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November 1, 2024 

Laurie Gharis, Chief Clerk 
Office of the Chief Clerk 
Texas Commission on Environmental Quality 
P.O. Box 13087, MC-105 
Austin, Texas 78711-3087 

Re: Application For Preston Road Municipal Utility District of Grayson County; 
TCEQ Docket No. 2024-1611-DIS 

Dear Ms. Gharis: 

Transmitted herewith for filing with the Texas Commission on Environmental Quality 
(Commission or TCEQ) are the following items to be filed as backup materials for the 
November 20, 2024, agenda on a hearing request for the creation of Preston Road 
Municipal Utility District of Grayson County. 

1. Technical memo prepared by staff;  
2. Petition for Creation; 
3. Metes and bounds; 
4. Temporary Directors’ Affidavits; and 
5. Notice of District Petition and map. 

Please do not hesitate to contact me if you have any questions regarding these 
materials. Thank you for your attention to this matter. 

Respectfully submitted, 

 
Kayla Murray, Staff Attorney 
Environmental Law Division 

Enclosures 



Exhibit “B” 

Texas Commission on Environmental Quality 
TECHNICAL MEMORANDUM 

To: Justin P. Taack, Manager Date: June 18, 2024 
Districts Section 

Thru: Michael Briscoe, Team Lead 
Districts Creation Review Team 

From: Kisha Jerrells 
Districts Creation Review Team 

Subject: Petition by Preston 56, LP, for Creation of Preston Road Municipal Utility District 
of Grayson County; Pursuant to Texas Water Code Chapters 49 and 54. 
TCEQ Internal Control No. D-12272023-031 (TC) 
CN: 606214278 RN: 111868386 

A. GENERAL INFORMATION

The Texas Commission on Environmental Quality (TCEQ) received a petition within the 
application requesting approval for the creation of Preston Road Municipal Utility District of 
Grayson County (District). The petition was signed by Justin Whitman, manager of Preston (GP) 
56, LLC, a Texas limited liability company, General Partner of Preston 56, LP, a Texas limited 
partnership (Petitioner). The petition states that the Petitioner holds title to a majority in value 
of the property in the proposed District, and it further states that there are no lienholders to be 
included in the proposed District.  

The District is proposed to be created and organized according to the terms and provisions of 
Article XVI, Section 59, of the Texas Constitution and Chapters 49 and 54 of the Texas Water 
Code (TWC). 

Location and Access 

The proposed District is located in Central Grayson County, approximately 5 miles southeast of 
the City of Southmayd (City). The proposed District is located east of Farm-to-Market Road 
(FM) 289, south of TX 56, and north of Pleasant Home Road. The proposed District is located 
entirely within the extraterritorial jurisdiction of the City and outside the corporate limits or 
extraterritorial jurisdiction of any other city or town. Access to the proposed District is 
provided by Pleasant Home Road.  

Metes and Bounds Description 

The proposed District contains one tract of land totaling 295.131 acres. The metes and bounds 
description of the proposed District has been checked by TCEQ staff and has been found to 
form an acceptable closure. 
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City Consent 

In accordance with Texas Local Government Code Section 42.042 and TWC Section 54.016, the 
Petitioner submitted a petition to the City, requesting the City’s consent to the creation of the 
District. After more than 90 days passed without receiving consent, the Petitioner submitted a 
petition to the City to provide water and sewer services to the District. The 120-day period for 
reaching a mutually agreeable contract as established by with Texas Local Government Code 
Section 42.042(c) and TWC Section 54.016(c) expired, and the information provided indicates 
that the Petitioner and the City have not executed a mutually agreeable contract for service. 
Pursuant to with Texas Local Government Code Section 42.042(f) and TWC Section 54.016(d), 
failure to execute such an agreement constitutes authorization for the Petitioner to initiate 
proceedings to include the land within the District. 

Statements of Filing Petition 

Evidence of filing the petition with the City Secretary’s office, the Grayson County Clerk’s office, 
the TCEQ’s Dallas/Fort Worth regional office, the Texas state representative, and the Texas 
state senator was included in the application. 

