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This Business Plan presents a long-term vision for LCRA and affiliates and a summary of their 
operational plans. The Business Plan should not be used as a basis for making a financial decision 
with regard to LCRA or any of its securities or other obligations. This Business Plan is intended to 
satisfy the official intent requirements set forth in Section 1.150-2 of the Treasury Regulations. For  
more complete information on LCRA and its obligations, please refer to LCRA’s annual financial 
report, the official statements relating to LCRA’s bonds, and the annual and material event disclo-
sures filed by LCRA with the nationally recognized municipal securities information repositories 
and the State Information Depository pursuant to Rule 15c2-12 of the Securities and Exchange 
Commission. The information in this report and each of the documents referred to speaks only as 
of its date. Copies of the documents referred to above or elsewhere in this report may be obtained 
from James Travis, Treasurer, LCRA, 3700 Lake Austin Boulevard, Austin, Texas 78703.
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Introduction

The fiscal year (FY) 2011 business plan for the Lower Colo-
rado River Authority stands in stark contrast to what the 
organization’s business plan would have looked like when 
LCRA was created 75 years ago.

In 1935, LCRA’s sole challenge was to acquire title to the 
abandoned Buchanan Dam project site and secure the federal 
funds that had been promised to finish the dam.  Besides a 
nine-member Board of Directors, the organization had one 
employee – a stenographer.  Its offices were a meeting room in 
the Travis County Courthouse in Austin. Its operating funds 
consisted of a $5,000 loan from the State of Texas.

Seventy-five years later, LCRA has projected revenues of $1.3 
billion for FY 2011. LCRA’s operations include a network of 
power plants, transmission facilities, water and wastewater 
utilities, dams, lakes, parks and a work force of almost 2,300 
that provide energy, water and community services to the 
people of Texas. 

As its service territory has grown and changed through the 
decades, so has LCRA in order to meet its customers’ needs.  
LCRA has continued to deliver its services through cycles of 
floods and droughts and economic expansions and recessions. 
For all the changes, LCRA has been a constant, dependable 
and stable servant for this region. That is a role LCRA plans to 
continue. This business plan shows how LCRA will carry out 
that role during the 2011 fiscal year. 

Economic Conditions and the FY 2011 Plan
Reflecting the current economic conditions, the FY 2011 
Business Plan uses assumptions for growth and sales of 
LCRA’s energy and water services that reflect slight economic 
improvement compared to conditions a year ago.   The FY 
2010 Business Plan assumed that overall demand for LCRA’s 
electric and water utility services would be flat, if not lower, 

during FY 2010 compared to prior years.  The FY 2011 plan 
improves on these projections and includes slight growth 
in demand for LCRA’s electric generation and water and 
wastewater services.  This plan anticipates a slight decrease in 
demand for transmission services in the next year, which is 
the result of assuming a more normal summer compared to 
the extremely hot conditions of last summer.  

Projected nonfuel revenues are anticipated to be $683.7 mil-
lion for FY 2011, which is $5.3 million (0.8 percent) higher 
than the FY 2010 budget. And LCRA projects a 1.32x debt 
service coverage ratio in FY 2011, compared to the 1.37x debt 
service coverage budgeted in FY 2010.

Preparing for the Future 
Generation Resource Planning: LCRA’s goal is to provide 
long-term generation resources that are reliable and cost-
effective, while also developing renewable-energy and con-
servation options that are attractive to wholesale customers. 
A key strategy is to anticipate variables – such as the effects 
of possible cap-and-trade legislation, and uncertainties about 
future load demand and fuel and power prices – to protect 
LCRA and its customers.  

Water Resource Strategy: LCRA is enhancing the Water 
Supply Resource Plan to incorporate water supply funding 
strategies and agricultural options. 

Low-Cost Provider: LCRA continues to look for ways to 
deliver its services in a cost-effective manner. For the next 75 
years, LCRA will work to continue the tradition of cost-based 
services in partnership with customers and communities. 
LCRA’s business units examine their operations to identify 
improvement opportunities, such as adapting innovative 
methods and technologies that can streamline delivery in 
processes or services.    
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Features of the FY 2011 Business Plan 
The FY 2011 Business Plan is designed to show and explain, 
through text, tables and graphics, the factors that guide 
LCRA’s operations and affect cost of service and other factors:

•	 “Sources	and	Uses”	graphs	–	for	total	LCRA	as	well	as	for	
each business unit – that show the major sources of rev-
enues and uses of these funds.

•	 The	“Key	Topics”	section	includes	information	about	rates	
for electric, water and community services, the major 
sources and uses of the Public Service Fund, staffing levels, 
and other issues that affect LCRA’s costs of providing ser-
vices.

•	 Sections	for	LCRA’s	business	units	include	information	on	
how each unit contributes to LCRA’s public-service mis-
sion, major changes from FY 2010, major issues anticipated 
for FY 2011, and revenue and expense information.

If you have questions or comments after reviewing this plan, 
please contact LCRA’s general manager, Thomas G. Mason, by 
phone at 1-800-776-5272, Ext. 3283, or by e-mail at Thomas.
Mason@lcra.org.



LCRA FY 2011 Business Plan: Frequently Asked Questions 3 

Who governs LCRA?
LCRA is governed by a 15-member Board of Directors 
appointed by the governor and confirmed by the Texas Sen-
ate. LCRA is accountable to its customers and a number of 
stakeholders, including the Texas Legislature that created it. 
The Board chair is selected by the governor and communi-
cates regularly with state policy makers and stakeholders. 
LCRA’s energy, water and community services operations 
fall under a variety of state, federal and local regulatory 
authorities. As a public entity, LCRA conducts its business 
and sets policies in open meetings and is subject to open 
records laws. LCRA neither collects nor receives taxes but 
must operate on the rates and fees it charges for its services.

Do state or local governments receive any tax 
revenues from LCRA or its related entities?
Yes. Although LCRA, as a political subdivision of the state, 
is exempt from paying state and local taxes, the Board cre-
ated a nonprofit transmission corporation and energy affili-
ates that pay state and local sales and property taxes. GenTex 
Power Corporation, which owns the Lost Pines 1 Power 
Project in Bastrop County, and LCRA Transmission Ser-
vices Corporation (TSC), which now owns and develops all 
LCRA-related transmission operations and infrastructure, 
through February 2010 paid more than $107 million in state 
and local sales and property taxes. 

What is the status of negotiations with wholesale 
power customers?
As of April 2010, 32 of LCRA’s 43 wholesale electric custom-
ers had committed to continue their wholesale power rela-
tionships with LCRA until 2041. These customers represent 
about 60 percent of LCRA’s total energy sales. LCRA contin-
ues discussions with the remaining customers and expects 
that some of those customers will choose to continue their 

LCRA relationships past the 2016 expiration of their current 
agreements.  Customers are expected to indicate by the end 
of June 2011 whether they will continue this relationship, 
consistent with the provisions of the current agreements.

What is the mission of LCRA’s nonprofit trans-
mission corporation? 
LCRA TSC works with other transmission providers, distri-
bution providers and electric generators to provide reliable 
and cost-effective electric transmission services in Central 
Texas and throughout the Electric Reliability Council of 
Texas region. 

What is CREZ, and why is LCRA involved?
CREZ, or Competitive Renewable Energy Zones, is an 
initiative	overseen	by	the	Public	Utility	Commission	of	
Texas	(PUC),	as	authorized	by	the	Texas	Legislature.	CREZ	
is intended to significantly increase the use of renewable 
energy	in	Texas.	Through	its	CREZ	process,	the	PUC	has	
designated zones in West Texas and the Panhandle as desir-
able	for	wind	power	generation.	In	addition,	the	PUC	has	
selected, through a competitive process, certain transmis-
sion service providers to build transmission lines that con-
nect these zones to the existing transmission grid to facili-
tate bringing additional wind power to market. As a result 
of	this	process,	the	PUC	has	directed	LCRA	TSC	to	build	or	
upgrade about 600 miles of CREZ-related transmission and 
substation infrastructure. 

What is the status of the drought?
The lower Colorado River basin has suffered the effects 
of a two-year drought that, at times, surpassed previous 
droughts in measures of intensity such as record-hot sum-
mer temperatures and record-low inflows into the Highland 
Lakes. As of April 2010, conditions had improved signifi-

Frequently Asked Questions
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cantly. Fall and winter rains raised water supply levels in 
lakes Buchanan and Travis from their low level of 39 percent 
full to 90 percent full. LCRA officials were optimistic that 
continued rains from the El Niño weather pattern may refill 
the lakes and end the drought this year.

Why does LCRA spend funds from electric and 
water operations on other activities such as parks 
and public safety?
The Texas Legislature has authorized LCRA to provide com-
munity services to help enhance the quality of life in Central 
Texas. These services include economic and community 
development, parks and recreation, land conservation 

and public safety on waters and lands managed by LCRA. 
These programs need funding because they do not generate 
enough revenues to cover their costs. LCRA has no taxing 
authority and does not receive state appropriations. LCRA’s 
enabling statute and related laws allow LCRA to use electric 
and water revenues to pay for programs that support its 
public service mission. 

