
A Municipal Utility District (MUD) is a special-purpose local government entity, most commonly used 
in Texas, that is created to finance, build, operate, and maintain infrastructure for a defined geographic 
area—typically where a city is not yet providing those services. 

Core purpose 
MUDs exist to make land developable by funding and managing essential utilities and infrastructure, 
including: 

•Water supply and treatment 
•Wastewater (sewer) systems 
•Drainage and flood control 
•Roads and related infrastructure (in some districts) 

How a MUD works 
•Creation: A MUD is authorized by the Texas Legislature and regulated by the Texas 
Commission on Environmental Quality (TCEQ). 
•Governance: It is governed by an elected board of directors chosen by residents within the 
district. 
•Financing: 

•The MUD issues bonds to pay upfront for infrastructure. 
•Those bonds are repaid through property taxes levied on landowners within the district. 

•Ongoing revenue: Residents also pay utility fees (water, sewer, etc.), similar to city utility 
bills. 

Why MUDs are common 
•They allow developers to build in areas outside city limits without waiting for a city to extend 
services. 
•They shift infrastructure costs from developers or cities to future property owners who benefit 
from the improvements. 
•Cities often later annex MUD areas once development matures. 

What it means for residents 
If you live in a MUD: 

•You typically pay an additional property tax on top of county, school district, and other taxes. 
•In exchange, you receive reliable utilities and infrastructure comparable to city services. 
•You vote in MUD elections and can even run for the MUD board. 
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