County Notification 

TWC Section 54.0161 requires the TCEQ to notify the County Commissioners Court of a 
creation application if all of the proposed District is located outside of the corporate limits of a 
municipality. Information provided indicates the proposed District is entirely outside the 
corporate limits of any municipality. By letter dated January 23, 2024, the Grayson County 
Commissioners Court was notified of the subject application. A response has not been received 
to date.  

Type of Project 

The proposed District will be considered a “developer project” as defined by 30 Texas 
Administrative Code (TAC) Section 293.44(a). Therefore, developer cost participation in 
accordance with 30 TAC Section 293.47 will be required. 

Developer Qualifications 

Application material indicates that J. Justin Whitman will carry out the development of the 
proposed District.  J. Justin Whitman has developed commercial property in California, Texas, 
Indiana, and Florida.  

Appraisal District Certificate 

By certificate dated August 29, 2023, the Grayson Central Appraisal District has certified that 
the appraisal roll indicates that as of July 27, 2023, Preston 56, LLC, is the owner of all the 
property in the proposed District. 

Temporary Director Affidavits 

The TCEQ has received affidavits for consideration of the appointment of temporary directors 
for the following: 

Ashtyn Layne Hicks Sarah Cochran Lamb Ronald Anthony Filley 

Matthew Cole Zimmerman Cindy O’Brien 
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Each of the above persons named is qualified, as required by 30 TAC Section 293.32(a), to serve 
as a temporary director of the proposed District as each (1) is at least 18 years old, (2) is a 
resident of the State of Texas, and (3) either owns land subject to taxation within the proposed 
District or is a qualified voter within the proposed District. Additionally, as required by TWC 
Section 54.022, the majority are residents of the county in which the proposed District is 
located, a county adjacent to the county in which the proposed District is located, or if the 
proposed District is located in a county that is in a metropolitan statistical area designated by 
the United States Office of Management and Budget or its successor agency, a county in the 
same metropolitan statistical area as the county in which the proposed District is located. 

Notice Requirements 

Proper notice of the application was published on February 25 and March 3, 2024, in the 
Waxahachie Daily Light, a newspaper regularly published or circulated in Grayson County, the 
county in which the District is proposed to be located. Proper notice of the application was 
posted on February 19, 2024, at the place for posting legal notices at the Grayson County 
Courthouse. Accordingly, the notice requirements of 30 TAC Section 293.12(b) have been 
satisfied. 

B. ENGINEERING ANALYSIS 

The Creation engineering report indicates the following: 

Availability of Comparable Service 

According to information provided, the proposed District is located within the water Certificate 
of Convenience and Necessity (CCN) of City of Sherman, City of Southmayd, and City of 
Dorchester and will receive retail water service from the three mentioned entities based on the 
CCN locations within the proposed District. The District is not located within the CCN of any 
wastewater treatment provider. The City did not agree to provide wastewater service to the 
proposed District. The District will construct a wastewater treatment facility to serve its 
customers. No other comparable water or wastewater services are available in the area. 

Water Supply and Distribution 

The engineering report states that the proposed District will construct a water plant and 
associated water wells within each of the CCN service areas. The proposed district will 
construct the water facilities which will be dedicated to, owned, maintained, and operated by 
the cities based on the CCN service area. All water distribution and supply system 
improvements to serve the proposed District will be designed in accordance with the criteria 
established by the City of Sherman, City of Southmayd, City of Dorchester and TCEQ, as 
applicable.  

The water distribution system for full development of the proposed District will consist of 
approximately 7,220 linear feet (LF) of 8-inch water lines and 5,550 LF of 12-inch water lines, 
along with all related appurtenances. The proposed water distribution system will be looped 
where feasible to provide alternate service routes during emergencies and maintenance periods, 
and to equalize pressure in the system.  