LCRA’s	work	and	culture	are	shaped	by	five	“foundation	
values”	that	are	designed	to	provide	quality	services	to	cus-
tomers and a quality workplace for employees. Each value 
is equally important: 

Safety 
Safety always comes first at LCRA, from its power plants, 
dams and transmission facilities to its offices. LCRA identi-
fies dangers and risks to employees’ safety and health and 
finds ways to mitigate those risks.

Customer Service 
Everyone who comes in contact with LCRA is a customer 
and should be treated accordingly.

Employee Focus 
LCRA benefits from an environment where employees feel 
personally and professionally rewarded and can reach their 
full potential in the workplace. 

Diversity
The LCRA workplace is one in which everyone participates 
and contributes; each employee is welcomed, respected, 
encouraged and valued; and employees accomplish LCRA’s 
mission and business objectives in an increasingly complex 
and changing business environment.

Environmental Leadership 
LCRA weighs environmental considerations when making 
business decisions and seeks to lead by example in protect-
ing the river basin’s natural resources.

Foundation Values: How LCRA Works
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Update of FY 2010 Goals:
In FY 2010, the financial and operational goals of LCRA 
focused on serving customers, developing employees, 
strengthening relationships with stakeholders and constitu-
ents, and conservation.  Overall, good progress has been 
made on achieving these goals, and staff provides specific 
updates to the Board on the progress on a quarterly basis.   

This business plan and its FY 2011 goals incorporate some of 
what staff has learned from carrying out the FY 2010 goals.  
The FY 2011 Business Plan includes the work on price pre-
dictability, and each business unit outlines its plan for the next 
two years.  This plan also includes staff ’s work with customers 
and conservation programs that develop our future resources, 
including employees, as a reasonable low-cost provider.

FY 2011 Board Goals:

Generation Resource Plan:
•	 Define	LCRA’s	long-term	wholesale	electric	customer	

base by the end of FY 2011. Work collaboratively with 
customers to develop a corresponding long-term genera-
tion resource strategy and implementation plan consistent 
with the new form of contract that provides for Progressive 
Power and Customer Supply options that will provide our 
customers reliable, reasonably priced energy over the long 
term.

Water Supply Strategy
•	 Update	the	Water	Management	Plan	by	January	2013.

•	 Supplement	the	Water	Supply	Resource	Plan	with	funding	
strategies and options to improve water supply for agricul-
ture.

Low-Cost Provider
•	 Show	improvement	in	actual	nonfuel	costs	versus	budgeted	

nonfuel costs in FY 2011 and in future budgets.  The cost to 
maintain LCRA’s existing equipment and facilities will grow 
but will be managed to provide customers more stable and 
predictable rates over the long term.

FY 2011 Foundation Value Goals
Safety:
•	 Reduce	or	eliminate	lost-time	accidents	in	the	workplace.		

Performance will be measured based on the average annual 
number of lost-time incidents during FY 2005-2009.

	 •	 	Threshold:	Eight	lost-time	incidents	(20	percent	 
  reduction)

	 •	 	Target:	Five	lost-time	incidents	(50	percent	reduction)
	 •	 	Maximum:	No	lost-time	incidents

Customer Service
•	 Ensure	clear	communication	of	LCRA	business	strategies		

to the public and stakeholders in the public involvement 
process as measured through surveys on clarity of message.

	 •	 	Threshold:					75	percent
	 •	 	Target:											85	percent
	 •	 	Maximum:				95	percent

Employee Focus
•	 Increase	the	level	of	employee	engagement	at	LCRA.		Per-

formance will be measured based on the threshold estab-
lished in the 2008 Employee Engagement Assessment.

	 •	 	Threshold:					57	percent
	 •	 	Target:											62	percent
	 •	 	Maximum:				65	percent

Diversity
•	 Increase	employee	understanding	of	diversity	strategies	at	

LCRA.  Performance will be measured based on the thresh-
old established in the 2008 Employee Engagement Assess-
ment.

	 •	 	Threshold:					66	percent	
	 •	 	Target:											68	percent
	 •	 	Maximum:				70	percent

Environmental Leadership
•	 Initiate	a	three-year	process	that	will	ensure	all	LCRA	

operational units and facilities will have assessed their 
energy use, conducted appropriate audits, and developed 
energy efficiency and conservation plans by Dec. 31, 2013. 

	 •	 	Threshold:					33	percent	of	facilities	completed
	 •	 	Target:											50	percent	of	facilities	completed	
	 •	 	Maximum:				66	percent		of	facilities	completed

LCRA Strategic Goals and Objectives
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LCRA, Affiliates and Nonprofit Corporations Financial Summary, FY 2010 – FY 2015 (Dollars in Thousands)

Consolidated Look  
at Revenues and Expenses

•	 Total Revenues	increase	$13.3	million	(1	
percent)	from	FY	2010	budget.		Fuel	revenues	
increase	$8.0	million	due	to	increasing	fuel	costs,	
and	nonfuel	revenue	increases	$5.3	million	due	to	
increasing	debt	service	and	the	cost	of	operations	
and	maintenance.	

•	 Total Expenses	increase	by	$18.7	million	(2	
percent)	due	to	increases	in	the	cost	of	fuel	and	
purchased	power,	as	well	as	nonfuel	expenses,	

which		increase	by	$10.7	million	(4	percent)	to	pro-
vide	needed	maintenance	at	plants	and	facilities.	

•	 Debt Service Coverage,	a	widely	used	measure	
of	financial	performance,	is	forecast	to	be	1.32x	in	
FY	2011	and	increasing	to	1.44x	in	FY	2015.

•	 Net Revenues After Debt Service	are	pro-
jected	to	be	$93.1	million.		Of	this,	$18.6	million	
is	for	liquidity	reserves,	which	are	used	to	pay	
expenses	if	revenues	are	interrupted.

•	 Capital Project Expenditures	are	funded	by	
two	major	sources	–	Current	Revenues	($67.5	
million)	and	Borrowed	Funds	($373.1	million)	–	to	
pay	for	projects	that	will	last	decades.		Another	
$5.3	million	is	capital	projected	to	be	funded	by	
reserves	from	previous	years	or	entities	other	than	
LCRA.		

Key Points
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LCRA Sources and Uses, FY 2011  
(Dollars in Thousands)

The	graph	on	the	left	summarizes	the	sources	of	LCRA’s	total	projected	revenues	for	FY	2011	and	how	they	will	be	used	during	the	fiscal	year.	The	graph	on	the	right	also	
reflects	revenues	and	expenses	for	FY	2011,	but	it	excludes	fuel	and	purchased	power	revenues	and	expense.	This	provides	a	more	detailed	look	at	nonfuel	expenses	that	
are	forecast	for	the	upcoming	fiscal	year.

LCRA Sources and Uses, Nonfuel Only, FY 2011 
(Dollars in Thousands)

Wholesale Power 
Services
$867,083 (72%)

Water Services
$67,812 (6%)

Community Services
$7,665 (<1%)

Transmission 
Services
$260,062 
(22%)

Water and Wastewater 
Divesture Proceeds

$911 (<1%)

Fuel and 
Purchased Power
$518,924 (43%)

Operations 
and Maintenance
$304,887 (25%)

Debt Service
$285,676 
(25%)

Reserves
$18,615 (2%)

Revenue Funded Capital
$67,480 (6%)

Noncash Revenue
$2,811 (<1%)

Capital and Debt
Retirements
$162 (<1%)

Infrastructure Reserve
$2,479 (<1%)

GenTex Rate 
Stabilization Fund

$1,500 (<1%)

Community Grants
$1,000 (<1%)

Sources $1,203,533

Uses $1,203,533

Sources $684,609

Uses $684,609

Wholesale 
Power 
Services
$348,159 
(51%)

Water Services
$67,812 (10%)

Community Services
$7,665 (1%)

Transmission 
Services
$260,062 
(38%)

Water and Wastewater 
Divesture Proceeds

$911 (<1%)

Revenue Funded 
Capital
$67,480 (10%)

Transportation
$5,024 (<1%)

Debt Service
$285,676 
(42%)

Materials and 
Supplies
$23,175 (3%)

Employee Expense
$5,893 (<1%)

Utilities
$9,504 (1%)

Infrastructure 
Reserve
$2,479 (<1%)

Noncash Revenue
$2,811 (<1%)

Capital and Debt 
Retirements
$162 (<1%)

Computer Equipment
$9,379 (1%)

Other
$7,741 (1%)

Labor
$135,370 (20%)

Benefits
$45,873 (7%)

Reserves
$18,615 (3%)

Outside Services
$62,929 (9%)

GenTex Rate 
Stabilization Fund
$1,500 (<1%)

Community Grants
$1,000 (<1%)
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Price Predictability
Electric: Electric rates are projected to be slightly lower 
than forecast in last year’s business plan due to a decrease in 
projected natural gas prices for FY 2011. The volatile nature 
of fuel commodity prices will be the most significant driver 
of fuel rates during the fiscal year. Debt service associated 
with capital investments will continue to be a larger part of 
the nonfuel rate as work continues on the development of 
new generation facilities and ongoing upgrades of existing 
facilities. While the FY 2011 Business Plan forecasts a nonfuel 
rate increase, LCRA is committed to producing competitively 
priced, reliable electricity. The investments in capacity addi-
tions and maintenance programs in FY 2011 will help meet 
generation load growth and stabilize costs in future years.  

