
 

 

Office of the City Manager 
 City of Richland Hills, Texas 
 

Memorandum 
To:          Honorable Mayor Bill Agan and members of the Richland Hills City Council 

From:      Eric Strong, City Manager 

Date:          July 1, 2014   

Subject:   Utility Rate Study 

 

City Council Action Requested: 

Consider agreement for Utility Rate Study with the Wallace Group 

 

Background Information:  

Funds were set aside in the current year budget to conduct a Utility Rate Study for 

Water and Wastewater rates.  In order to accurately accomplish this task, there are 

several other steps that need to be taken.   

We need to have a consultant look at historical data of utility system problems we have 

encountered and help us develop a strategic approach for replacement of parts of the 

utility system.  This will be done by evaluating pipe age, condition, maintenance history 

and main break history.  They will also factor in how critical each line is (ie, whether it 

serves a large population or a small population) and how difficult each replacement is. 

Conducting this study will allow them to develop a Capital Improvement Plan, which will 

be an integral part of the future rates for our customers. 

The end result of this study will include several deliverables, which include: 

 Mapping that documents historical maintenance activities over the last 10 years 

 Water and Wastewater 10-year CIP 

 Three alternative rate structures with projected rate increases for the next five fiscal years 

 Draft Water and Wastewater CIP and Rate Study Report 

 Final Water and Wastewater CIP and Rate Study Report 

 Electronic project files 
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Attached to this memo you will find a Scope of Requested Services that were provided 

to the consultant to assist them in preparing their proposal.  You will also find a 

proposed contract with the consultant. 

  

 

Board/Citizen Input: Meeting with Infrastructure Committee of the Council will be held 

prior to the Council Meeting. 

 

Financial Impact:  Not to exceed $60,000 

 

Staff Contacts:  

Eric Strong, City Manager 
817-616-3806 
estrong@richlandhills.com 
 
Attachments:  Scope of Work 
   Proposed Contract 
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City of Richland Hills 
Water and Wastewater CIP and Rate Study 

SCOPE OF SERVICES 
 

 
PROJECT UNDERSTANDING: 
  
The City of Richland Hills (City) is seeking assistance to develop updated capital improvement plans 
(CIPs) for the City’s water and wastewater systems.  The CIPs will focus on increasing reliability and 
In addition, the City would like to perform a water and wastewater rate study to develop an 
appropriate retail rate structure for water and wastewater service.     
 

TASK A: Project Management  
 

A1. Project Kick-Off Meeting:  Conduct a project kick-off meeting at the City’s office to review scope, 
project team, data requirements, lines of communication, and project schedule. 

 
A2. Data Collection and Review: Coordinate with City staff to compile information including 

historical work order and maintenance data, water main breaks, GIS files, water consumption 
data, facility information, as-built drawings pump station layouts, historical revenues and 
expenditures, current rate structure, recently completed water system improvements, and 
other pertinent data. 

 
 

TASK B: Asset Management and Pipeline Replacement Program 
    
B1. Document and Map Maintenance Activities: Coordinate with City staff to document and map 

maintenance and rehabilitation activities over the last 10 years.  This task may include 
interviews with system operators and documentation of manhole replacement program, sewer 
interceptor repairs and replacements, SSO data, work order data, main break data and CCTV 
data.  Coordinate with City staff to document age and material of water and sewer lines as part 
of this task. 
 

B2. Develop Condition and Criticality Scoring Parameters for Pipelines:  Work with City staff to 
develop a draft condition and criticality scoring program for water and wastewater pipelines.  

 Potential condition parameters include:  
o Pipe age 
o Pipe material 
o Maintenance history  
o Main break history 

 Potential criticality data includes: 
o Redundancy 
o Number of customers served 
o Ease of access for repairs 
o High impact customers (schools, central business district, etc.)  
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B3. Prepare Mapping of Condition, Criticality, and Risk Scoring: Develop large scale color-coded 
mapping of the results of the pipeline condition, criticality, and risk scoring analysis.   

B4. Develop Risk Based Assessment Matrix for Pipelines: Based on the results of the condition and 
criticality assessment, develop a risk matrix for water and wastewater pipeline assets.  The risk 
matrix will identify the highest risk pipeline assets and characterization of risk exposure.  

B5. Develop Pipeline Renewal Strategy: Work with City staff to develop a strategy to utilize the 
results of the risk based assessment of pipelines to develop a prioritized water and wastewater 
infrastructure renewal plan and CIP. Potential considerations include trigger for CIP inclusion, 
funding constraints, capacity of staff, and the City’s comfort with varying levels of risk exposure.    

B6. Develop Pipeline Renewal CIP: Based on the renewal strategy developed in the previous task, 
develop a 10-year water and wastewater renewal program CIP for pipelines that includes 
project prioritization, phasing, descriptions, mapping, cost estimates by fiscal year, project 
justification, and business case for facility and pipeline renewal projects.  