Wastewater Treatment and Collection 

The proposed District plans to provide wastewater service from its own wastewater treatment 
and distribution facilities. All wastewater facilities will be designed in accordance with the 
criteria established by the TCEQ. 
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The wastewater collection system will consist of a network of gravity wastewater lines that flow 
to the onsite wastewater treatment plant. The wastewater collection system for full 
development of the proposed District will consist of approximately 7,120 LF of 8-inch to 
12-inch wastewater lines, along with related manholes and appurtenances. 

Storm Water Drainage System and Drainage Improvements 

The storm water runoff within the proposed District will be collected in curb and gutter streets 
which will outfall into detention ponds prior to discharging into Choctaw Creek or tributaries 
thereto southeast of the proposed District which all ultimately drain to the Red River. All storm 
drainage improvements will be designed in accordance with criteria established by Grayson 
County. 

Road Improvements 

Application material indicates the proposed District will consist of a central collector roadway 
and perimeter roadway improvements. All roadway improvement will be designed in 
accordance with criteria established by Grayson County and Texas Department of 
Transportation. 

Topography/Land Elevation 

The topography of the proposed District generally drains in a southerly direction to Choctaw 
Creek. Elevations within the proposed District range from 822 feet to 866 feet above mean sea 
level. The fill and/or excavation associated with the development of the District’s systems will 
not cause any changes in land elevation other than that normally associated with the 
construction of the underground utility systems, drainage facilities and paving. Therefore, no 
unreasonable effect on land elevation is anticipated.  

Floodplain 

According to Federal Emergency Management Agency Flood Insurance Rate Map Panel 
No. 48181C04000F dated September 29, 2010, the entire proposed District is within Zone X. 

Subsidence 

According to application material, neither the City of Sherman, City of Southmayd or the City of 
Dorchester are experiencing any land subsidence issues, therefore the development of the 
proposed District is not anticipated to have an unreasonable effect on subsidence in the area. 

Groundwater Level/ Recharge 

The water supplies utilized by City of Sherman, City of Southmayd, and City of Dorchester are a 
combination of surface and groundwater.  There is no indication that groundwater supply is a 
concern in this area and the proposed District is not anticipated to have an unreasonable effect 
on the supply. 

Approximately 40% of the proposed District’s area will be made impervious as a result of 
development, leaving ample area pervious to allow for recharge of the groundwater within the 
area; therefore, the development is not anticipated to have an unreasonable effect on recharge 
capability. 
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Natural Runoff and Drainage 

Runoff from the site is expected to be typical of single family residential and multi-family 
residential developments and will be detained prior to release from the proposed District. As 
the release of runoff will be regulated to be comparable to pre-developed conditions, it is not 
anticipated that the development will have an unreasonable effect on storm runoff rates. 

Water Quality 

Wastewater flows from the proposed District will be collected and treated at its proposed 
wastewater treatment facilities. Therefore, the proposed District is anticipated to have minimal 
effect on water quality. 

Dam Safety Analysis 

The Dam Safety Section of the TCEQ has conducted a review of the proposed creation of the 
subject District and has concluded that there are no existing dam safety issues associated with 
the proposed District. Therefore, no dam safety analysis is required. 

C. SUMMARY OF COSTS 

WATER AND DRAINAGE 

Construction Costs 
District’s 

Share 

(1) 

A. Master District Facilities 

1. Major Water Distribution improvements $ 10,971,753 

2. Major Sanitary Sewer Improvements 20,166,685 

3. Major Storm Drainage Improvements 1,947,497 

Total Master district Facilities  $ 33,085,935 

B. Developer Facilities 

1. On-site Distribution Improvements $ 0 (2) 

2. On-site Sanitary Sewer Improvements  0 (2) 

3. On-site Storm Drainage Improvements 0 (2) 

Total Developer Facilities  $ 0 

TOTAL CONSTRUCTION COSTS $ 33,085,935 

Non-construction Costs 

A. Legal Fees $ 1,050,625 

B. Fiscal Agent Fees 840,500 

C. Interest Costs 

1. Capitalized Interest (12 months at 4.5%) 1,891,125 

2. Developer Interest (24 months at 4.5%) 2,977,734 

D. Bond Discount (3%) 1,260,750 

E. Creation Costs 100,000 

F. Organization and Operating Costs 100,000 

G. Bond Issuance Costs 211,243 
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H. Bond Application Reports 360,000 

I. Attorney General Fee 42,025 

J. TCEQ Bond Issuance Fee (0.25%) 105,063 

TOTAL NON-CONSTRUCTION COSTS $ 8,939,065 

TOTAL BOND ISSUE REQUIREMENT $ 42,025,000 

Notes: 
(1) Assumes 69.38% funding of anticipated master district facilities, where applicable.
(2) Application material indicates that 0% of eligible on-site developer facility costs are projected to