Electric rates are designed to recover the costs of providing 
wholesale electric power. LCRA does this through two rate 
components, a fuel and nonfuel rate, that recover LCRA’s 
costs as listed below:

Fuel Rate
Covers costs of:

•	 Fuels	(natural	gas	and	coal)	used	to	generate	electricity

•	 Managing	and	transporting	these	fuels	to	power	plants	and	
fuel storage facilities

•	 Purchased	power	that	is	required	when	LCRA’s	genera-
tion resources cannot meet customer demands, as well as 
electricity purchased from wind farms or other renewable 
energy sources

•	 Labor	for	fuel-related	activity	and	risk	management.

LCRA adjusts the fuel rate periodically to reflect changing 
fuel, fuel transportation, and purchased power costs.

Nonfuel Rate 
Covers costs of:

•	 Labor	for	nonfuel-related	activity

•	 Operations	and	maintenance

•	 Debt	service	and	debt	service	coverage

•	 Hydroelectric	operations

•	 Expenses	charged	from	Corporate	Services

•	 Contributions	to	Public	Service	Fund

•	 Other	nonfuel	costs

LCRA combines these rates into a time-of-use pricing struc-
ture.  This pricing structure is designed to be fair and equi-
table to all wholesale customers: each customer pays the exact 
same rate for energy based on when it is used (more for peak 
times such as summer afternoons, less for off-peak times such 
as the middle of the night). This pricing structure provides 
LCRA customers with pricing predictability, and they can 
use it to send pricing signals to their end-use consumers to 
encourage conservation.

Transmission 
LCRA Transmission Services Corporation (LCRA TSC) is 
continuing its approach of seeking rate increases as needed 
to maintain adequate financial performance while investing 
significant capital in new transmission facilities. LCRA TSC 
will fulfill this strategy by pursuing either Interim Capital 
Additions (ICA) or Transmission Cost of Service (TCOS) 
rate	filings	overseen	by	the	Public	Utility	Commission	of	
Texas	(PUC).	LCRA	TSC	has	determined	that	an	ICA	filing	
planned for summer 2010 is the appropriate next step. In 
addition, LCRA plans to follow the interim rate increase with 
a full TCOS rate case to be filed in fall 2010.  See the chart 
and discussion on page 20 for the FY 2011-2015 forecast of 
LCRA TSC rate actions and the resulting rate increases that 
are assumed in this business plan.  

Key Topics
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Raw Water
A raw water rate increase of 9.5 percent is planned during FY 
2011, effective January 2011.  The increase is needed due to 
the rising costs of storing, managing and providing the water 
supply, particularly in times of drought.  This would raise the 
firm-water rate from $138 per acre-foot to $151 per acre-foot.  
The reservation fee, which is half the firm-water rate, would 
similarly rise from the current $69 per acre-foot to $75.50 per 
acre-foot.

Irrigation
Board-approved rate increases of 4 percent per year from 
2010 to 2013 are included to pay for rising operational costs, 
particularly electric costs.  Subsequent rate increases of 4 
percent per year are also assumed beyond 2013.  

Full first and second crop water deliveries are included in the 
FY 2011 Business Plan as a result of rains in late 2009 and 
early 2010 that increased LCRA’s water supplies to a level 
that eliminated the need for an agricultural irrigation water 
curtailment.

Water and Wastewater Utilities
Rate increases approved by the LCRA Board for the West Tra-
vis County retail operations did not go into effect in October 
2009, as originally planned.  The delay is due to an interim 
rate set as part of a customer appeal of the rate increases.  
If LCRA receives a favorable ruling in this case, the rate 
increases are projected to go into effect April 2011.  

The Glenlake water and Camp Swift wastewater retail systems 
include proposed 9.5 percent rate increases.  Other retail sys-
tems include rate increases of 4 to 6 percent during FY 2011.  
Wholesale systems’ revenue requirements are increasing to 
match the cost of service.

Water	and	Wastewater	Utility	Services’	retail	rate	plan	is	to	
hold any annual rate increase to less than 10 percent during 
the five-year planning period.     

Parks
Revenues from fees charged at LCRA parks and natural 
science centers are projected to increase 5 percent over FY 
2010 and an additional 5 percent each subsequent fiscal year 

through FY 2015. Revenue projections are based on Board-
approved fee adjustments for LCRA parks and natural science 
centers that went into effect Jan. 1, 2009. The new fees are 
consistent with recommendations from a 2008 market study 
that compared fees for LCRA parks and natural science 
centers to those of other public and private park systems in 
Central Texas. Because park revenues do not cover costs, park 
operations receive financial support from the Public Service 
Fund.

Reserves 
In October 2009, the Board amended its policies concern-
ing reserves. The amendments require LCRA to: 1) covenant 
debt service reserve funds in the amount of six months of 
average annual debt service requirements for all outstanding 
long-term debt; and 2) target liquidity reserves equal to three 
months of average operations and maintenance expenses.  
This policy change became effective March 31, 2010, and is 
included in the FY 2011 Business Plan. 

Generation Resource Plan
Wholesale Power Services’ generation resource plan strategy 
continues to build upon previous plans to provide its whole-
sale customers with reliable, reasonably priced energy over 
the long term in an environmentally responsible manner. The 
strategy incorporates the most current view of the wholesale 
customers’ load obligations and key uncertainties such as 
fuel and market prices, potential environmental regulations, 
transmission congestion costs, electric market design, new 
generation opportunities, and generation technology costs. 
The action plan includes incremental steps to mitigate risk 
while adding the advantages of fuel diversity and flexibility 
over the longer term.
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Water Supply Resource Plan
In FY 2010, LCRA staff developed a Water Supply Resource 
Plan that will be LCRA’s strategy for meeting water needs for 
cities, businesses and industries to the year 2100. The plan-
ning process began in mid-2008 with input from the public 
on water supply options and planning priorities. The plan 
includes potential water supply projects, probable costs and 
possible effects on available water for the environment, lake 
levels and downstream farmers. 

Water supply options in the plan include enhanced conserva-
tion programs and building new supplies such as downstream 
off-channel reservoirs, desalinating brackish groundwater or 
sea water, storing water in aquifers and recovering it when 
needed, and importing groundwater. Costs for such options 
range from $3 million to $1.6 billion. In FY 2011, the Water 
Supply Resource Plan will be expanded to include funding 
strategies and options to improve water supply for agriculture.

CREZ
LCRA	TSC	is	seeking	public	input	and	PUC	approval	to	
determine the appropriate routes and structure types for 
major CREZ transmission lines.  LCRA TSC has already filed 
Certificate of Convenience and Necessity (CCN) applications 
with	the	PUC	on	two	CREZ	transmission	lines	and	plans	to	
file three additional CCN applications in late FY 2010 and 
early	FY	2011	according	to	deadlines	established	by	the	PUC.		
Other projects, such as upgrades to existing LCRA TSC lines, 
do	not	require	PUC	direction	on	routing	and	are	in	vari-
ous stages of design or construction.  By the end of FY 2010, 
LCRA TSC expects to have completed and placed into service 
5	of	21	CREZ	projects	awarded	by	the	PUC.

Conservation
Water: Additional funds have been added for water conserva-
tion in the FY 2011 Business Plan to achieve the cumulative 
water savings goal of 6,000 acre-feet per year. Pilot residential 
conservation programs with municipal raw water custom-
ers, which began in FY 2010, will be expanded in FY 2011, 
and a new commercial and industrial program will begin 
in FY 2011.  Landscape irrigation standards also are being 
developed for the West Travis County Regional Water System 
service area.  Incentives for land leveling of rice farms, as 

provided under HB 1437, will continue, and installation of 
equipment in the Garwood Irrigation District for metering 
water use will continue.  All programs were included in the 
LCRA Board-approved 2009 Water Conservation Plan.

Energy: WPS continues to work closely with wholesale elec-
tric customers on energy efficiency and conservation efforts. 
LCRA staff plans to continue studying energy efficiency 
and conservation as part of a more comprehensive demand 
management program that reduces peak demand and energy 
use over time, potentially delaying or offsetting the need for 
additional generation resources to serve our customers’ future 
needs.  In addition, LCRA will continue to offer a time-of-use 
pricing structure that electric customers can pass along to 
consumers to encourage conservation.

