(s). 

The state law and the City's adopted Investment Policy restricts investment in AAA rated SEC 
registered mutual funds to money market mutual funds striving to maintain a $1 net asset value and 
defmed by State law. 

Local government investment pools in Texas are required to be rated AAA, or equivalent by at least 
one nationally recognized rating agency. The BCRUA Policy is restricted to AAA-rated, "2a-7 like" 
(constant dollar) local government investment pools. 

As of September 30, 2013: 

• Municipal obligations represented 19.4% ofthe total portfolio. 

• Fully insured or collateralized money market accounts represented 13.1% of the total portfolio. 

• Investment in a AAA-rated local government investment pool (TexSTAR) represented 67.5% 
of the total portfolio, and$ 29,692,103 was invested in TexSTAR as of September 30,2013. 
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BRUSHY CREEK REGIONAL UTILITY AUTHORITY, INC. 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

September 30, 2013 

3. Cash and Cash Equivalents and Investments (continued) 

Policies Governing Deposits and Investments (continued) 

5. Concentration Risk- The Brushy Creek Regional Utility Authority recognizes over-concentration of 
assets by market sector or maturity as a risk to the portfolio. The City's adopted Investment 
Policy establishes diversification as a major objective of the investment program and sets 
diversification limits for all authorized investment types which are monitored on at least a monthly 
basis. Diversification limits are set by Policy as: 

U.S. Obligations 
U. S. Agencies/Instrumentalities 
State and Local Obligations 
Certificates of Deposit 

In any one bank 
Repurchase Agreements 

With any one dealer 
FlexRepo with CIP Funds 
LGIP 

Ownership in pool 
Money Market Mutual Funds 

Ownership in fund 

As of September 30, 2013, 

80% 
75% 
50% 
40% 
10% 
50% 
20% 

100% 
100% 

10% 
100% 
20% 

• Holdings in one local government investment pool represented 67.5% of the total portfolio. 

• Holdings in State and Local Obligations represented 19.4% of the total portfolio. 
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BRUSHY CREEK REGIONAL UTILITY AUTHORITY, INC. 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

September 30,2013 

4. Capital Assets 

Capital asset activity for the year ended September 30,2013 was as follows: 

Capital assets, not being depreciated: 
Land and easements 
Construction in Progress 

Total capital assets, not being 
depreciated 

Capital assets, being depreciated: 
Buildings and improvements 
Infrastructure 
Equipment 

Total capital assets, being depreciated 

Less accumulated depreciation for: 
Buildings and improvements 
Infrastructure 
Equipment 

Total accumulated depreciation 

Total capital assets, being depreciated, 
net 

Total capital assets, net 

5. Long-Term Debt 

Beginning 
Balance 

$ 8,893,325 
1,375,470 

10,268,795 

68,188,731 
77,611,456 

224,723 

146,024,910 

426,180 
529,585 
26,480 

982,245 

Additions 

$ 
2,075,363 

2,075,363 

35,083 

35,083 

1,704,718 
2,118,343 

31,903 

3,854,964 

145,042,665 (3,819,881) 

Deletions 

$ 

$155,311,460 $(1,744,518) $ 
:::::i::::::=== 

Ending 
Balance 

$ 8,893,325 
3,450,833 

12,344,158 

68,188,731 
77,611,456 

259,806 

146,059,993 

2,130,898 
2,647,928 

58,383 

4,837,209 

141,222,784 

$153,566,942 

During 2009, the BCRUA issued contract revenue bonds dated July 6, 2009, totaling$ 182,020,000. The 
bonds mature serially beginning August 1, 2012 through August 1, 203 8, with coupon rates ranging from 
2.254% to 5.084%. Proceeds from the bond issue are restricted for the construction and equipment of the 
first phase of the BCRUA Regional Water Treatment and Distribution Project. The bonds were issued in 
three series, one series for each partner city's share of expected project costs. Each bond series is payable 
solely from and secured, in part, by an assignment of the bond payments made under the Master Contract 
Agreement dated September 2, 2008 by and between each city. Each city is solely responsible for bond 
payments on its series of bonds. No city has any liability or responsibility for any bond payment on a 
series of bonds issued for another city. 
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5. 