be reimbursed with bonds.

Eligibility of costs for District funding and 30% developer contribution requirements will be 
determined in accordance with TCEQ rules in effect at the time bond applications are reviewed. 

ROADS 

Construction Costs 
District’s 

Share 

(1) 

A. Master Districts Facilities  

1. Major Roadway System: Collectors  $ 2,376,959 

2. Major Roadway System: Perimeter Roads 3,092,267 

Total Master district Facilities  $ 5,469,226 

B. Developer Facilities  

On-site Roadway $ 0 (2) 

TOTAL CONSTRUCTION COSTS $ 5,469,226 

Non-Construction Costs 

A. Legal Fees $ 173,875 

B. Fiscal Agent Fees 139,100 

C. Interest Costs  

1. Capitalized Interest (12 months at 4.5%) 312,975 

2. Developer Interest (24 months at 4.5%) 492,230 

D. Bond Discount (3%) 208,650 

E. Bond Application Report Costs 75,000 

F. Bond Issuance Costs 76,989 

G. Attorney General Fee 6,955 

TOTAL NON-CONSTRUCTION COSTS $ 1,485,774 

TOTAL BOND ISSUE REQUIREMENT $ 6,955,000 

Notes: 
(1) Assumes 69.38% funding of anticipated master district facilities, where applicable.
(2) Application material indicates that 0% of eligible on-site developer facility costs are projected to

be reimbursed with bonds.
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A preliminary layout of roads proposed for funding has been provided, and they appear to 
benefit the proposed District and the land included within the proposed District. Eligibility of 
costs may be subject to TCEQ review to be determined in accordance with TCEQ rules in effect 
at the time bond applications are reviewed. 

D. ECONOMIC ANALYSIS 

Land Use 

The land use for the proposed District is projected in the following table. 

Development Acres ESFCs 

Single-Family 191.941 864 

Multi-Family 42.170 588 

Park/Open Space 17.560 5 

Right Of Way Dedication 22.360 0 
Water, Wastewater and Detention 
Facilities  18.000 0 

Gas Easement 3.100 0 

Total 295.131 1,457 

Market Study 

A market study, prepared by Residential Strategies, Inc., dated September 2023 has been 
submitted in support of the creation of the proposed District. The market study indicates that 
the proposed District will contain single-family homes on 40-foot lots priced between $275,000 
and $325,000, on 50-foot lots priced between $300,000 and $375,000, on 60-foot lots priced 
between $340,000 and $415,000, and $104,000 per unit for multi-family, and are expected to 
be absorbed at a rate of 91 to 158 units per year among all lot sizes throughout the initial five 
years of activity. 

Project Financing 

The estimated total assessed valuation of the proposed District at completion is as follows: 

Units Planned 
Number of 

Units/Acreage 
Average 

Unit Value 
Total Value 

at Build-Out 

Single-Family (40-Foot Lots) 258 $300,000 $77,400,000 

Single-Family (50-Foot Lots) 475 $337,500 $160,312,500 

Single-Family (60-Foot Lots) 131 $377,500 $49,452,500 

Multi-Family 840 $104,000 $87,360,000 

Total Assessed Valuation $374,525,000 

The application considers an estimated bond issue requirement of $48,980,000 ($42,025,000 
for utilities and $6,955,000 for roads), assuming 69.38% financing, a bond coupon rate of 4.5%, 
and a 25-year bond life; therefore, the average annual debt service requirement would be 
$3,303,164 ($2,834,125 for utilities and $469,038 for roads). Assuming a 98% collection rate 
and an ultimate assessed valuation of $374,525,000, a tax rate of approximately $0.90 ($0.77 
for utilities and $0.13 for roads) per $100 assessed valuation would be necessary to meet the 
annual debt service requirement. Application material also indicates a maintenance tax of $0.10 
per $100 assessed valuation is anticipated. 
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The total 2023 overlapping tax rates on land within the proposed District are shown in the 
following table. 

