Town of Hillsborough
Financial Advisory Committee
Regular Meeting
Tuesday, April 28, 2020
8:00-10:00 A.M.
- Agenda

-

On March 17, 2020, the Governor issued Executive Order N-29-20 suspending certain
provisions of the Ralph M. Brown Act in order to allow for local legislative bodies to
conduct their meetings completely telephonically or by other electronic means. Pursuant
to the Shelter-in-Place Order issued by the San Mateo County Health Officer on March
16, 2020, and which was updated and extended on March 31, 2020, the statewide
Shelter-in-Place Order issued by the Governor in Executive Order N-33-20 on March 19,
2020, and the CDC’s social distancing guidelines which discourage large public
gatherings, the Administrative Conference Room will not be open to the public for the
April 28, 2020 Hillsborough Financial Advisory Committee Regular Meeting.
The Town of Hillsborough will be conducting the Financial Advisory Committee meeting
via Zoom which is an independent platform not owned or controlled by the Town. Any
member of the public joining the Financial Advisory Committee meeting by Zoom should
familiarize themselves with Zoom’s various data and privacy policies which can be found
at Zoom.US.
Members of the public may view the meeting by logging onto the Zoom meeting listed
below.
https://zoom.us/j/97214958090?pwd=NXd6UlhSbGViaTZRNjNLaXZqSE9tZz09
Meeting ID: 972 1495 8090
Password: 888796
One tap mobile
+16699009128,,97214958090#,,#,888796# US (San Jose)
+13462487799,,97214958090#,,#,888796# US (Houston)
Dial by your location
+1 669 900 9128 US (San Jose)
+1 346 248 7799 US (Houston)
+1 312 626 6799 US (Chicago)
+1 646 558 8656 US (New York)
+1 253 215 8782 US
+1 301 715 8592 US
Meeting ID: 972 1495 8090
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Password: 888796
Find your local number: https://zoom.us/u/alkoEzpiv
Members of the public may provide written comments by email to
rsantiago@hillsborough.net. Emailed comments should include the specific agenda item
on which you are commenting on or note that your comment concerns an item that is not
on the agenda. The length of the emailed comment should be commensurate with the
three minutes allowed for verbal comments, which is approximately 250-300 words. To
ensure your comment is received and read to the Financial Advisory Committee for the
appropriate agenda item, please submit your email no later than 4:30 p.m. on Monday,
April 27, 2020. The Town will make every effort to read emails received after that time but
cannot guarantee such emails will be read into the record. Any emails received after the
4:30 p.m. deadline which are not read into the record will be provided to the Financial
Advisory Committee after the meeting.

8:00
Item 1

Open Meeting

David Brooks
Chair

Public Comment:
Under Government Code 54954.3, members of the public have the right to address the Committee
on any matter within the Committee’s jurisdiction. However, the Committee may not take action on
any non-agenda item (except in emergency circumstances). Members of the public may provide
written comments by email to rsantiago@hillsborough.net. Emailed comments should include the
specific agenda item on which you are commenting on or note that your comment concerns an item
that is not on the agenda. The length of the emailed comment should be commensurate with the
three minutes allowed for verbal comments, which is approximately 250-300 words. To ensure your
comment is received and read to the Committee for the appropriate agenda item, please submit
your email no later than 4:30 p.m. on Monday, April 27, 2020.

Item 2

8:10 Approval of minutes – 12/3/2019 Meeting

David Brooks

Item 3

8:15

FY 2020-21 Proposed Budget and Fees

Jan Cooke

Item 4

9:45

Updates (for discussion only)

a. Follow-up Report on Committee Inquiries
from 12/3/2019 Meeting

Jan Cooke

b. COVID-19 Update

Ann Ritzma

10:00

Adjourn

David Brooks

SPECIAL ACCOMMODATIONS: If you need a disability-related modification or accommodation, including auxiliary
aids or services, to participate in the Financial Advisory Committee meeting, or if you need an agenda in an alternate
form, please contact the City Clerk’s Office at 375-7412 at least 24 hours before the scheduled Financial Advisory
Committee meeting.
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Item 2

Financial Advisory Committee
Regular Meeting – December 3, 2019
Attendance:
Al Royse, Commissioner
David Brooks, Chair
Jeffrey Baxter, Member (excused absence)
Rod Ferguson, Member
Joel Friedman, Member
Richard Kuersteiner, Member
Tom Maloney, Member
Michele Gutierrez, Member
Paul Regan, Commissioner Emeritus

Jan Cooke, Finance Director
Ann Ritzma, City Manager
John Mullins, Assistant City Manager
Rich Santiago, Assistant Finance Director
Shawn Christianson, Mayor
Paul Willis, Public Works Director
Ahmad Gharaibeh, Eide Bailly