Land: Additional funds have been added for land conserva-
tion efforts in the FY 2011 Business Plan to increase land 
management activities on LCRA lands.  An additional 
$250,000 has been added to increase brush clearing with a 
focus on water recharge and soil conservation.  By December 
2010, staff will complete a five-year land conservation plan 
for all LCRA nonutility lands that will establish land manage-
ment goals for each property.  Best land management prac-
tices established on LCRA lands will serve as an example for 
private landowners throughout the service territory.  Current 
efforts to provide conservation techniques for land manage-
ment and watershed protection to private landowners will 
continue next year.  In FY 2011, staff will expand education 
and awareness activities to inform private landowners about 
the benefits of conservation easements.
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LCRA	budgeted	2,385	positions	for	FY	2010.	As	of	March	1,	2010,	LCRA’s	work	force	totaled	2,260,	with	96	vacant	positions	and	29	reductions.	LCRA’s	overall	
staffing	levels	are	projected	to	remain	relatively	stable	through	FY	2015.
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Compensation and Benefits
LCRA completed a comprehensive Total Rewards study to 
determine whether LCRA’s compensation and benefits pack-
age is affordable and sustainable; offers appropriate compen-
sation compared to practices of other employers with whom 
LCRA competes for talent; and reinforces a high-performance 
culture. LCRA is implementing compensation and benefits 
strategies to address these findings. As a result of that study, 
the FY 2011 budget includes recommended increases in total 
cash compensation (base salary and short-term incentive 
pay) as part of a multiyear plan to implement Total Rewards. 
Currently LCRA is 12.5 percent below the market in total 
cash compensation, and the FY 2011 Business Plan will bring 
LCRA to 6.8 percent below the market.

Compensation: LCRA’s total estimated labor budget for FY 
2011 is $185.1 million, which includes operations and mainte-
nance expense and capital expenditures.  A portion of these 
costs is charged to Austin Energy for its share of the work 
at the Fayette Power Project.  LCRA’s share of total labor is 
$135.4 million for nonfuel operations and maintenance activ-
ity, $4.2 million for fuel activity, and $32.9 million for capital 
activity.  

Base Pay Increases:  The estimated labor budget for FY 
2011 includes $5.0 million in annual labor adjustments, or 
increases in base salary.  

Short-Term Incentive Pay (“At Risk”): The estimated labor 
budget also includes $5.5 million in short-term incentive, or 
“at	risk”	pay,	which	can	only	be	received	if	LCRA,	business-
unit and individual performance goals are met during the 
fiscal year. 

Benefits: The estimated total benefits budget for FY 2011 is 
$63.0 million.  These costs follow labor expenditures, with 
LCRA’s share being $45.9 million for nonfuel operations and 
maintenance, $1.4 million for fuel activity, and $11.4 mil-
lion for capital activity.  Benefits are budgeted at 34.5 percent 
of payroll for FY 2011, which is lower than the forecasted 
amount of 36 percent from last year due to changes in LCRA’s 
benefits plan and more aggressive negotiations with LCRA’s 
benefits providers.
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LCRA Public Service Fund, FY 2010 – FY 2015 (Dollars in Thousands)

Sources and Uses, LCRA Public Service Fund, FY 2011 (Dollars in Thousands)

Sources $33,525 Uses $33,525

Wholesale Power 
Services
$21,817 (65%)

Transmission Services
$7,766 (23%)

GenTex
$2,164 (7%)

Water Services
$1,778 (5%)

Community Services
$26,705 (80%)

Irrigation Support
$1,041 (3%)

Water and 
Wastewater 
Utility Equity
$3,300 (10%)

Infrastructure 
Reserve
$2,479 (7%)

Public Service Fund
The Public Service Fund is the mechanism LCRA uses to fund  
statutory programs that do not generate sufficient revenues to 
fully recover their costs and for other uses at the Board’s dis-
cretion.  The Public Service Fund is directed through Board 
Policy 301 – Financial Policy, which establishes the fund 
parameters, and Board Policy 403 – Community Services, 
which establishes the guidelines for developing and carrying 
out Community Services programs. An element of the cost of 
service for LCRA’s generation, transmission and water opera-
tions includes contributions to this fund.

Based on a negotiated contractual arrangement with LCRA’s 
wholesale electric customers, Wholesale Power Services’ 
contributions to the Public Service Fund are adjusted each 
year at a rate indexed to average load growth.  Contributions 
from GenTex 1 are based on 3 percent of budgeted revenues.  
Transmission Services’ annual contributions are also 3 per-
cent of its total budgeted revenues.  Contributions from Water 
Services are based on 3 percent of its budgeted revenues with 
the exceptions of revenues associated with irrigation services 
and pass-through transactions from service providers.  Water 
Services’ contributions also exclude intracompany revenues 
associated with LCRA’s hydroelectric and utility operations.
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Wholesale Power Services

Contribution to LCRA
•	 Wholesale	Power	Services	(WPS)	is	responsible	for	provid-

ing reliable, competitively priced electricity for LCRA’s 43 
wholesale electric customers from LCRA power plants and 
purchased power. 

What’s Changed From FY 2010?
•	 Projected	revenues	for	FY	2011	will	be	2	percent	higher	

than the previous year’s budget, primarily due to an 
increase in fuel revenues.

•	 Nonfuel	revenues	are	expected	to	increase	by	4	percent,	due	
in large part to outage and maintenance work at LCRA’s 
generating facilities.

What’s Ahead for FY 2011?
•	 Continue	to	work	with	unsigned	wholesale	electric	cus-

tomers to extend power contracts beyond the current 2016 
expiration date to 2041.

•	 Begin	receiving	200	megawatts	(MW)	of	renewable	wind	
power from the Papalote Creek Wind Farm, a step that 
nearly triples LCRA’s commitment to wind-generated 
power. 

•	 Continue	feasibility	studies	for	potential	development	of	a	
natural gas-fired generation resource in the western por-
tion of LCRA’s electric service territory.

•	 Continue	construction	on	the	coal-fueled	Sandy	Creek	
Energy Station, which is scheduled to go on-line in FY 
2013.

Revenue Analysis
In FY 2011, WPS’ operating revenues of $865 million are 
$20 million, or 2 percent, higher than last year’s budget. 
This increase reflects a fuel revenue increase of $8 million 
and a nonfuel revenue increase of $12 million, or 4 percent. 
For the FY 2012–2015 horizon, fuel revenue increases are 

a product of higher prices forecast for fuel and purchased 
power, as well as an increase in customers’ combined load 
requirements.   Nonfuel revenue increases over this same 
period are the result of increasing debt service attributed to 
WPS’ projected capital spending.

Expense Analysis
Operating expenses in FY 2011 of $707 million are $22 mil-
lion, or 3 percent, higher than last year’s budget. Nonfuel 
operations and maintenance expenses, including assigned 
corporate expense, increased by $13 million over last year’s 
budget, primarily due to increases associated with operating 
and maintaining LCRA’s generating facilities. Fuel expense 
and purchased power increased $8 million due to higher fore-
cast energy prices. In FY 2011, debt service payments of $127 
million are $2 million, or 1 percent, greater than last year’s 
plan. Increases in debt service payments throughout this 
business plan horizon reflect capital spending associated with 
LCRA’s 100-MW ownership investment in the Sandy Creek 
Energy Station, the addition of pollution-control technology 
at the Fayette Power Project, and the potential development of 
a natural gas-fired generating facility in the western portion 
of LCRA’s electric service territory. Additionally, debt service 
coverage is included in the nonfuel revenue requirement to 
achieve a targeted 1.25x debt service coverage level. Projected 
capital expenditures for FY 2011 are $104 million and are $1.0 
billion over the five-year plan period.

Summary 
While costs associated with WPS capital projects result in an 
increase in the nonfuel cost component of LCRA’s wholesale 
electric rate, these investments help WPS maintain a competi-
tive position compared to the market over the long term. The 
addition of the Winchester Power Park peaking unit reduces 
customers’ exposure to volatile market prices for purchased 
power, and the coal-fueled Sandy Creek Energy Station adds 
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Wholesale Power Services and Affiliates Operating Budget 1, FY 2010 – FY 2015 (Dollars in Thousands)

additional base-load power to LCRA’s generating portfolio. 
These capacity additions, combined with the additional wind 

power from Papalote Creek, offer further generating flexibility 
and technology diversity to the LCRA portfolio.
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Wholesale Power Services Sources and Uses, FY 2011 (Dollars in Thousands)

Sources $867,083 Uses $867,083

Nonfuel Revenues
$345,936 (40%)

Fuel and Purchased 
Power Revenues
$518,924 (60%)

Interest Income
$2,223 (<1%)

Fuel and Purchased 
Power Expense
$518,924 (60%)

Nonfuel Operations 
and Maintenance
$141,312 (16%)

Assigned Corporate 
Expense $22,365 (3%)

Public Service Fund – 
WPS $21,817 (3%)

Corporate Capital
$3,421 (<1%)

Debt Service
$126,624 (15%)

Operating Reserves
$10,019 (1%)

Public Service Fund – 
GenTex 1 $2,164 (<1%)

Revenue Funded Capital
$18,937 (2%)

GenTex Rate 
Stabilization Fund
$1,500 (<1%)
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Transmission Services

Contribution to LCRA 
•	 Transmission	Services	provides	services	to	LCRA	Trans-

mission Services Corporation (LCRA TSC), which owns 
transmission, transformation and metering assets and is 
helping upgrade the transmission network in the Electric 
Reliability Council of Texas (ERCOT) region. LCRA TSC 
has no staff. LCRA provides or procures all necessary 
services required to construct, operate and maintain LCRA 
TSC’s system.