BRUSHY CREEK REGIONAL UTILITY AUTHORITY, INC. 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

September 30, 2013 

Long-Term Debt (continued) 

Long-term liability activity for the year ended September 30, 2013, was as follows: 

Beginning Ending 
Balance Additions Reductions Balance 

Bonds Payable: 
Series 2009 Contract 
Revenue Bonds 

City of Cedar Park $ 24,715,000 $ $ (280,000) $ 24,435,000 

City of Leander 91,180,000 (500,000) 90,680,000 

City of Round Rock 64,710,000 (1,220,000) 63,490,000 

Total Bonds Payable $180,605,000 $ $ (2,000,000) $178,605,000 

Debt service requirements are as follows: 

Year Ending Bonds Total 
September 30 Principal Interest Requirements 

2014 $ 2,580,000 $ 8,400,922 $ 10,980,922 
2015 3,140,000 8,327,031 11,467,031 
2016 3,580,000 8,229,880 11,809,880 
2017 4,270,000 8,111,596 12,381,596 
2018 4,490,000 7,961,976 12,451,976 

2019-2023 26,255,000 36,968,129 63,223,129 
2024-2028 33,920,000 30,472,051 64,392,051 
2029-2033 43,800,000 21,247,217 65,047,217 
2034-2038 56,570,000 8,922,674 65,492,674 

$ 178,605,000 $ 138,641,476 $317,246,476 

Due Within 
One Year 

$ 295,000 

1,000,000 

1,285,000 

$ 2,580,000 

Interest is capitalized on construction costs until completion of the project. The amount of interest cost 
capitalized for assets constructed with tax-exempt borrowings is equal to the cost of borrowing, less 
interest earned on related interest-bearing investments acquired with proceeds of the related tax-exempt 
borrowing. As of September 30, 2013, the amount of capitalized interest cost included in construction in 
progress was$ 33,683,594 (net of investment income of$ 2,075,409). 
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BRUSHY CREEK REGIONAL UTILITY AUTHORITY, INC. 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

September 30,2013 

6. Economic Dependency 

The BCRUA is dependent on the Cities of Cedar Park, Leander and Round Rock, Texas for the continued 
funding of its operating activities. The cities annually budget funds for operational and overhead expenses 
and debt service requirements in accordance with the Master Contract Agreement and the System 
Operating Agreement between the cities. Fixed operations and maintenance expenses are allocated among 
the cities based upon each city's reserved capacity in the BCRUA Project components, and variable 
expenses are allocated based upon the volume of treated water delivered to each city in relation to the total 
delivered volume. Overhead expenses are paid by each city based upon certain formulas and reserve 
capacities in the BCRUA Project and/or the quantity of treated water actually delivered to each city. Each 
city is responsible for bond principal and interest payments due on the bond series issued by BCRUA for 
each respective city. 

7. Contingency 

A contract dispute between the BCRUA and the general contractor arose during the inspection of Phase I 
construction concerning defects in construction of the plant. The BCRUA has retained legal counsel who 
specializes in construction contract disputes. Furthermore, the BCRUA has withheld payment of retainage 
due to the general contractor in the amount of$ 2.35 million until all identified issues have been rectified. 
Management expects resolution of the dispute before the summer of 2014 and does not expect the dispute 
to materially affect the BCRUA's financial statements. 

8. Subsequent Events 

The BRCUA has evaluated subsequent events after the balance sheet date of September 30, 2013 through 
January 5, 2014, which is the date these financial statements were available to be issued. 
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BRUSHY CREEK REGIONAL UTILITY AUTHORITY, INC. 
COMBINING STATEMENTS OF NET POSITION 

September 30, 2013 

Cedar Park Leander Round Rock Total 
ASSETS 
Current assets: 

Cash and cash equivalents $ 1,898,094 $ 5,132,513 $ 4,170,378 $ 11,200,985 
Investments 264,984 6,890,001 583,906 7,738,891 
Receivables, net: 

Accounts 70,948 237,517 138,696 447,161 
Accrued interest 1,582 4,443 6,490 12,515 

Due from other funds 182,148 64,477 246,625 

Total current assets 2,235,608 .12,446,622 4,963,947 19,646,177 

Noncurrent assets: 
Restricted cash and cash equivalents 
and investments: 

Debt Service 212,917 711 1,055,832 1,269,460 
Escrow 3,918,389 7,894,783 13,060,567 24,873,739 
Reserve 48,973 16,600 65,573 

Deferred charges, net of accumulated 
amortization of$ 131,928 127,653 379,000 264,219 770,872 

Capital assets: 
Land, easements and construction in 

progress 1,553,943 6,641,025 4,149,190 12,344,158 
Capital assets being depreciated, net of 

accumulated depreciation of$ 4,837,209 21,248,774 67,533,550 52,440,460 141,222,784 