David Brooks called the meeting to order at 8:00 a.m.
Item 1 Approval of Minutes for April 30, 2019 meeting
Minutes were approved unanimously by roll call vote with no modification. The committee did a roll call vote with
Mr. Baxter present by phone.
Item 2 Financial Highlights- FY 2018-19
Jan Cooke presented the FY 2018-19 financial results.
General Fund revenues for FY 2018-19 increased $2.6 million (6%) from the prior year, primarily from increased
property taxes, excess ERAF and certain one-time revenues. Excess ERAF increased 30% due to a one-time timing
change for distribution of revenue. The Town’s investment income increased as a result of diversifying the portfolio
and maintaining a higher portfolio balance.
General Fund expenditures increased 5% due to personnel costs for cost of living increases, step increases and
filled open positions and the overall net change to the General Fund is $1.3 million. This amount is added to the
reserve total. The Town had budgeted a $1 million transfer to the sewer fund but was not needed due to timing of
sewer projects.
Ms. Cooke also discussed the $26.3 million general fund reserve which has $2.1 million in restricted reserves for
the Section 115 pension trust, $5.8 million in assigned reserves for capital improvements and $18.3 million in
unassigned reserves. Included in the $18.3 million of unassigned reserves are $12.6 million reserves that are held
for contingencies, as required by the Town’s General Fund reserve policy.
Business-type activity revenues increased by $0.9 million. Revenue from water and sewer charges covered
operating and capital costs resulting in net excess revenue of $6.5 million added to net position. In order to achieve
economies of scale on its capital improvement projects, the Town accumulates funding for two years to scale a
bigger more competitive project. This fiscal year was the year that monies were accumulated to get economies of
scale for capital projects.
A member asked how many Accessory Dwelling Units (ADUs) are currently permitted. City Manager, Ann Ritzma,
informed the committee that the Town currently has permitted 250 ADUs.
Item 3 FY 2018-19 Audit
FAC Chair David Brooks introduced Mr. Jeff Baxter who was present by phone regarding his annual meeting with
the Town’s audit partner, Ahmad Gharaibeh of Eide Bailly. Prior to the FAC meeting, Mr Baxter and Mr. Gharaibeh
reviewed the financial statements and audit results. Mr. Baxter reported out to the FAC that the Town was well
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prepared for the audit and meets standards of accounting and controls. Mr. Baxter concluded that overall it was a
stable and positive year for the Town, with no material errors or internal control issues, leaving the auditors
comfortable on how the Town operates.
Ahmad Gharaibeh provided an overview of the FY 2018-19 audit. Eide Bailly gave an unmodified (clean) audit
opinion, with no difficulties in conducting the audit, that the auditors are unaware of consulting with other auditors
or accountants and there were no findings to the financial statements and no material weaknesses or deficiencies.
Mr. Gharaibeh also confirmed the test of the Town’s internal controls confirmed that the Town is in compliance with
it’s policies. A member asked if there were any issues with the merger of Eide Bailly and Vavrinek, Trine, Day & Co.
and Mr. Gharaibeh responded that there were no changes to auditing procedures. This merger now gives local
governments over 2,500 employees from the audit firm.
The FAC posed various questions to Mr. Gharaibeh and the responses to those questions were discussed.
FAC recommendation:
1. FAC recommended that City Council approve the audit results and Comprehensive Annual Financial Report for
the fiscal year ended June 30, 2019, with no modifications by unanimous roll call vote.
Item 4 Updates
Swaps tied to LIBOR
Ms. Cooke informed the FAC about the Town’s Series 2006A swaps that are tied in the LIBOR index. LIBOR will
no longer be the metric used to measure the Town’s swaps after 2021. Banks are no longer obligated to post on
LIBOR after 2021. The successor rate is likely to be SOFR, but it remains uncertain whether a long-term rate can
be measured for the swap as there has not been enough time to establish a long-term rate for which to value the
swap. Therefore, the cost impact cannot be determined at this time. Ms. Cooke stated that the Town has been in
contact with the bond attorney and financial advisor in preparation of what options can be considered should the
Town desire to reduce its risk on the change from LIBOR. One option is to switch the swap to SIFMA from LIBOR
as the Town has other swaps on SIFMA. The Town may also choose to unwind the swap and borrow in the fixed
rate market. The FAC agreed that they need to see more of the financial implications of alternatives and also take
direction from the investment subcommittee and to bring back information at a later meeting. This was a discussion
item only and no action was taken.
Form 700- FPPC Request
City Manager Ann Ritzma discussed the Form 700 reporting regarding questions related to members on the Town’s
boards and committees. BB&K has requested a new guidance letter from the Fair Political Practices Commission
(FPPC) to clarify the reporting requirements for the committee and board members. The Town is awaiting the
response from the FPPC and will provide an update once the response is received. This was a discussion item only
and no action was taken.
Financial System Update
Rich Santiago gave an update on the Town’s process and status of selecting a new financial system. In the summer
of 2019, the Town hired Client First Consulting to help develop the request for proposal (RFP) for a new financial
system including a needs assessment process. The Town received five submittals in response to the RFP request.
Two vendors are selected for demonstrations to show all staff and departments the various modules the Town may
be selecting. The Town plans on selecting a vendor in early 2020 and awarding the contract shortly after. Ms.
Cooke indicated that there is no FAC involvement needed for selection and implementation with the vendor. This
was a discussion item only and no action was taken.
JPA Fiscal Responsibility
Ann Ritzma provided an update on the legislative changes that may clarify each City’s fiscal responsibility upon
dissolution of a JPA as it relates to CalPERS pension liabilities. She assisted in forming the San Mateo Consolidated
Fire Department JPA where these items were addressed during its formation. This was a discussion item only and
no action was taken.
Meeting adjourned at 9:54 a.m.
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TOWN OF HILLSBOROUGH