•	 The	Transmission	Services	business	unit	also	provides	con-
struction, maintenance, engineering and other unregulated 
services to LCRA’s wholesale electric customers and other 
external customers, as well as to LCRA business units.

What’s Changed From FY 2010?
•	 Due	to	the	acceleration	of	the	expected	completion	dates	

for two major capital projects, LCRA TSC now plans to 
file an interim rate increase intended to address recovery 
of capital investment costs. LCRA TSC plans to follow this 
interim update by filing a Transmission Cost of Service rate 
case in late 2010, based upon a FY 2010 historical test year.  

What’s Ahead for FY 2011?
•	 LCRA	TSC	takes	full	operational	control	of	facilities	in	

Southeast Texas acquired from American Electric Power.  
Integration of these aging transmission lines, while still 
maintaining LCRA TSC’s goal of 99.999 percent system 
availability, will pose a significant challenge in FY 2011.

•	 Construction	of	new	transmission	facilities	will	remain	
a high priority.  FY 2011 will represent a continuation of 
LCRA TSC’s strategy to construct major transmission lines 
throughout the ERCOT region.  LCRA TSC expects to 
complete its Clear Springs-to-Hutto project, a 100-mile, 
345-kilovolt transmission line in Central Texas.  During 
FY 2011, LCRA TSC will continue working with landown-

ers	and	the	Public	Utility	Commission	of	Texas	(PUC)	
to determine appropriate routes for major Competitive 
Renewable Energy Zones (CREZ) projects in the Hill 
Country and West Texas.  Other CREZ projects will be in 
various stages of design and construction.    

•	 LCRA	TSC’s	FY	2011	Capital	Plan	recommends	adding	21	
projects in Central Texas. These projects’ lifetime budgets 
will add $39.9 million to the $1.1 billion in projects previ-
ously approved by the LCRA TSC Board of Directors.

Revenue Analysis
Revenue for all services provided by the Transmission 
Services business unit is forecast to total $259 million in FY 
2011.  LCRA TSC projects collecting $250 million in FY 2011 
for provision of regulated transmission, transformation and 
metering services.  This represents an increase of $13 mil-
lion or 5.5 percent from the FY 2010 budget of $237 million 
for regulated services.  Higher regulated revenues will result 
from unusually hot temperatures in summer 2009, driving 
an increase in the transmission billing unit combined with 
LCRA TSC’s expected interim rate increase during FY 2011.  
This increase will be partially offset by an anticipated decline 
in demand for the Transmission Services business unit’s 
unregulated services, resulting in $4 million less in revenues 
for these services in FY 2011 compared to FY 2010.  

Expense Analysis
Expenses for services provided by the Transmission Services 
business unit are budgeted at $106.9 million, including $98 
million for services provided to LCRA TSC and $8.9 million 
for unregulated customer services.  LCRA TSC’s budget for 
FY 2011 will provide regulated services necessary for the safe, 
reliable operation of the transmission system.  Total expenses 
for FY 2011, including assigned corporate expense and Public 
Service Fund contribution, increase by $0.9 million compared 
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to FY 2010.  The budget increase will help ensure that LCRA 
TSC is able to meet North American Electric Reliability Cor-
poration and ERCOT reliability standards.  

Additional budgeted staff positions are planned to be added 
to address needed transmission right-of-way maintenance 
and enhancements and to bolster the technical staff at LCRA 
TSC’s Elof Soderberg System Operations Control Cen-
ter.  LCRA TSC will outsource a significant amount of its 
construction costs to external contractors. In addition, the 
Transmission Services business unit forecasts the need to add 
full-time, temporary or project employees in its engineering, 
real estate services and construction departments to address 
higher levels of capital project activity.  

  

Summary 
The FY 2011 Business Plan continues LCRA TSC’s mission to 
provide safe, reliable and cost-effective transmission services 
while investing in new facilities to serve needs across ERCOT.   
Over the next five years, LCRA TSC plans to bring more than 
$1 billion in new transmission system facilities into service, 
including	more	than	$700	million	in	support	of	the	PUC’s	
CREZ initiative.

Transmission Services Sources and Uses, FY 2011 (Dollars in Thousands)

Sources $260,062 Uses $260,062

LCRA TSC 
Regulated Revenues
$250,027 (96%)

Transmission Customer 
Services Revenues
$8,821 (3%)

Interest Income
$1,214 (<1%)

LCRA TSC 
Regulated Expenses
$69,456 (27%)

Public Service 
Fund
$7,766 (3%)

Assigned
Corporate Expense
$22,020 (8%)

Transmission 
Customer 
Services Expenses
$7,629 (3%)

Debt Service
$118,170 (45%)

Operating Reserves
$6,437 (3%)

Revenue Funded 
Capital
$28,584 (11%)
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Transmission Services Operating Budget, FY 2010 – FY 2015 (Dollars in Thousands)

•	 LCRA	TSC	revenue	projection	for	FY	2011	of	$250	
million	is	$13	million	higher	than	in	FY	2010.		Rev-
enue	growth	will	result	from	a	higher	transmission	
billing	unit	driven	by	unusually	high	summer	peak	
temperatures	in	2009	and	an	interim	rate	increase	
expected	to	be	filed	by	LCRA	TSC	early	in	FY	2011.		

.•	 Transmission	Customer	Services	is	expected	to	
provide	revenue	of	$8.8	million	and	an	operating	
margin	of	$1.2	million	in	FY	2011.	

•	 LCRA	TSC’s	FY	2011	expenses	of	$98	million,	
including	allocated	corporate	expense	and	Public	
Service	Fund,	are	up	$4.9	million	over	FY	2010.	

•	 LCRA	TSC’s	capital	plan	anticipates	placing	more	
than	$1.1	billion	of	new	transmission	system	facili-
ties	into	service	over	the	next	five	years.	

•	 LCRA	TSC’s	FY	2011	debt	service	coverage	ratio	is	
forecast	to	be	1.30x.	

Key Points
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Forecast for LCRA TSC Capital Project Completions  
and Impact on Transmission Cost of Service (TCOS) Rate, FY 2010 - FY 2015
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Significant	capital	investment	for	
new	and	upgraded	system	capac-
ity	in	Central	Texas	and	Competitive	
Renewable	Energy	Zones	transmission	
infrastructure	will	drive	LCRA	TSC’s	need	
to	increase	rates	in	the	future.	LCRA	TSC	
is	forecasting	more	than	$1.1	billion	in	
capital	project	completions	in	the	coming	
five-year	planning	period.	

LCRA	TSC	plans	to	file	an	interim	update	
followed	by	a	TCOS	rate	case	in	FY	2011,	
with	a	rate	increase	expected	to	be	in	
place	by	FY	2012.	Successive	filings	in	
FY	2012	through	2014	will	be	required	
to	recover	increased	debt	service,	debt	
service	coverage,	and	property	taxes	
associated	with	the	new	transmission	
facilities	being	placed	into	service.

The	ERCOT	“postage	stamp	rate”	refers	to	all	of	the	transmission	service	provider	(TSP)	rates	added	together.	
LCRA	TSC	accounts	for	15	percent	of	the	total	rate.	Each	retail	electric	utility,	or	distribution	service	provider	
(DSP),	in	ERCOT	pays	each	TSP’s	rate	times	the	DSP’s	share	of	the	average	summer	peak	load	measured	in	
kilowatts.	DSPs	pass	through	transmission	costs	to	end-use	customers.

LCRA TSC’s Share of ERCOT Transmission Rate
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LCRA TSC’s O&M to Net Plant Ratio Trend, 
FY 2002 - FY 2009 Actual and FY 2010 - FY 2015 Forecast
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LCRA	Transmission	Services	Corporation’s	(TSC)	ratio	of	operations	and	maintenance	(O&M)	cost	per	dollar	of	net	assets	(plant)	in	service	decreased	signifi-
cantly	between	FY	2002	and	FY	2006	and	has	remained	stable	through	FY	2009.			The	ratio,	known	as	“O&M	to	Net	Plant,”	is	calculated	by	dividing	the	total	
O&M	in	a	given	year	by	the	depreciated	value	of	the	equipment	and	facilities	in	the	system.		The	ratio	measures	a	utility’s	efficiency,	overall	cost-effectiveness	
of	providing	service	and	ability	to	complete	planned	capital	improvements.		The	lower	the	ratio,	the	more	efficiently	a	system	has	been	operated	and	main-
tained.		LCRA	TSC’s	forecast	shows	the	ratio	continuing	to	decrease	in	most	years	until	FY	2015,	when	capital	investment	drops	off	significantly.
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Water Services
Contribution to LCRA 
•	 Water	Services	manages	the	basin’s	water	resources	to	pro-

vide a clean, reliable water supply and protect communities 
from the worst effects of floods and droughts; operates the 
Highland Lakes’ dams and hydroelectric facilities; and pro-
vides water and utility services to communities, businesses 
and individuals throughout the lower Colorado River 
basin.

