CHARLES L. CUNNINGHAM

2332 Vernell Way

Round Rock, Texas 78664

July 1, 2004

Mr. Frank Salvato, City Manager

City of Taylor

400 Porter St.

Taylor, TX 76574

RE: Retail and Wholesale Water and Wastewater Rate Update Services

Mr. Salvato:

This letter is in response to your request for a proposal to provide the City of Taylor with consultant services related to updating the City’s water/wastewater rate model. It is understood that the purpose of the study is in two parts. The first part is to develop recommendations for retail rates for both water and wastewater services for City of Taylor retail customers based on anticipated cost of service during the 2004-05 fiscal year commencing on October 1, 2004. The second part of the study is to determine wholesale water rates to be charged the City of Taylor’s current wholesale water customers. It is further understood that wholesale rates must satisfy the criteria established in existing or proposed wholesale water agreements. 

The study will be conducted as outlined in the following steps for each of the two components:


Retail Rate Calculation-

Task 1:  Information gathering and verification- Information needed to update the cost allocation plan will be gathered, compiled and verified. Information will include but not be limited to the revenue requirements needed to fund operation and maintenance (O&M) costs, debt service requirements (including coverage requirements) on existing and any proposed new debt, direct capital outlays financed by rates, and other financial needs. 

Task 2: Projection of demand for service- Analyses will be made to update consumption histories and growth in number of connections by customer class.  Estimated sales to wholesale water customers and anticipated income from other non-rate related fees would also be determined.  

Task 3:  Calculation of retail water and wastewater rates: Based on updated information in the rate design model revised retail water and wastewater rates will be determined for each existing retail customer class including LUE rates for multi-family dwellings. 

Task 4:  Preparation of final report and presentation of findings:  Subsequent to completion of the first three tasks, a final report will be prepared that defines the elements of the study and results. A presentation will be made to the City Council reporting the findings and answering any questions they may have with regard to the study. 

Wholesale Rate Calculation: 

Task  1:  Information gathering and verification- Information needed to update the Billing Units table for the wholesale rate design will be gathered and verified. Information to include, monthly consumption for current wholesale customer and projected for future wholesale customer. Calculations will be made of Average Daily consumption, Maximum daily consumption, and other determinants needed in wholesale rate calculations. 

Task 2:  Calculation of wholesale water rates: Based on updated information in the rate design model revised wholesale rates will be determined for each wholesale water customer. Rates will be designed to ensure that the full cost of providing service to this class of customer will be identified and allocated to the wholesale cost of service and that the recommended rates are reasonable to both wholesale and retail customers. 

Task 3:  Preparation of final report and presentation of findings:  Subsequent to completion of the first two tasks, a final report will be prepared that defines the elements of the study and results. A presentation will be made to the City Council reporting the findings and answering any questions they may have with regard to the study. Consultant agrees to attend meetings with representatives of each wholesale customer and explain the method used to conduct the study and demonstrate compliance with terms of the wholesale water agreement. 

The number of total billable hours for Services described in the foregoing is 50 hours. The City may terminate services, under this agreement, at any time with written notice. In the event that termination of services occurs before the end of the project, only those services provided up to the date of termination might be billed. The consultant is obligated to turnover any work papers, electronic files or other data to The City, that were prepared from commencement of services to their conclusion.  

The list of terms and conditions in “Exhibit A” outline anticipated administrative support and other conditions that will be required to bring this project to a successful conclusion.   

Professional fees will be billed on a monthly basis at $50.00 per hour.  Out-of-pocket expenses are included in this hourly rate. Total project budget will not exceed $2,500. Services rendered under this project will be billed upon delivery of the final reports and after consultant has satisfied the meeting requirements stipulated herein. 

If this proposal is acceptable to you, please execute two copies of this letter, keeping one set for your records and returning the second set to me by mail or in person. Thank you for this opportunity; I look forward to working with you on this assignment.

Very Truly Yours,

Charles L. Cunningham

ACCEPTED BY:

___________________________________________
___________________________








Date

EXHIBIT A
Additional Terms and Conditions:

It is assumed that you will be the principal contact person and representative of the City managing the project.  

It is further assumed that printing of all documents related to this project with the exception of correspondence between client and consultant and final original copies of written reports, will be performed in-house with City facilities, supplies and equipment.  If this is not the case, consultant reserves the right to charge for such out-of-pocket expenses as may be incurred. 

Work under this agreement can begin within one week of its acceptance and will be completed within four weeks thereafter. 
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