Item 3

SAN MATEO COUNTY

1600 Floribunda Avenue
Hillsborough
California 94010

Date:

April 28, 2020

To:

The Financial Advisory Committee

From:

Jan Cooke, Finance Director

Subject:

Fiscal Year 2020-21 Proposed Operating and Capital Budget and
Fees and Charges

FY 2020-21 Proposed Operating and Capital Budget
In conjunction with the review of the proposed rollover budget for FY 2020-21, staff
is requesting that the Financial Advisory Committee recommend approval of a
rollover budget for FY 2020-21 and approve a list of cost saving provisions that will
be implemented immediately as part of the overall budget adoption resolution. The
written materials in the budget book and executive summary below are prepared
showing the normal operations without the impact of COVID-19. The FY 2020-21
budget must be adopted by June 30, 2020 per State law but because the COVID19 event started well into the budget planning cycle staff is recommending that that
normal operating budget be adopted with a resolution that implements cost saving
measures until the economic impacts can be assessed. These cost savings
measures “freeze” expenditures in staffing, capital projects, consulting and
equipment that later can be evaluated on a quarterly basis in FY 2020-2021 by the
City Council and Financial Advisory Committee. By including the cost saving
provisions in the budget resolution, the budget document that was prepared prior to
COVID-19 can be considered without having to edit the original document. Once
the conditions and impacts of COVID-19 are determined and potential stimulus
funding for capital projects can be evaluated, cost saving provisions can be reevaluated. Therefore, to ensure adequate cost savings measures are in place for
FY 2020-21, the budget resolution outlines the proposed budget and the savings
provisions. This was determined to be the best process to adopt a budget by June
30th as required by state law and implement cost saving measures until the
economic indicators are better defined.
While these are challenging times, the Town maintains a General Fund reserve per
policy for contingencies such as a natural disaster, pandemic, economic downturn,
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state takeaway or other issues. This reserve is in place and intact for this purpose
and will, in the best manner possible, be used or held to preserve the services to
Town residents and maintain the Town’s financial health. In addition, to the extent
possible, the Town will file for Federal grants in connection with COVID-19 impacts
to recover funds.
The primary volatility to the FY 2020-21 proposed budget is the Town’s revenue
sources, which are primarily property taxes, State and County funding (sales tax)
and fees associated with building and planning activities. At this time, the impact to
these Town revenues is unknown and staff is monitoring the overall impact to State
and County funding in what will likely be an economic downturn stemming from
COVID-19. Revenues and expenditures will be actively monitored and adjusted
throughout the year as new information becomes available. The FY Proposed 202021 Budget (Rollover) is presented in the below sections of the Executive Summary.
The provisions for cost savings that are included in the budget resolution for FAC
review and recommendation to the City Council are as follows:
a. No new headcount is added without approval of City Council. Freeze
the two requested budget additions which will be reviewed mid-year.
b. Freeze any open headcount; any filling of an open position requires
approval of the City Council and requires justification.
c. Eliminate all part-time positions.
d. Freeze purchases of vehicles and equipment. Any variance requires
approval of City Council.
e. Freeze IT hardware and software upgrades except for those
underway, including Microsoft 365 and planning software (grant
funded). Microsoft 365 is critical for business continuity and the
planning software is critical for provision of online planning review
services. While the financial software vendor selection and contract
review is nearly complete after almost a nine-month extensive
process, this contract will be reviewed for contract signing at mid-year.
This project will require full focus of the Finance staff and many other
personnel in the other departments in order to implement an entitywide ERP.
f. Freeze all infrastructure projects except those under way and those
necessary to ensure compliance with regulatory bodies. Approval of
contract awards require justification and approval of City Council.
g. Discontinue or significantly decrease contractual services where
deemed non-essential in Public Works, Planning and other services.
h. Staff will identify by September any potential shovel-ready projects in
case there is Federal stimulus money available for projects.
i. Freeze any funding, including any consulting services, related to storm
drain funding, development of ADU, and workforce housing programs.
j. Freeze spending on upgrades or deferred maintenance on
buildings/facilities including police station and sleeping quarters, fire
