PROPOSITION 218 Notice

Notice of Public Hearing on Proposed Adjustments to Town
of Hillsborough Water & Solid Waste Rates Beginning 2023
The Town of Hillsborough invites the public to attend a public hearing to be held on Monday, November 14, 2022,
at 6:00 p.m. to consider adoption of a five-year schedule of water and solid waste rates, to be effective for services
provided on and after January 1, 2023. This Notice is being mailed to the Town of Hillsborough’s property owners
who receive solid waste, recycling, and organics collection service, and/or water service, as well as any tenants
that are directly liable for payment of these rates. This notice describes the reasons for the rate increases and
adjustments and the protest procedure that is available to property owners.

Purpose of the Public Hearing: To consider all oral testimony and written protests to, and the adoption of,
the proposed water rates and solid waste rates. If adopted, the new rates will go into effect for services
provided on and after January 1, 2023.

PUBLIC HEARING
Monday
November 14, 2022
6:00 p.m. at Town Hall
OR via Zoom

Town Hall Council Chambers - 1600 Floribunda Avenue
Hillsborough, CA 94010
Zoom Information
https://us06web.zoom.us/j/82859455523?
pwd=QUI5bkxFZW5EM3c2UnJ6UEV5dzV5dz09
Meeting ID: 828 5945 5523 Passcode: 860403
The public hearing is currently proposed to be held both in person and virtually, via Zoom. However, in the
event that the Town determines to hold the meeting entirely virtually due to public health concerns or
regulatory mandates, information will be posted as soon as practicable on the Town’s website.

RATE ADJUSTMENT PROCESS

The proposed rate adjustments are based on analyses by an independent rate consultant that demonstrated the
proportional cost to the Town of providing these services to each property it serves. The proposed rates were developed
with input from the Town’s Financial Advisory Committee, a group of community representatives that provides input to
the Town on financial matters. The documents supporting the rate adjustments are available for review online at:
www.hillsborough.net/SolidWasteRates and www.hillsborough.net/WaterRates and are on file with the City Clerk.
Please note that there is a 120-day statute of limitations for challenging all water rates should the proposed
adjustments be adopted.

PUBLIC HEARING AND PROTESTS
Any record owner of a parcel upon which the water rates
and/or solid waste rates are proposed to be imposed and any
tenant directly liable for the payment of water or solid waste
rates (i.e., a customer of record who is not a property owner)
may submit a written protest to the proposed rate
adjustments; however, only one protest for water rates and
one protest for solid waste rates will be counted per
identified parcel. Written protest must: (1) state that the
identified property owner or tenant is opposed to the
proposed water rate adjustments and increases or solid
waste rate adjustments and increases; (2) provide the
location of the identified parcel (by street address, assessor’s
parcel number, or customer account number); and (3) include
the name and signature of the property owner or tenant
submitting the protest. Written protests may be submitted to
the City Clerk by mail or in person at 1600 Floribunda Avenue
Hillsborough, CA 94010, or during the public hearing (date,
time, and location noted above).

The City Clerk must receive written protests delivered by
mail no later than 4:00 p.m. on the date of the Public
Hearing. Any protest submitted via e-mail or other
electronic means will not be accepted as a valid written
protest. Please indicate on the outside of any envelope
mailed to the Town Attn: Rate Hearing.
The City Council will accept and consider all written
protests and will hear and consider all oral comments to
the proposed rate adjustments and increases at the
public hearing. Oral comments at the public hearing will
not qualify as formal protests unless accompanied by a
written protest. Upon the conclusion of the public
hearing, the City Council will consider adoption of the
proposed rate increases as described in this notice. If
written protests against the proposed rates are not
presented by a majority of the property owners or
tenants of the identified parcels subject to the proposed
rate increases, City Council will be authorized to adopt
the rate increases and adjustments.

WATER RATES
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ABOUT THE TOWN'S WATER SYSTEM
The Town operates and maintains a potable water distribution system to serve its residents and water users. It is
a complex system with varying topography and 19 separate but interconnected pressure zones.
The infrastructure network includes:

108 miles of
water mains

18 water
tanks

14 water pump
stations

Over 7,500 various
assets (e.g., water
meters, fire hydrants,
and valves)

The Town purchases its water from the San Francisco Public Utilities Commission (SFPUC). The Town pumps and
delivers water to approximately 4,270 customers, nearly all of whom are single-family residential customers.
The Town is committed to providing the highest quality water at the lowest possible rates for our customers. To
meet this commitment, the Town engaged HF&H Consultants, LLC (HF&H) to perform an independent cost-ofservice water rate study and evaluate the infrastructure, programs, and operations and maintenance costs of the
Town’s water services and the rates necessary to recover the costs of those services for the next five years. A cost
of service and rate study demonstrates what it costs the Town to provide water service and the appropriate rates
to fairly and proportionately allocate the costs of providing water to our customers. The cost of providing water
includes not only the water we purchase, but the infrastructure that treats and delivers the water, as well as the
conservation, efficiency, and demand management programs to ensure that there is safe and reliable water to
meet the demands of all of our water customers twenty-four hours a day, seven days a week.

