

December 2, 2004

Memorandum

To:
 Mayor and Members of the City Council

From:
Charles Cunningham, Assistant City Manager 

cc:
Frank Salvato, Ted Hejl, David Simons, Bill Brown

Date:
December 2, 2004
Re:
Amendment  to Wholesale Water Agreement with Hutto

This memo transmits a draft of the proposed amendment to the Wholesale Water Agreement  with Hutto.  

In discussing the need for changes with Hutto staff and their Engineers, they expressed a desire to address three issues as summarized in the following: 

1. Increase the amount of water they can purchase

2. Change how impact fees are calculated and paid.

3. Revise the limits on when they can draw water, once the treatment plant is expanded and the new higher pressure plane is up and online. 

Changes that were made to the amendment address each of these concerns but at the same time are intended to protect Taylor’s interests in this contractual relationship.  

In drafting the amendment to the Agreement, careful attention was paid to safeguarding the best interests of the City of Taylor among which are: 


Ensuring that the total needs of the City in terms of volume and pressure are served first.


Ensuring that sale of the water is an economic benefit to the City and 


Ensuring that the quality of water is not diminished in any way.

Following are comments on the impact the changes would have on the existing contract and on the City of Taylor:

1. Increase the ceiling on the total amount of water sold to Hutto.   The daily peak flow would increase from 300,000 gallons per 24 hr period to  800,000 gallons after June 30th, 2006.  It would increase thereafter by 500,000 gallons per year through June 30th, 2010.  In terms of Taylor’s capacity to provide this quantity of water, there would not be a problem after the water treatment plant is expanded and the new higher pressure plan is installed. Taylor’s commitment to provide this volume of water under the Agreement is contingent upon the plant being expanded and the new pressure plane being installed.  

Sale of additional water to Hutto benefits Taylor economically in three ways. Firstly, the more water that is purchased from BRA, the more the unit cost of operations is driven down which should have a positive impact on future rates in the next 5 year pricing block. Secondly, sale of additional water to Hutto helps the City recover funds to retire debt that will be sold to construct the new high pressure plane and lastly, the higher Hutto’s monthly bill, the greater the income from the 5% management fee will be.  

2. The change in impact fee calculations is also advantageous to Taylor in that it simplifies the process and reduces the administrative costs involved in monthly tracking and collection for meters as they are added to the system. The total amount of the impact fees will be paid by Hutto up front based on the number of meters that can be supported by the amount of water that is contracted for. This is a decided advantage from a cash flow standpoint. The total amount collected in the end would be largely unaffected.  Changes in the provision do not affect the supply, quality, or pressure considerations for the citizens of Taylor.

3. Modification of restrictions on when Hutto will be able to take water.  Provisions of the original contract require that Hutto draw a minimum of 60% of their water during the 6 hour period between 10:00 p.m. to 4:00 a.m. on the following day. No more than 10% of the water drawn may be taken during the 4 hours in the early morning and the 4 hours in the evening. This is needed now to protect the pressure and flow of water for the citizens of Taylor during their peak hours of usage.  Once the new higher pressure plane is installed and operational and the water treatment plant is expanded the City’s capacity to provide much higher flows will be greatly enhanced.  If the volume of water sold to Hutto increases to 2.8 million gallons per day as is now being requested,  existing limitations will have to be lifted to allow sufficient flow.  Deleting the restrictions during off peak hours in their entirety and raising the maximum amount Hutto can draw from 10% to 20% during the peak hours should not have a material affect on the Taylor Water System’s ability to provide sufficient water to its citizens. In fact easing of these restrictions are needed if additional volumes are going to be sold to Hutto. 

This amendment to the original Wholesale Water Agreement are presented for your consideration and approval.  A copy of the amendment has been sent to BRA and their engineers for comment. 

If the Council is in agreement with the content of the amendment as presented, it will be forwarded to the City of Hutto for their review and approval.  
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