stations and public works facilities.
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k. Staff will apply for FEMA reimbursement for eligible COVID-19
expenses.
l. If at mid-year further cost savings are necessary to support the longterm financial health of the Town, staff will recommend meeting with
labor units and employees. The Town has labor contracts in place
with represented employee groups. The Memorandum of
Understanding for each unit has increases that are effective January
1, 2021. Options to renegotiate contracts would be subject to meet
and confer on any financial concessions (benefits or salary) or any
changes to working conditions.
Executive Summary – FY 2020-21 Rollover Budget
The Town’s Proposed Operating and Capital Budget for Fiscal Year (FY) 2020-21
budget appropriations are $59.9 million for all funds, an increase of 5% as compared
to the FY 2019-20 projection. The increase is primarily due to timing of capital
projects, as well as budgeting for two new positions.
The Proposed Budget complies with the Town’s policies and guidelines. In addition,
the General Fund, Water and Sewer Enterprise Funds and the Asset Replacement
Fund reserves comply with Town reserve policies and debt covenants.
The Proposed Budget shows a $0.9 million (3%) increase in General Fund
expenditures, which is primarily driven by labor and benefits contractual costs
including cost of living increases, increase in pension costs, and two headcount
additions.
The City Manager’s department is adding an Administrative Assistant position to
support succession planning and backfill resources to the Human Resources and
City Clerk positions. The Planning department is adding an Associate Planner
position to support full time the plan review for customers. These positions will not
be filled until the mid-year when the Town can review the current economic situation.
The Proposed Budget provides for $10.1 million in capital improvement projects for
water, sewer, storm drain and other governmental facilities. Along with a budgeted
$1.4 million for asset replacements, these projects improve the longevity and
dependability of the infrastructure systems.
General Fund
The General Fund is the main fund and accounts for the direct services that the
Town provides to its citizens. The General Fund budget includes funding for such
key services as public safety, recreation through the Hillsborough City School
District (HRec), building and planning services, general government and
contribution for the libraries in Burlingame and San Mateo for Hillsborough residents
to use.
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The FY 2020-21 General Fund expenditures are $30.1 million, an increase of $0.9
million (3%) over the FY 2019-20 projection. The increase is due primarily to
increases in salaries and CalPERS costs, the Town’s contribution to Central County
Fire Department and two headcount additions. FY 2020-21 General Fund revenues
are projected to be $29.7 million, a $0.3 million (1%) increase, primarily from
property taxes.
The General Fund reserves of $26.1 million are maintained for the Town’s
contingencies per policy and for other programs. To balance the financial picture,
the Town also has long-term liabilities for pension ($25 million) and other postemployment benefits (OPEB $14 million).
Water and Sewer Enterprise Funds
The Water and Sewer Enterprise Funds are funded primarily from user rates and
reserves.
The FY 2020-21 Sewer Fund revenue is projected at $16.5 million, a $0.9 million
(5.6%) increase over the FY 2019-20 projection. The revenue projection includes a
7% rate increase effective July 1, 2020 as part of the five-year rate series adopted
in 2016. The Sewer Fund revenue projection includes $2.2 million from the General
Fund to fund storm drain infrastructure. The FY 2020-21 Sewer Fund expense is
$14.9 million, a $0.4 million (3%) increase over the FY 2019-20 projection, primarily
due to budgeted capital projects and contractual increases.
The FY 2020-21 Water Fund revenue is projected at $14.9 million, a $0.3 million
(1.8%) increase over the FY 2019-20 projection primarily attributable to a rate
increase effective January 1, 2021. The increase is established by the five-year cost
of service study adopted in 2017. However, the Town monitors conditions
throughout the year and will adjust rates according for any significant impact to the
Water Enterprise. Water Fund expenses are $16.0 million, a $1.4 million (9%)
increase over the FY 2019-20 projection, primarily for timing of capital spending.
The budget assumes no change in water usage and the SFPUC wholesale water
rate remains unchanged for FY 2020-21 ($4.10 per ccf). Current water usage levels
are still below the pre-drought levels.
FY 2020-21 Capital Plan
The FY 2020-21 Proposed Budget funds $10.1 million in capital improvement
projects (CIP) and $1.4 million in asset replacements that will improve infrastructure
and maintain the Town’s assets.
•

Storm Drains - Storm drain replacements will improve system dependability
in wet weather conditions.