B7. Progress Meeting #3 – Water and Wastewater Pipeline Replacement Program:  Attend a 
progress meeting with the City to discuss the results of the condition and criticality risk based 
assessment and pipeline renewal program CIP.  

 

TASK C: Water and Wastewater Capital Improvement Plan   
 

C1. Develop Draft Capital Improvement Plan (CIP) Costs, Phasing Plan & Mapping:  Develop a draft 
10-year prioritized water and wastewater system CIP that integrates system capacity and 
rehabilitation needs.  CIP will consists of project descriptions, cost estimates for each proposed 
project, phasing, and large-scale city-wide mapping of projects based upon water system 
modeling requirements and reliability needs. Costs will be in Year 2014 dollars and will include 
engineering and contingencies.    

 
C2. Progress Meeting #4 – Capital Improvements Plan: Attend a progress meeting with City to 

discuss draft CIP, project phasing, and results of prioritization.   

C3. Finalize Capital Improvement Plan (CIP) Costs, Phasing Plan & Mapping:  Incorporate City 
comments and develop a final 10-year prioritized water and wastewater system CIP that 
integrates system capacity and rehabilitation needs.  CIP will consists of project descriptions, 
cost estimates for each proposed project, phasing, and large-scale city-wide mapping of projects 
based upon water system modeling requirements and reliability needs. Costs will be in Year 
2014 dollars and will include engineering and contingencies.   

 

TASK D: Water and Wastewater Rate Study 

D1. Gather and Input Basic Data into Rate Model:  

a. Participate in Kick-off Meeting with City and gather basic data on population and water 
and wastewater use, income, and expenses.  Enter this basic data into spreadsheet rate 
model for analysis. Discuss any questions on the rate study with City of Richland Hills 
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staff, including: any expected variations from the historical or budget amounts; possible 
approaches for water and wastewater rate structures; public perception and acceptance 
of rate adjustments; City’s preferences on future transfers to or from general fund to 
water and wastewater funds; and contracts for water and wastewater service between 
Richland Hills and the City of Fort Worth. 

b. Have discussions with Fort Worth and evaluate their historical charges to Richland Hills 
and how wet/dry years affect charges.   

D2. Projection of Operating Expenses and Income:  

a. Develop projections of future income and expenses for the water and wastewater fund. 

 Analyze historical trends of income and expenses considering historical data on 
number of connections, groundwater pumped, metered water sales, wastewater 
flow, historical water and wastewater rates, etc. 

b. Provide the projected operating expenses and revenues at current rates to City of 
Richland Hills staff for their review. Revise projections based on staff comments. 

 

D3. Development of Revenue Requirements based on Capital Improvement Plan: 

a. Based on the costs and timing of improvements in the CIP, develop assumed timing and 
amounts of bond issues needed to finance the improvements. 

b. Develop a preliminary estimate of revenue requirements for water and for wastewater. 
Compare revenue requirements with projected revenues at current rates to estimate 
necessary rate increases. 

c. Progress Meeting #5 – Rate Alternatives 

 Review the Capital Improvement Costs and other information leading to revenue 
requirement estimates. 

 If necessary, discuss alternatives to modify rate increases, including reduced 
operating expenses and ways to achieve reductions (including water conservation 
efforts), changes in timing of capital improvements, other financing sources, and 
other adjustments. 

 Discuss potential water and wastewater rate structures. 

 

D4. Development of Rate Structure: 

a. Develop up to three alternative rate structures for the City of Richland Hills with 
projected rate increases for the next five fiscal years. 

b. Select a recommended rate structure for the City of Richland Hills. 

c. Progress Meeting #6 - Meet with City of Richland Hills staff to review the recommended 
rate structure. Revise the rate structure as appropriate. 
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d. Obtain data on water and wastewater rates of nearby communities. Compare water and 
wastewater costs for Richland Hills with those in nearby communities. 

 

TASK E: Technical Report and Council Presentations 

E1. Prepare Draft Technical Report: Prepare a Draft Water and Wastewater CIP and Rate Study 
Report discussing assumptions, methodologies, and findings of the study.  The report will include 
large scale colored maps showing proposed system improvements. Submit one (1) electronic 
PDF copy of the draft report.   

E2. Progress Meeting #7 – Draft Technical Report: Attend a progress meeting with the City to discuss 
and solicit comments on the Draft Water and Wastewater CIP and Rate Study Report.   

E3. Revise and Finalize Technical Report: Revise the report based on City comments and submit ten 
(10) final hard copies and one (1) electronic copy in PDF format of the Final Water and 
Wastewater CIP and Rate Study Report. 

E4. City Council Presentations:  Various presentations to City Council.  Be available to answer 
questions and discuss content. 

 
 
Summary of Deliverables 

 Mapping that documents historical maintenance activities over the last 10 years 

 Water and Wastewater 10-year CIP 

 Three alternative rate structures with projected rate increases for the next five fiscal years 

 Draft Water and Wastewater CIP and Rate Study Report 

 Final Water and Wastewater CIP and Rate Study Report 

 Electronic project files 
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