Taxing Jurisdiction Tax Rate (1) 

Grayson County $ 0.31 

Choctaw Water 0.01 

Jr. College 0.15 

Southmayd/Sadler ISD 1.23 

Proposed Preston Road MUD 1.00 (2) 

Total Tax Rate $ 2.70 

Notes: 
(1) Represents tax rate per $100 assessed valuation.
(2) Includes a $0.90 debt service tax rate (utilities and roads) and a $0.10 maintenance tax rate.

Based on the proposed District tax rate and the year 2023 overlapping tax rate on land within 
the proposed District, and assuming 69.38% financing, the project is considered economically 
feasible. 

Water and Wastewater Rates 

According to information provided, the estimated monthly fee for 10,000 gallons of water and 
wastewater service would be $88.48 for the City of Sherman, $71.35 for the City of Dorchester 
and $255.61 for the City of Southmayd. 

Comparative Water District Tax Rates 

A combined projected tax rate of $1.00 per $100 assessed valuation, as indicated above, for 
69.38% financing for the proposed District is comparable to other districts in the area. Based on 
the requirements of 30 TAC Section 293.59, this project is considered economically feasible. 

E. SPECIAL CONSIDERATION 

Request for Road Powers 

A request for approval of road powers was included in the petition for creation of the proposed 
District. Pursuant to TWC Section 54.234, approval of road powers may be requested at the 
time of creation. The engineering report provided with the application included a summary of 
the estimated costs. The proposed roads appear to benefit the proposed District and financing 
appears feasible. 

F. CONCLUSIONS 

1. Based on TCEQ policy, compliance with TCEQ rules, and review of the engineering report
and supporting documents, the proposed District is considered feasible, practicable, would
be a benefit to the land within the proposed District, and would be necessary as a means to
finance utilities and to provide utility service to future customers.
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2. Based on a review of the preliminary engineering report, market study, the proposed
District’s water, wastewater, and drainage facilities and roads, a combined projected tax
rate of $1.00 per $100 assessed valuation, the proposed District obtaining a 4.5% bond
coupon rate, and other supporting data, the proposed District is considered feasible under
the feasibility limits prescribed by 30 TAC Section 293.59.

3. The recommendations are made under authority delegated by the Executive Director of the
TCEQ.

G. RECOMMENDATIONS 

1. Grant the petition for creation of Preston Road Municipal Utility District of Grayson County.

2. Grant the District’s request to acquire road powers in accordance with TWC Section 54.234
and 30 TAC Sections 293.11(d)(11), 293.201, and 293.202, subject to the requirements
imposed by the TCEQ and the general laws of the State of Texas relating to the exercise of
such powers.

3. The order granting the petition should include the following statement:

“This Order shall in no event be construed as an approval of any proposed agreements or of
any particular items in any documents provided in support of the petition for creation, nor
as a commitment or requirement of the TCEQ in the future to approve or disapprove any
particular items or agreements in future applications submitted by the District for TCEQ
consideration.”

4. Appoint the following to serve as temporary directors until permanent directors are elected
and qualified:

Ashtyn Layne Hicks Sarah Cochran Lamb Ronald Anthony Filley 

Matthew Cole Zimmerman Cindy O’Brien 

H. ADDITIONAL INFORMATION 

The petitioner’s professional representatives are: 

Attorney: Ms. Mindy L. Koehne – Coats Rose, PC 
Engineer: Ms. Stephanie D. White, P.E. – Kimley-Horn 
Market Analyst: Ms. Cassie Gibson – Residential Strategies, Inc. 
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