•

Water Main Replacement and Tank Improvements - Aging water pipes will
be replaced to improve longevity, water quality, water pressure to meet fire
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flow requirements and earthquake resistance. The Darrell Tank
Improvements, that currently has two tanks, will be replaced with one. This
will also include storage removed from the future decommissioning and
removal of the Forestview tanks.
•

Sewer- Sewer system improvements will reduce overflows and improve the
longevity of the pipes. Priority Basin replacement is also essential for the
sewer system to mitigate sewer system overflows.

•

Technology – Technology and software upgrades will improve and the
delivery of services to residents. The budget includes software replacement
for agenda management and record retention systems, financial software
and planning software pertaining to Accessory Dwelling Unit (ADU)
applications.

•

Facilities – The budget funds maintenance of the police building, public
works facilities and fire stations.

•

Vehicles/Equipment – Vehicles and equipment that are deteriorating, have
exceeded their useful service life, and/or have high maintenance costs will
be replaced.

•

General Plan- The Town begins the General Plan process which will be
conducted and spent over the next two to three years.

General Fund Reserve
The FY 2020-21 Proposed Budget reflects a $26.1 million General Fund reserve.
The Town’s General Fund Reserve Policy states that a minimum of 30% with a goal
of 50% of expenditures should be reserved for contingencies. The reserve is held
for contingencies such as a natural disaster, economic downturn, state revenue
takeaways, pandemic or other significant financial impact. The contingency reserve
provides reasonable assurance that the Town will be able to continue services to its
residents during COVID-19 and any resulting economic downturn. Conditions
rapidly change and the Town is closely monitoring revenue impacts and will respond
accordingly with cost savings measures to ensure financial resiliency during this
time.
The General Fund Reserve components comprising the total of $26.1 million are as
follows. The contingency reserve is projected to total $15.1 million in the FY 202021 budget.
•
•
•
•
•

Contingency reserve at policy level – 30% minimum reserve – $9.1 million
Contingency reserve at policy level – 50% goal reserve – $6.0 million
Restricted reserve- Section 115 pension trust – held to mitigate future budget
impact for cost of pension liabilities - $4.8 million
Assigned for capital – storm drain/sewer infrastructure - $5.6 million
Assigned for tree replacement – $0.3 million
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•

Unassigned – for projects, pay down liabilities, hold in reserve, as needed $0.3 million

FY 2020-21 Proposed Fees and Charges
The FY 2020-21 Proposed Schedule of Fees and Charges is being brought to the
Financial Advisory Committee for review and recommendation to the City Council.
The Town of Hillsborough provides the community with a wide variety of municipal
services, including, but not limited to, police and fire protection, water delivery,
wastewater collection, street maintenance, storm drainage, planning and
development services, and building inspection services. General-purpose revenues,
such as property taxes, are used to fund community-wide services such a police
protection. User fees are used to cover the cost of providing services that have
special benefit to an individual or group such as a planning application, building
permit or encroachment permit associated with personal projects/property.
The Town reviews all fees every few years. In FY 2020-21, there are only a few
proposed changes to the fee-for-service schedule. These fees are in response to
changes in service delivery for planning applications.
Sewer and Water Rates
Sewer and water rates are presented on the Schedule of Fees and Charges at the
maximum allowable rates by ordinance as adopted for the five-year sewer and water
rate series. These rates are separately reviewed and adopted by resolution each
year for implementation on July 1 for sewer rates and January 1 for water rates.
The rates that are currently in effect remain until reviewed and adopted by
resolution.
The FY 2020-21 proposed sewer rates reflect a 7% increase effective July 1 based
on the final year of the five-year rate series. User rates pay for the cost of operations,
capital, and debt service of the Sewer Enterprise Fund. The sewer commercial
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account rates are calculated based on a formula using winter water usage and flow
factors. Any variance up or down is typically due to fluctuations in water usage.
The proposed budget water rates reflect an average increase of 5% between the
fixed and volumetric charges as outlined in the adopted five-year Cost of Service
Study. The Town did not increase water rates for January 1, 2020 after evaluating
the cost and usage projections. Based on current conditions and budget
assumptions, the proposed water rates for January 1, 2021 may be needed.
Staff will review the fees in the presentation to the Financial Advisory Committee.
Details are included in the Master Fee section of the budget book.
Recommended Actions:
Staff recommends that:
1. The FAC provide a recommendation, with or without modifications, for City
Council approval of the FY 2020-21 Operating and Capital Budget with cost
savings provisions, as outlined in the attached proposed resolution.
2. The FAC provide a recommendation, with or without modifications, for City
Council approval of the FY 2020-21 Fees and Charges Schedule.