What’s Changed From FY 2010?
•	 Lower	Water	and	Wastewater	Utility	revenues,	primarily	

as a result of the divestiture of the Brushy Creek and Hutto 
wastewater systems and due to the uncertainty of the out-
come of the West Travis County retail water and wastewa-
ter rate appeal.

•	 The	FY	2011	plan	assumes	that	the	LCRA-SAWS	(San	
Antonio Water System) Water Project will remain on hold.

What’s Ahead for FY 2011?
•	 Expand	the	Water	Supply	Resource	Plan	to	include	funding	

strategies and options to improve water supply for agricul-
ture.

•	 In	accordance	with	Board	direction	from	April	2008,	con-
tinue to pursue financial improvements and divestitures, 
where prudent for LCRA and its customers, in the Water 
and	Wastewater	Utilities.

•	 Begin	the	process	to	update	the	Highland	Lakes	Water	
Management Plan.

Revenue Analysis
Water Services’ FY 2011 revenues of $100.6 million are 
$17.8 million or 15 percent lower than FY 2010. The revenue 
decrease is the result of the divestiture of the Brushy Creek 
and Hutto wastewater systems and the appeal of the Board-
approved West Travis County retail water and wastewater rate 
increases in October 2009.

Continued slow growth is expected for Water and Wastewater 
Utility	Services	for	FY	2011.		Increased	growth	in	FY	2012	
and beyond is expected to occur with an improvement in 
economic conditions in the area.

For firm raw water, a proposed rate increase of 9.5 percent 
in January 2011 to $151 per acre-foot is included in order 
to carry out LCRA’s statutory mission of flood management, 
water supply, water quality, water conservation and other 
water-resource management services.  In addition, this rate 
increase is needed in order to fund a large capital project to 
rehabilitate the floodgates at Buchanan Dam. 

The 4 percent per year increase in irrigation rates is largely to 
try to keep up with the inflationary effects of the substantial 
electric and other variable costs of the irrigation operation. 
These rate increases are Board-approved through 2013.  Even 
with the additional revenues from these rate increases and 
from the recent increases in rice acres farmed, Irrigation 
Operations does not attain full cost recovery, due to the policy 
of no new debt issued for Irrigation.

Revenues for hydroelectric operations are cost-of-service 
based and continue to rise primarily as a result of existing 
debt and future capital improvements. The projected costs are 
still below the forecasted market value (see graph on page 25), 
which is tied to the price of natural gas.

Revenue from the Board-approved rate increases of 15 and 
24 percent for retail treated water and wastewater, respec-
tively, for the West Travis County system is assumed in April 
2011. (As mentioned earlier, these rate increases are currently 
under appeal.) Depending on the outcome of the rate appeal 
process, this rate increase could be less and/or delayed from 
April 2011, affecting revenues in FY 2011 and beyond.  Rate 
increases of less than 10 percent are included for the West 
Travis County water system for FY 2012 and FY 2013.  Rate 
increases are planned in FY 2011 for the Glenlake, Hill Coun-
try, Alleyton and Matagorda Dunes water systems and the 
Ridge Harbor, Lometa, Camp Swift and Alleyton wastewater 
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systems. Growth in living unit equivalents for the West 
Travis water system is expected to grow by 3 percent in FY 
2011, with 8 to 11 percent per year growth in FY 2012 and 
beyond.  Revenues for all wholesale systems are forecast to 
rise to match cost of service.

Expense Analysis
Expenses in FY 2011 are $58.5 million, which is $4.0 mil-
lion or 6.4 percent lower than FY 2010. These expense 
reductions result from the sale of the Brushy Creek and 
Hutto wastewater systems and elimination of 24 staff 
positions in Water Services. The reductions enable Water 
Services to plan for $1.4 million for base pay increases and 
short-term incentive pay and to cover increased outside 
legal costs, while still reducing overall costs.  

In FY 2011, debt service payments of $34.0 million are $4.8 
million less than FY 2010 as a result of the divestiture of the 
Brushy Creek and Hutto wastewater systems and, to a lesser 
extent, Water Services’ lower overall capital program.  Pay-
back	of	previously	deferred	Water	and	Wastewater	Utility	
Services debt is scheduled to begin in FY 2011.

Projected capital expenditures for FY 2011 are $29.9 mil-
lion and for the five-year plan period are $181.2 million.  
This is lower than FY 2010 as a result of the Brushy Creek 

and Hutto wastewater systems divestitures.  In addition, 
capital expenditures reflect slower near-term West Travis 
County expenditures, pending the outcome of the rate 
appeal process.

The five-year capital plan includes almost $27 million for 
the rehabilitation of the floodgates at Buchanan Dam.

Summary 
Over the long term, demands for all Water Services’ prod-
ucts and services are expected to remain strong with slower 
growth in FY 2011 and increased projected growth in FY 
2012 and beyond as the economy improves.  Water Ser-
vices’ price plan is to hold any rate increases to single-digit 
percentages.

Water	and	Wastewater	Utility	Services	will	be	challenged	in	
the near term to achieve financial sustainability given the 
uncertainty of the West Travis County rate appeal.  Despite 
this and other challenges, this plan demonstrates Water 
Services’ commitment to delivering quality services in a 
cost-conscious manner. 
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Water Services Operating Budget, FY 2010 – FY 2015 (Dollars in Thousands)
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Water Services Sources and Uses, FY 2011 (Dollars in Thousands)

Sources $106,181 Uses $106,181

Water and 
Wastewater 
Utility Services 
Revenues
$36,751 (35%)

Public Service 
Fund Assistance
$4,341 (4%)

Water Resource
Management Revenues
$29,271 (28%)

Hydro Services 
Revenues
$25,327 (24%)

Interest Income
$289 (<1%)

Irrigation 
Operations 
Revenues
$9,291 (9%)

Water and Wastewater
Divestiture Proceeds
$911 (<1%)

Water Resource
Management Expenses
$11,764 (11%)

Water and 
Wastewater 
Utility Services 
Expenses
$15,067 (14%)

Irrigation Operations 
Expenses $7,199 (7%)

Hydro Services 
Expenses
$9,342 (9%)

Noncash Revenues
$2,811 (3%)

Assigned
Corporate Expense
$13,396 (13%)

Public Service 
Fund $1,778 (2%)

Revenue 
Funded Capital
$8,674 (8%)

Operating Reserves
$373 (<1%)

Debt Service
$34,027 
(32%)

Corporate Capital
$1,588 (1%)

Capital and Debt
Retirements
$162 (<1%)

•	 Water	and	Wastewater	Utility	Services	is	sig-
nificantly	lower	in	revenues,	expenses	and	debt	
service	as	a	result	of	the	divestiture	of	Brushy	
Creek	and	Hutto	wastewater	systems.		In	addition,	
West	Travis	County	revenues	are	lower	in	FY	2011	
from	the	delay	in	the	Board-approved	rate	increase	
until	April	2011	as	a	result	of	the	rate	appeal.

•	 Water	Services	has	worked	to	reduce	controllable	
costs	wherever	possible,	including	eliminating	24	
positions.

•	 Water	and	Wastewater	Utility	capital	spending	is	
partially	delayed	in	the	near	term,	pending	the	
outcome	of	the	rate	appeal	process	in	West	Travis	
County.

•	 Despite	the	rate	and	other	challenges,	Water	Ser-
vices	is	decreasing	the	use	of	Public	Service	Funds	
by	$1.9	million	or	almost	45	percent	over	the	plan	
period.

Key Points
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Irrigation First Crop Acreage FY 2000 - FY 2015
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This	graph	shows	the	impact	of	the	divested	Water	and	Wastewater	Utility	systems	to-date	on	revenues	(plotted	on	the	left)	and	net	revenues	after	debt	service	
(plotted	on	the	right).		The	divested	systems	include	the	Brushy	Creek	and	Hutto	Wastewater	Systems	and	the	Harper,	London	and	Bridgepoint	Water	Systems.
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Community Services

Contribution to LCRA 
•	 Board	Policy	403	-	Community	Services	established	the	

guidelines for developing and carrying out Community 
Services programs. Community Services provides access 
and recreational opportunities for the public to the lower 
Colorado River and its tributaries and reservoirs through 
its 42 parks and three natural science centers. The busi-
ness unit is responsible for a Public Safety Department that 
safeguards LCRA parks, lakes and facilities. Community 
Services also provides community and economic develop-
ment assistance to LCRA service-area communities; an 
environmental laboratory that provides services to state 
agencies, cities and the general public, as well as to LCRA 
power plants and water operations; and conservation ser-
vices for the more than 16,000 acres of LCRA land that is 
not dedicated to its electric or water operations.