Total noncurrent assets 27,061,676 82,498,042 70,986,868 180,546,586 

Total Assets $29,297,284 $ 94,944,664 $75,950,815 $200,192,763 

See independent auditors' report. 
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Cedar Park Leander Round Rock Total 
LIABILITIES 
Current liabilities: 

Accounts payable $ 108,767 $ 104,058 $ 40,571 $ 253,396 
Retainage payable 431,987 1,103,653 809,565 2,345,205 
Due to partner cities 21,958 169,334 94,234 285,526 
Due to other funds 117,379 129,246 246,625 

Total current liabilities 680,091 1,377,045 1,073,616 3,130,752 

Current liabilities payable from restricted assets: 
Current portion of revenue bonds payable 295,000 1,000,000 1,285,000 2,580,000 
Accrued interest 188,402 696,581 484,733 1,369,716 
Total current liabilities payable 

from restricted assets 483,402 1,696,581 1,769,733 3,949,716 

Noncurrent liabilities: 
Revenue bonds payable 24,140,000 89,680,000 62,205,000 176,025,000 

Total noncurrent liabilities 24,140,000 89,680,000 62,205,000 176,025,000 

Total Liabilities 25,303,493 92,753,626 65,048,349 183,105,468 

NET POSITION 
Net position: 

Unrestricted 3,993,791 2,191,038 10,902,466 17,087,295 

Total Net Position $ 3,993,791 $ 2,191,038 $ 1 0,902,466 $ 17,087,295 
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BRUSHY CREEK REGIONAL UTILITY AUTHORITY, INC. 
COMBINING STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION 

For the Year Ended September 30, 2013 

Cedar Park Leander Round Rock Total 

Operating Revenues $ 541,627 $ 417,465 $ 26,590 $ 985,682 

Operating Expenses 
Interest expense 1,247,908 3,934,620 3,153,531 8,336,059 
Depreciation 603,152 1,816,362 1,435,450 3,854,964 
Personnel 165,898 184,413 43,582 393,893 
Power 195,007 171,003 366,010 
Chemicals 53,682 46,960 100,642 
Office supplies 8,056 15,631 9,523 33,210 
Accounting services 13,376 15,402 4,105 32,883 
Repairs and maintenance 8,522 9,332 8,062 25,916 
Insurance 3,841 12,111 9,706 25,658 
Audit expense 3,518 11,092 8,890 23,500 
Investment consultant 2,994 9,440 7,566 20,000 
Miscellaneous expense 3,255 7,061 4,669 14,985 
Legal fees 1,404 6,764 6,100 14,268 
Bank service charges 1,796 2,103 2,043 5,942 
Contract services 1,263 1,089 16 2,368 

Total Operating Expenses 2,313,672 6,243,383 4,693,243 13,250,298 

Operating Income (Loss) (1,772,045) (5,825,918) (4,666,653) (12,264,616) 

Other Income 38,467 76,304 97,337 212,108 
Change in net assets (1 '733,578) (5,749,614) ( 4,569,316) (12,052,508) 

Net position- beginning of year 4,197,120 2,997,955 11,246,741 18,441,816 
Capital contributions from partner cities 1,530,249 4,942,697 4,225,041 10,697,987 

Net position- end of year $ 3,993,791 $ 2,191,038 $ 10,902,466 $ 17,087,295 

See independent auditors' report. 
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CERTIFIED PUBLIC ACCOUNTANTS 

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

The Board of Directors 
Brushy Creek Regional Utility Authority, Inc. 
Round Rock, Texas 

We have audited, in accordance with the auditing. standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the business-type activities of Brushy Creek 
Regional Utility Authority, Inc. (BCRUA) as of and for the year ended September 30, 2013, and the related notes 
to the financial statements, which collectively comprise BCRUA's basic financial statements, and have issued our 
report thereon dated January 5, 2014. 

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered BCRUA's internal control over 
financial reporting (internal control) to determine the audit procedures that are appropriate in the circumstances 
for the purpose of expressing our opinions on the financial statements, but not for the purpose of expressing an 
opinion on the effectiveness of BCRUA's internal control. Accordingly, we do not express an opinion on the 
effectiveness of BCRUA's internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material misstatement of the entity's financial statements 
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance. 

Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or, 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified. 
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
(CONTINUED) 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether BCRUA's financial statements are free from material 
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and 
grant agreements, noncompliance with which could have a direct and material effect on the determination of 
financial statement amounts. However, providing an opinion on compliance with those provisions was not an 
objective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no 
instances of noncompliance or other matters that are required to be reported under Government Auditing 
Standards. 

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the entity's internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity's internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 

~~~~.fr~f(. 
January 5, 2014 

-34-