Attachment:
1. Book – Draft Proposed Budget FY 2020-2021. (Also available on the Town
of Hillsborough website at
https://www.hillsborough.net/ArchiveCenter/ViewFile/Item/319

2. Budget Resolution
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RESOLUTION NO. 20-

Item 3
Attachment 2

RESOLUTION OF THE CITY COUNCIL OF THE TOWN OF HILLSBOROUGH ADOPTING THE
2020-21 OPERATING AND CAPITAL BUDGET WITH PROVISIONS FOR COST CONTAINMENT
WHEREAS, the Town of Hillsborough is responsible for providing the community with a
wide variety of municipal services including, but not limited to, police and fire
protection, water delivery, wastewater collection, street maintenance, and
planning and building inspection services, and has prepared the operating
budget plan for fiscal year 2020-21 and preliminary budgets for fiscal years
2021-22 and 2022-23; and
WHEREAS, the Town was in the process of preparing the detailed proposed budget in
accordance with the goals, policies and procedures established during
normal budget cycles when COVID-19 shelter-in place emerged; and
WHEREAS, in order to move forward with adopting a budget that attempts to address
potential revenue loss with cost savings measures during this extraordinary
period where impacts are unknown; and
WHEREAS, to streamline the budget preparation process yet also ensure cost savings
measures are adopted in fiscal year 2020-21; and
WHEREAS, the proposed budget with stated provisions for cost savings are presented for
consideration; and
WHEREAS, the operating budget for fiscal year 2020-21 is now presented for
consideration; and
WHEREAS, preliminary budgets for fiscal years 2021-22 and 2022-23 are presented for an
extended financial picture; and
WHEREAS, the capital improvement plan for fiscal year 2020-21 is consistent with the
Town’s General Plan; and
WHEREAS, the capital improvement plan for fiscal year 2020-21 for the sewer enterprise
fund requires a General Fund transfer in the 2020-21 budget to mitigate cash
flow timing impacts from the capital spending; and
WHEREAS, the Financial Advisory Committee has been presented in open and noticed
public meetings all details of the fiscal year 2020-21 operating budget and
the capital improvement plan for fiscal year 2020-21 including the cost
savings provisions; and
WHEREAS, the City Council and the general public have been presented in open and
noticed public meetings all the details of the fiscal year 2020-21 operating
budget and capital improvement plan and cost savings provisions; and
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WHEREAS, the City Council has now completed its review of the operating and capital
improvement plan for fiscal year 2020-21 including the cost savings
provisions.
NOW, THEREFORE, BE IT RESOLVED that the City Council of the Town of Hillsborough
hereby:
1. Adopts the fiscal year 2020-21 operating and capital improvement plans
summarized below and with the following provisions:
a. No new headcount is added without approval of City Council. Freeze the
two requested budget additions which will be reviewed mid-year.
b. Freeze any open headcount; any filling of an open position requires
approval of the City Council and requires justification.
c. Eliminate all part-time positions.
d. Freeze purchases of vehicles and equipment. Any variance requires
approval of City Council.
e. Freeze IT hardware and software upgrades except for those underway,
including Microsoft 365 and planning software (grant funded). Microsoft
365 is critical for business continuity and the planning software is critical for
provision of online planning review services. While the financial software
vendor selection and contract review is nearly complete after almost a
nine-month extensive process, this contract will be reviewed for contract
signing at mid-year. This project will require full focus of the Finance staff
and many other personnel in the other departments in order to implement
an entity-wide ERP.
f. Freeze all infrastructure projects except those under way and those
necessary to ensure compliance with regulatory bodies. Approval of
contract awards require justification and approval of City Council.
g. Discontinue or significantly decrease contractual services where deemed
non-essential in Public Works, Planning and other services.
h. Staff will identify by September any potential shovel-ready projects in case
there is Federal stimulus money available for projects.
i. Freeze any funding, including any consulting services, related to storm drain
funding, development of ADU, and workforce housing programs.
j. Freeze spending on upgrades or deferred maintenance on
buildings/facilities including police station and sleeping quarters, fire
stations and public works facilities.
k. Staff will apply for FEMA reimbursement for eligible COVID-19 expenses.
l. If at mid-year further cost savings are necessary to support the long-term
financial health of the Town, staff will recommend meeting with labor units
and employees. The Town has labor contracts in place with represented
employee groups. The Memorandum of Understanding for each unit has
increases that are effective January 1, 2021. Options to renegotiate
contracts would be subject to meet and confer on any financial
concessions (benefits or salary) or any changes to working conditions.
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2020-21
Revenues:
General Fund
Special Revenue Funds:
Public Safety Special Tax
Gas Tax
Measure “A”
Police Grants
Capital Projects Fund
Replacement Fund
Water Fund
Sewer Fund
Sub-total
Proceeds from Borrowing
TOTAL REVENUES AND OTHER FINANCING SOURCES
Expenditures/Expenses:
General Fund
Special Revenue Funds:
Public Safety Special Tax
Gas Tax
Measure “A”
Police Grants
Capital Projects Fund
Replacement Fund
Water Fund
Sewer Fund