What’s Changed From FY 2010?
•	 Increased	soil	conservation	efforts	on	LCRA	lands

•	 Deferred	capital	projects	for	parks	to	obtain	better	cost	
estimates

•	 Eliminated	expenses	for	the	Texas	Leadership	Institute	
program in Community Assistance Services.

What’s Ahead for FY 2011?
•	 Begin	construction	of	San	Saba	River	Nature	Park.

•	 Complete	planning	for	Pedernales	River	Nature	Park.

•	 Assume	operations	of	three	parks.

•	 Refocus	and	increase	soil	conservation	and	brush	clearing	
efforts on LCRA lands.

Revenue Analysis
Community Services revenues are expected to increase 5 per-
cent to $7.7 million in FY 2011, compared to $7.3 million in FY 
2010, due to additional revenue streams at three parks, primarily 

Matagorda Bay Nature Park. Other revenue-generating activi-
ties include Environmental Laboratory Services, LCRA’s three 
natural science centers and nature parks, marina and boat dock 
fees, ground lease revenues, and soil conservation grants. These 
revenues reduce the amount from the Public Service Fund that 
is needed for Community Services to carry out programs and 
capital projects.

Expense Analysis
Operating costs are expected to be $27.1 million in FY 2011, 
which is $1.9 million (7.5 percent) higher than FY 2010’s 
operating costs. The primary drivers of the operating cost 
increases are as follows:

•	 $250,000	due	to	growth	in	park	operations	for	the	addition	
of three new sites,

•	 $475,000	for	increased	utilities	and	maintenance	costs	at	
the natural science centers,

•	 $250,000	increase	in	conservation	on	LCRA	lands,

•	 $180,000	in	higher	environmental	laboratory	expenses	to	
support public drinking water analyses,

•	 $250,000	increase	in	security	at	lakes	and	parks,	and

•	 $50,000	transfer	from	Communication	Services	for	the	
Nobody’s Waterproof public awareness program.

Expenses for these groups account for $1.5 million of the 
increase based on additional demands for public services. These 
areas represent $18.6 million (69 percent) of the total operating 
expense budget.

Summary 
In order to meet the increasing demands and needs of the 
public, the five-year plan projects Community Services’ share of 
the Public Service Fund assistance to grow at about a 6 percent 
average per year during FY 2011-2015.  Capital expenditures 
increase in FY 2013 reflecting improvements to the Pedernales 
River Nature Park in Blanco County.
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Community Services Operating Budget, FY 2010 – FY 2015 (Dollars in Thousands)

•	 Revenues	for	Park	Operations	are	expected	to	be	
higher	than	last	year,	due	to	additional	revenue	
streams	at	three	sites,	primarily	at	Matagorda	Bay	
Nature	Park.

•	 Operating	expenses	are	higher	than	last	year’s	
amounts,	primarily	due	to	additional	demands	for	
public	services.

•	 Capital	expenditures	in	the	five-year	forecast	
include	projects	focused	on	parks	in	Blanco,	San	
Saba	and	Travis	counties.

Key Points
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Community Services Sources and Uses, FY 2011 (Dollars in Thousands)

Sources $34,370 Uses $34,370

Operating Revenue
$7,665 (22%)

Public Service Fund
$26,705 (78%)

Operating Expense
$21,410 (62%)

CDPP Grant Program
$1,000 (3%)

Assigned Corporate 
Expense
$5,683 (17%)

Capital 
Improvement 
Projects
$6,277 (18%)

Parks and Natural Science Centers Visitation, CY 2003 – 2009 (Estimated Visits)

Prior	to	2007,	visitation	at	LCRA	parks	has	averaged	approximately	1	million	users	annually.		A	fee	increase	in	Travis	County-operated	LCRA	parks	in	2004	and	lower	
lakes	levels	in	2006	may	have	affected	overall	visitation	during	those	years.		Attendance	increases	in	2007	and	since	then	are	primarily	due	to	the	opening	of	Matagorda	
Bay	Nature	Park,		capital	improvement	projects	at	other	park	sites,		new	program	opportunities	at	McKinney	Roughs	and	outreach	programs	throughout	the	LCRA	service	
area.		In	2009,	record	low	water	levels	on	lakes	Buchanan	and	Travis	greatly	affected	the	overall	visitation	at	all	of	the	LCRA	Highland	Lakes	parks	as	boat	ramps	and	
other	recreational	opportunities	became	unavailable.	
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Corporate Services
Contribution to LCRA 
•	 Corporate	Services	provides	oversight	as	well	as	support	

services to the LCRA business units that can be managed 
most cost effectively as a central operation. The four areas 
of support are the General Manager, including Legal and 
Internal Audit; the Chief Financial Officer, which provides 
financial oversight; the Chief Administrative Officer, which 
provides internal operations support; and External Affairs, 
which coordinates external relationships primarily with 
regulators and other public officials.

•	 LCRA	Telecommunications,	under	the	Chief	Adminis-
trative Officer, provides radio and telecommunications 
services to LCRA as well as to LCRA’s wholesale electric 
customers, law enforcement agencies, school districts, 
transportation agencies and other customers upon request.

•	 Corporate	costs	are	assigned	to	each	business	unit	based	on	
a reasonable cost allocation method as a means of recover-
ing the cost to provide oversight and support services.

What’s Changed From FY 2010?
•	 Increased	technology	support	for	implementing	the	Public	
Utility	Commission	of	Texas’	nodal	wholesale	market	
design in December 2010

•	 Increased	technology	support	for	implementing	the	North	
American Electric Reliability Corporation cyber standards

•	 Delay	of	regulatory	support	for	Competitive	Renewable	
Energy Zones (CREZ) projects to 2011

•	 Reduced	Communication	Services	expenses

What’s Ahead for FY 2011?
•	 Provide	regulatory	support	for	CREZ	projects.

•	 Conduct	an	employee	opinion	survey.

•	 Continue	implementing	the	Supply	Management	changes	
with an FY 2011 goal of $11.0 million cost reduction in 
procuring goods and services.

•	 Complete	a	study	on	future	computer	data	center	require-
ments.

•	 Begin	the	900-MHz	radio	system	upgrade	project.

•	 Begin	construction	of	an	office	building	at	the	Dalchau	
Service Center and a maintenance facility in the western 
service region, which will reduce annual leasing costs.

Revenue Analysis
Corporate Services revenues are expected to be $5.0 million 
for FY 2011, compared to $5.4 million in FY 2010. Changes 
in the economy, combined with the radio upgrade capital 
project, are expected to affect customer decisions on pur-
chases and planned projects, resulting in no projected new 
radio sales or related maintenance agreements.  This revenue 
is generated from customers who purchase access to LCRA 
telecommunications infrastructure in the service area. This 
service is directed by LCRA Board Policy 220 – Telecommu-
nications, and these revenues reduce the internal technology 
expenses allocated to each business unit.  

Expense Analysis
Corporate Services has budgeted $83.4 million in FY 2011 for 
net operations and maintenance expenses, which is $3.2 mil-
lion, or 4 percent, higher than FY 2010. The primary drivers 
of the cost increase from FY 2010 budget includes:

•	 Increased	technology	support	for	Wholesale	Power	Ser-
vices’ nodal market efforts.

•	 Supply	management	efforts	to	continue	the	cost	savings	for	
materials and services that were initiated in FY 2009.   

•	 A	request	from	the	Fayette	Power	Project	for	Facilities	to	
begin supporting the air-conditioning systems.

•	 Legal	services	for	additional	staff	to	support	litigation	
issues in Water and Wholesale Power Services.

Summary 
Services provided are scaled to the specific needs of business 
units as they respond to changes in their business require-
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Corporate Services Operating Budget, FY 2010 – FY 2015 (Dollars in Thousands)

ments and the current economic pressures. In some areas 
there is a demand to expand services, such as supporting 
new generation resources, nodal market implementation and 
the CREZ projects. Some areas are scaled back in response 
to a changing business, such as Communication Services 
scope, and water and wastewater utility systems. Technol-

ogy demands are increasing in all areas as dependency on 
technology continues to drive infrastructure expansion, while 
some technologies are being consolidated to eliminate redun-
dancy across the company. Employee benefits and compensa-
tion recommendations are being implemented to support an 
affordable, competitive work force.

•	 Revenues	for	Telecommunication	Customer	Services	
are	expected	to	be	7.5	percent	lower	in	FY	2011,	
due	to	changes	in	the	economy.

•	 Operating	expenses	for	FY	2011	are	3.2	percent	
higher	than	last	year,	due	to	increased	demands	
for	Information	Technology,	Facilities	and	Supply	
Management	Services.

•	 Capital	expenditures	in	the	five-year	forecast	
include	construction	of	two	buildings	and	an	
upgrade	of	the	radio	system	that	supports	LCRA	
operations.

