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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: August 2", 2016

Subject: Utility Bill Update

Council Action Requested:
No Action — Discussion Only

Background Information:

Staff frequently receives questions about residential utility bills and what drives the amount residents
pay for utilities. While the utility bill is commonly referred to as a “water bill”, it is really comprised of
charges for the following services:

e Water Service

e Wastewater Service

e Garbage Service

e Drainage Improvements and Maintenance

It is also important to understand that the utility fund is supposed to be a self-sufficient fund. That
means that it is supposed to be able to recover all of the necessary costs through user fees, without being
subsidized by any tax revenue.

The major expenses in the utility fund include the following:

o Debt Payments for past utility improvements

e Charges for water purchase and wastewater disposal

e Personnel to maintain the utility infrastructure

e Operating supplies for day to day functions

e Administrative services for management of the utility department
e Garbage pickup for payments to a third part for trash collection

Each of these categories are explained in more detail below.
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Debt Payments: From 2007 to 2015, more than $20 million worth of projects have been completed and

financed using debt through utility fund. This was done in order to make necessary improvements to the
drainage facilities, water lines and wastewater system and lines. Completed projects include, but are not
limited to: Matthews Drainage, Upper Hardisty Drainage, Kingsbury Drainage, a new Lift Station, and the
replacement of more than 5,000 feet of wastewater line.

The result of the $20 million in projects that we have completed is that we pay approximately $1,250,000
per year to repay the debt for those projects.

Charges for Water and Wastewater: Richland Hills purchases treated water from the City of Fort Worth.
Fort Worth also treats all of our wastewater. This is done because we do not have a water treatment
plant or wastewater treatment plant. Most cities in Tarrant County are in the same situation, and as such
they pay another entity for water and wastewater. These are costs that we don’t control. Fort Worth
dictates how much we pay per 1,000 gallons consumed. Currently, we pay just over S1 million per year
to the City of Fort Worth for these services.

Personnel: Richland Hills employs several people in order to maintain and repair the drainage channels,
water lines and wastewater lines. Our current cost for employees that work directly and exclusively in
the utility department is approximately S1 million per year. This includes both salaries and benefits for
the employees.

Operating Expenses: In order to maintain the infrastructure, we have the need for various materials,

equipment and supplies. This includes things like vehicles, gasoline, pipe, clamps. Our total annual cost
for these types of items is approximately $540,000.

Administrative Services: There are several employees that work in the utility fund at times, but are not

exclusive the utility fund; they also work in other departments. Some examples of these types of
employees are the City Manager, Director of Neighborhood Services, City Secretary and some street
employees. That’s not an all-inclusive list, just a sampling. Since the utility fund is supposed to be
completely self-sufficient, best-practices in government is that the utility fund “pays” the general fund for
the time and materials that these employees expend dealing with utility fund issues. This is done
through transfers throughout the year. The current amount that is transferred from the utility fund to
the general fund is approximately $500,000 per year. In previous years, this number was well over
$1,500,000; however, the city has made a conscience effort to reduce this amount in order to ensure that
the utility fund is not subsidizing the general fund.

Garbage Pickup: The current rate for residential garbage pickup is $11.09 per month per household.

When compared to Bedford, Colleyville, Euless, Grapevine, Hurst, Haltom City, North Richland Hills and
Southlake, Richland Hills has the lowest residential rate for garbage.

Summary: Richland Hills has approximately 3,250 active water accounts. When you add up all the
categories listed above (except garbage), our total expenses are approximately $4.4 million per year. In
order to cover all of the above expenses and the garbage fee, we need to average approximately $124
per bill per month to break even. Obviously some bills are higher, and some are lower. The variations
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are largely due to the amount of water used. However, the “fixed costs” that can’t be changed at this
point include the debt, garbage and Fort Worth fees. Those categories alone require an average monthly
bill of $70.73. That does not factor in the people and supplies necessary to run the day to day operations
of the system. While we have more control over those costs, they are still essential to providing services
and any significant changes would require reductions in service levels to compensate.

Board/Citizen Input: N/A
Financial Impact: None
Staff Contacts

Eric Strong
City Manager
estrong@richlandhills.com

Attachments: None
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