$27,193,850
2,242,686
530,910
887,075
100,100
992,594
58,480
14,989,021
14,308,050
61,302,767
$61,302,767

$26,478,356
8,075
6,217
25,598
100,000
1,017,700
1,410,700
15,953,456
14,909,928

TOTAL EXPENDITURES/EXPENSES
EXCESS OF TOTAL REVENUES AND OTHER
FINANCING SOURCES OVER
EXPENDITURES/EXPENSES

$59,910,031
$1,392,736

Mayor of the Town of Hillsborough
Attest: City Clerk
This resolution was adopted by the City Council of the Town of Hillsborough at its regular
meeting held on the 10th day of June 2020, by the following vote of the members
thereof:
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AYES:

Councilmembers:

NOES:

Councilmembers:

ABSENT:

Councilmembers:

ABSTAIN:

Councilmembers:
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TOWN OF HILLSBOROUGH
SAN MATEO COUNTY

Item 4

1600 Floribunda Avenue
Hillsborough
California 94010

Date:

April 28, 2020

To:

Financial Advisory Committee

From:

Jan Cooke, Finance Director
Ann Ritzma, City Manager

Subject:

Updates

The Financial Advisory Committee requested information on four subjects at the
FAC meeting on December 3, 2019. Staff has prepared the following response
to those inquiries. This information is intended to be informational only; no action
is requested for this agenda item.
1. Whistle Blower and Code of Conduct – The City Council, as the top level
governing body, is the official Town body that is briefed and/or receives reports
on whistle blower matters. Whistleblower matters are discussed in City Council
closed session meetings, where legally appropriate. The Town has policies and
procedures to investigate whistle blower and other complaints. There is a
formal grievance process documented in Policy No. 202 for unrepresented
employees and in the Memorandum of Understanding (MOU) for represented
employees. The Ethics Policy No. 205A states that the City Manager will
investigate suspicious allegations or written complaints. When there is a
complaint or allegation of wrong doing, the Town utilizes legal counsel and
professional investigators to insure a fair and confidential resolution. Although
the Town’s policies do not require simultaneous notification of a complaint to
the Town’s legal counsel, the City Manager utilizes legal counsel at his or her
discretion. Because of the sensitivities of these matters and potential legal
concerns, it has not been the role of the Financial Advisory Committee to
receive and review whistleblower matters; that has been reserved exclusively
to the City Council and City Manager. The question of whether the FAC would
be informed of whistleblower matters that involve financial or audit matters
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would be at the discretion of the City Council and legal counsel, depending on
legal and other circumstances for each matter.
In addition, the Town is a member of PLAN JPA for insurance and risk
management programs. PLAN JPA is joining Employment Risk Management
Authority (ERMA), which will provide programs and insurance associated with
employment practice liability. This program will include training, policies,
monitoring and reporting of employment practice issues including whistle
blower type matters.
2. Risk Assessment – Major Areas of Risk and Abatement Programs – The
Town established a Town-Wide Risk Assessment program and the City Council
receives updates and provides input at its annual goal setting session. The
program identifies the risk areas and mitigation measures and identifies those
with highest probability and materiality to the Town. The cross functional team
updates the plan annually. The plan covers broad categories of Town risks
such as People, Governance & Risk Management, Legislation & Regulation,
Economic & Financial, Environmental & Sustainability, Disaster or
Infrastructure Failure, Technology or Data Failure. Each year, the report to the
City Council includes the completed actions and the goals for the coming year.
One of the highest risk areas is planning for an earthquake or fire. In 2020,
one of the primary risk mitigation goals is development of the Continuity of
Operations Plan (COOP) for business continuity for more immediate (one
month, two month, etc.) as well as longer duration. The COOP is a Town and
Central County Fire District (CCFD) goal that compliments the Emergency
Operation Plan (EOP) that was completed in 2019.
3. Disaster Recovery and Cyber Security Attacks – The Town’s adopted IT
Strategic Plan outlines the comprehensive IT priorities and projects. With
regard to the specific question on cyber security and disaster recovery, the
Town has improved both over the past two years.
The Town has redundancy with all three sites within the Town (Town Hall,
Police and Public Works). The system backs up daily and moves to the cloud
weekly. Backups can be restored locally without retrieving from the cloud for
thirty days. Fiber connects the Town Hall to the Public Works location for
additional continuity of operations. This allows the workforce to work from any
of the Town’s three locations should one location be inactive.
The Town’s cyber protection and disaster recovery will also improve with the
implementation cloud based software and programs. The Town is in the
process of migrating to Microsoft 365 for email and file sharing. One of the high
priority items in the IT Strategic Plan is to replace the aging financial system.