Key Points

Corporate Services Expense Allocations, FY 2010 – FY 2015 (Dollars in Thousands)
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Corporate Services Net Expense Reconciliation,  
FY 2010 – FY 2011  
(Dollars in Thousands)

Corporate Services Net Expense Reconciliation,  
FY 2011 (Last Year) to FY 2011 (This Year)  
(Dollars in Thousands)

Corporate Services Expenses, FY 2011 (Dollars in Thousands)

Total $88,410

Information 
Technology
$24,046 (28%)

Telecommunications
$10,444 (12%)

Human Resources
$5,581 (5%)

Facility Services
$10,893 (13%)

Communications
$3,165 (4%)

Legal Services
$3,964 (4%)

Supply Management
$6,209 (7%)

Financial Services
$14,176 (17%)

External Affairs
$5,145 (5%)

Other Services
$3,614 (4%)

Governmental Affairs
$1,173 (1%)

The	first	reconciliation	chart	shows	the	growth	from	FY	2010	to	FY	2011.		The	second	chart	compares	last	year’s	estimate	for	FY	2011	versus	the	proposed	Corporate	budget.
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Total Corporate Expense Charged to Business Units, FY 2011  
(Dollars in Thousands)
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Corporate	expenses	increased	primarily	in	Wholesale	Power	Services	in	support	of	new	generation	resources.	Wholesale	Power	Services’	share	increased	
$2.0	million,	Transmission	Services’	share	increased	$0.2	million,	Water	Services’	share	increased	$0.2	million,	and	Community	Services’	share	increased	
$0.3	million.

In	FY	2011	approximately	$9.6	million	of	corporate	expense	is	forecast	to	be	capitalized	to	LCRA	capital	projects.	This	figure	is	lower	than	the	$10.0	
million	capitalized	in	the	FY	2010	budget.
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During 2010 LCRA is observing its 75th anniversary. How 
have LCRA and its business operations evolved over time?  
This section takes a look at where LCRA was 75, 50, 25 and 
10 years ago.  Because LCRA’s planning process has evolved 
along with its operations, a direct comparison with some fig-
ures, as shown in present-day business plans, was not always 
possible. Some figures may come from other documents of 
the era, such as Board meeting minutes and financial audits.  
Even so, the facts and figures shed light on how LCRA has 
grown and changed through the years.    

FY 1936 (75 Years Ago)
For LCRA’s first full fiscal year (which began Sept. 1, 1935, in 
keeping with other state agencies), the focus was on com-
pleting the Buchanan Dam project, for which LCRA had 
been created.  The Buchanan project assets included one 
horse, which LCRA had acquired as part of a land purchase. 
(LCRA sold the horse for $75 in January 1936.) LCRA looked 
forward to the hiring of its first general manager, Clarence 
McDonough, and leasing its first headquarters offices in the 
Littlefield Building in downtown Austin.

Operating Budget: Roughly $793,833.49, based on cash on 
hand from federal and state appropriations, income from 
rental fees on Buchanan land properties, escrow accounts and 
advances for traveling expenses, according to LCRA’s audit for 
1935.

Amount from Electric Operations: $0.00, as LCRA had no 
electric operations at the time.

Capital Budget:  $7,804,749.84 in federal grants and loans 
and deferred debt for Buchanan Dam construction, according 
to the 1935 audit.

Number of Employees: 9, counting the incoming general 
manager, as of the close of LCRA’s 1935 fiscal year on Aug. 
31.  Employees included General Counsel Alvin Wirtz, a 
treasurer, auditor, land commissioner, health officer, police 
superintendent (for Buchanan security patrols), and LCRA’s 

first hire, stenographer Madeline Norris.  By the following 
two months, LCRA had hired an additional 30 employees, 
including a personnel director, eight accountants, six stenog-
raphers, a telephone-system operator and support staff for 
LCRA executives. 

FY 1961 (50 Years Ago)
By its 25th anniversary, LCRA regarded itself primarily as an 
electric utility, serving wholesale and retail customers. Non-
electric operations played relatively minor roles. LCRA had 
phased out its soil conservation program; some present-day 
operations, such as water quality, were nonexistent.  LCRA’s 
main generation source was the hydroelectric stations at the 
Highland Lakes dams, supplemented by the Comal Power 
Plant and purchased power. But shortly before the start of 
LCRA’s 1961 fiscal year, General Manager Sim Gideon had 
made one strategic acquisition: the Gulf Coast Water Com-
pany, the first of the coastal irrigation districts that LCRA 
would acquire in subsequent years.  Growing demand for 
electricity, coupled with uncertainties about the reliability of 
hydrogenation and purchased power to meet that demand, 
eventually led LCRA to build the gas-fired Sim Gideon Power 
Plant.

Operating Budget: About $7.6 million, based on cash and 
other assets listed in LCRA’s audit for its 1960 fiscal year.

Amount from Electric Operations: At least $3.4 million 
for the 12 months ending June 30, 1960, based on reported 
revenues for Pedernales and Bluebonnet electric cooperatives 
(which LCRA operated at the time) and LCRA’s retail electric 
operations in Kerrville, San Marcos and San Saba.  LCRA 
records do not indicate revenues from its wholesale electric 
sales.

Fuel and Purchased Power Costs: $1.2 million (35 percent 
of LCRA’s total retail electric revenues) for 12 months end-
ing June 30, 1960, including $363,209.80 for fuel (about 10 
percent of total retail revenues) and $871.247.12 (about 25 
percent of total retail revenues) for purchased power.

LCRA’s Business Plans: A Look Back
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Capital Budget: $761,704.39, based on construction funds 
listed in the LCRA audit.

Number of Employees: 572 at the start of the fiscal year, 
which began July 1. By year’s end, staff had grown to 591.   

FY 1986 (25 Years Ago)
By its 50th anniversary LCRA was expanding some of its 
nonelectric operations, such as water quality and conserva-
tion and education programs. But electric generation plans 
continued to drive the budget. Roughly 91 percent of the five-
year capital budget was for expansion of the Fayette Power 
Project,	including	construction	of	Unit	3	(already	under	
way),	a	possible	Unit	4	(never	built),	and	construction	of	the	
nearby Cummins Creek lignite mine (ultimately abandoned, 
though LCRA incorporated some of the acreage acquired for 
the mine into its Natural Resource Conservation programs). 
But other electric operations were changing: By fall 1985 the 
LCRA Board voted to sell off LCRA’s retail electric operations 
in Kerrville, San Marcos and San Saba.  And there would be 
changes at the top: the fiscal year began with General Man-
ager Elof Soderberg and ended with S. David Freeman.

Operating Budget:  $292.1 million, based on projected total 
revenues.

Amount from Electric Operations:  $257.0 million (88.0 
percent of total revenues).

Fuel Costs: Projected expenses of $162.6 million (55.7 per-
cent of total revenues); but the budget anticipated collecting 
only	$155.9	million	from	a	“fixed	fuel	factor”	set	by	the	Public	
Utility	Commission	of	Texas,	which	at	the	time	regulated	the	
rates of LCRA and many other electric utilities. 

Capital Budget: $345.7 million ($1.5 billion for FY 1986-
1990).

Number of Employees: 1,828, including 29 part-time 
employees.   

FY 2001 (10 Years Ago)
LCRA’s attention to its nonelectric operations continued to 
expand in the ensuing years. That expansion was reflected in 
LCRA’s FY 2001 Business Plan, which listed 48 goals under 
the	headings	of	Public	Service,	Utility	and	Community	Infra-

structures, and Foundation Strategies. But electric operations 
were still a key priority. The coming state-mandated deregula-
tion of the electric utility market required LCRA to anticipate 
its possible effects on LCRA’s wholesale customers and to 
plan	for	“unbundling”	of	its	transmission	assets	and	opera-
tions. LCRA also was expanding its water and wastewater 
utilities system and preparing for the startup of the Lost Pines 
1 Power Project, 50 percent of which LCRA owned through 
its	GenTex	subsidiary.	Urbanization	of	the	Highland	Lakes	
region challenged LCRA to meet higher public expectations 
regarding surface water management, flood-warning notifica-
tion and water quality assessments.

Operating Budget: $565.4 million.

Amount from Electric Operations: $513.4 million (90.8 
percent of total revenues).

Fuel and Purchased Power Costs: $222.6 million (39.4 per-
cent of total expenditures).

Capital Budget: $221.3 million ($602 million for FY 2001-
2005).

Number of Employees: 1,724 at start of fiscal year; increased 
to 1,910 by fiscal year-end, primarily due to expansion of the 
water utility system.

For the FY 2000 Business Plan, which incorporated a 
10-year planning scenario, General Manager Mark Rose 
envisioned the LCRA of 2010:

“In	2010,	the	LCRA	will	be	a	powerful	force	in	the	life	of	
Central Texas – a mature regional organization that delivers 
on its mission.  We will be supplying wholesale power at com-
petitive rates, water to growing communities, and an array of 
services that will help communities grapple with growth and, 
in some cases, with economic decline.  We will be here, mak-
ing a difference.

“The	LCRA	is	well-positioned:	it	is	financially	sound	and	
valued by our communities. It is solving the problems placed 
before us by our mission. In 2010, circumstances will be very 
different. Our markets will have changed, our services will be 
modified, and our customers will have different needs. But, as 
we are today, we will be strong contributing members of our 
communities.”
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