As discussed in the FAC meeting, the project is underway and the team is
holding vendor demonstrations. The new financial system will likely be cloud
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based and will tighten cyber protection and disaster recovery. The Town also
mandates annual cyber security training for all employees and IT sends
“training” emails to employees to test their knowledge.
The Town is also conducting a request for proposal for IT services to support
and maintain the Town’s IT infrastructure. Included in the scope of services is
evaluation, monitoring and ongoing support for cyber security. South San
Francisco IT currently provides IT services and actively monitors the many
firewalls and security systems that the Town has in place. There is a protocol
and system takedown process should a cyber-threat occur. South San
Francisco IT can also reestablish Town systems in the event of a ransom
attack.
4. Finance Department Staff Development and Backup Plans – The group
expressed a concern about a plan should the Finance Director be out for a
significant period or be displaced. The Town, like most of the neighboring cities,
can access a pool of retired finance directors who are available to continue
oversight of the finance department. Within the County, there is a solid network
of seasoned retired finance officers for hire. The partner of the Town’s audit
firm may be able to help source a finance director if needed. Ann Ritzma could
also temporarily direct the Finance Department should it be necessary.
Succession planning and staff development continue to be a priority in the
Finance Department. The Assistant Finance Director is solid on all aspects of
the accounting operations function. The Assistant Finance Director participated
in the Town’s Management Enrichment Program and the Leadership Program
this year (outlined in the next paragraph). In addition, the Finance staff is fully
cross-trained to execute each accounting process, including payroll, accounts
payable, water billing, and cash receipting. The finance team attends outside
training each year for technical accounting and soft skill training. The Finance
Director and Assistant Finance Director are active in the San Mateo County
Finance Director Group (SAMFOG) and attend the annual California Society of
Municipal Finance Officer Association (CSMFO) conference. The Finance
Director maintains an active C.P.A license.
Staff development also is a priority for all Town staff. The Town provides
internal and external training for employees. The Town also has a Management
Enrichment Program (MEP) to build institutional knowledge and leadership
skills for our future leaders of the Town. The first cohort of MEP is completing
the program in 2019. The program is structured to give managers and
employees a broad view of the Town by seeing each department’s operations,
attending city council and committee meetings and participating in community
events. A few Town employees each year participate in the nine-month
Leadership Program provided by the four cities of San Mateo, Burlingame,
Hillsborough and Foster City and the participating Chambers of Commerce.
This program exposes participants to countywide programs in non-profit, local
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government, for-profit and education within the County. It also provides formal
leadership skill training and networking.
The Town thanks the FAC for their diligent review of the audit and their inquiries
into policies and accountability for oversight of Town matters related to audit
committee functions. These inquiries help to insure that best practices are in place
for risk areas that the Town could encounter.
Staff is also providing an update on the following committee related item. The City
Council continues to review revisions to the Town’s Committee and Commission
policy. A draft was sent to FAC in the fall for comment and the input was
incorporated into the draft policy. The policy clarifies that the City Council serves
as the audit committee for the Town. There was discussion at a recent City Council
meeting about better defining the role of the FAC in the Town’s audit process. In
reviewing GFOA best practices, language has been added in the draft revisions to
the Committee and Commission policy that define FAC’s purpose as advisory on
matters involving the City Council’s function in audit committee matters. In this
way, the City Council continues to function as the audit committee, and the FAC
continues to advise, as has been the practice. The FAC reviews the CAFR and
audit with the audit partner and has a CPA discuss in more detail. However, if there
were to be a material exception or other need, the audit firm would have the
discussion directly with the City Council in their role as the audit committee. GFOA
best practices recommend dividing the audit responsibilities:





Appointment, compensation, retention and oversight of audit firm – City
Council
Receipt and treatment of complaints or audit irregularities – City Council
Discussion financial statements with management and auditors – FAC
Recommend accepting CAFR and audit results - FAC

Staff believes this memo addresses the inquiries made by the FAC, but if not, staff
will provide additional information as requested.
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