RATE ADJUSTMENTS NEEDED TO FUND FUTURE
OPERATING NEEDS
Based on HF&H’s evaluation, it has been determined that rate adjustments and increases are necessary for the
Town’s water service charges to enable the Town to:
recover current and long-term projected costs of operating and maintaining the water system, including
significant increases in the costs of the wholesale water the Town purchases from the SFPUC;
fund capital infrastructure improvements needed to repair and update the Town’s aging water system;
maintain the operational and financial stability of the water utility;
comply with State mandated drinking water regulatory requirements;
meet and comply with annual debt service requirements; and
avoid operational deficits and depletion of reserves.

PROPOSED WATER RATES
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Residential and Non-Residential Rate Structures
The proposed rates are calculated to recover the costs of providing water services and to proportionately
allocate those costs on a parcel basis among the various customer categories. The water rate structure has
two customer categories—Residential and Non-Residential— and two components—a Service Charge and a
Volume Charge. The proposed Service Charge is a fixed bi-monthly charge calculated to recover a portion of
the Town’s fixed costs of operating and maintaining the water system and delivering water. The proposed
rates for the Service Charge are established on the basis of the size of the meter (in inches) serving a property
to recover the incremental costs of sizing facilities to sufficiently deliver water to properties served by larger
meters. The Volume Charge is a variable charge imposed per unit of delivered water with one unit equal to
one hundred cubic feet (HCF), or 748 gallons, and is calculated to recover a portion of the Town’s fixed costs
and its variable costs of providing water service.
The Town has determined that the proposed water rates set forth in Table 1 and Table 2 below would not
exceed the estimated reasonable proportional cost of providing service to each parcel at each level of service.
The below rates are proposed to take effect January 1 of each year.

TABLE 1. Current and Proposed Service Charge Rates

TABLE 2. Current and Proposed Volume Charge Rates

SERVICE
CHARGES

+

Fixed monthly
rates that are
proportionally
graduated based
on the capacity of
service provided
100 Cubic
Feet (HCF)

=

748
Gallons

TIER 1

TIER 2

TIER 3

TIER 4

$6.39

$8.47

$13.61

$18.40

per HCF for

per HCF for

per HCF for

per HCF for

used in a month

used in a month

used in a month

used in a month

36%

29%

16%

19%

0-22

of Water Bills

23-44

of Water Bills

45-78

of Water Bills

79+

of Water Bills

PROPOSED WATER RATES
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Rate Adjustments During Water Shortages
The proposed Revenue Stabilization Factors would be applied to the Volume Charge rates and implemented
during locally declared water shortages, State mandated reductions in the level of potable water usage, or other
natural disaster or event that requires reductions in water usage. During times of declared water shortage and
demand reduction, the Town continues to incur fixed costs even though revenue from water purchases
decreases. The Revenue Stabilization Factors are designed to allow the Town to recover its fixed costs and
continue providing safe and reliable water service. The City Council may implement the Revenue Stabilization
Factors as necessary, depending on the level of potable water use cutbacks required, to ensure that the water
utility recovers sufficient revenues to meet its expenditures and debt obligations. The rates for the Volume
Charge would be multiplied by the applicable Revenue Stabilization Factor to derive the Volume Charge rates to
be in effect during the water shortage for each Customer Class.
The maximum Revenue Stabilization Factors are set forth in Table 3 below. The actual Revenue Stabilization
Factor to be applied at any time may be lower than the maximum Revenue Stabilization Factor set forth below,
and will depend on the level of reduction in water usage necessary at such time, and will be calculated in
accordance with the methodology set forth in the rate study report, provided that the actual Revenue
Stabilization Factor will not exceed the maximum Revenue Stabilization Factors set forth in Table 3. Table 4
includes an example of how the Rates Stabilization Factors would impact the Volume Charge, if applied at the
maximum amount to the 2023 rates.

TABLE 3. Water Shortage Contingency Plan Required Water Use Reductions by Class

*Rounding may occur in the percentages shown.

TABLE 4. Revenue Stabilization Factors by Customer Class

TABLE 5. Sample 2023 Rates with
Revenue Stabilization Factors

PASS-THROUGH
ADJUSTMENT
The proposed rates are based on the SFPUC
projected increases in its wholesale water
rates on July 1 of each year from the current
cost of $4.75 per HCF in 2022, $5.28 per HCF *Rounding may occur in the rates derived from the multiplication of the Revenue Stabilization
Factors to the applicable 2023 rates for each incremental percentage of reduction in water
in FY 2023, $5.28 per HCF in 2024, $5.32 per
usage.
HCF in FY 2025, and $5.32 per HCF in FY 2026. The Town is proposing to pass through any additional increases or
decreases in the SFPUC wholesale water rates that are above or below these projected SFPUC wholesale water rates. A
pass through will be implemented by increasing or decreasing the Town’s proposed Volume Charge rates by the amount
of the SFPUC wholesale water rate increase or decrease in cents per HCF in excess of or below the projected SFPUC
wholesale rate. For example, if the SFPUC raises it wholesale water rate to $5.38 per CCF on July 1, 2023 (instead of the
projected $5.28 per HCF), the Town may increase its water usage charge by an additional $0.10 per HCF on or after July 1,
2023. Similarly, the Town is proposing to pass through any savings in the SFPUC wholesale water rates that are below the
projected wholesale water rates. Prior to increasing the Volume Charge as a result of a pass through of an increase in
the SFPUC wholesale water rate above what is already included in the Volume Charge, the Town will send written
notification to all customers at least 30 days prior to the effective date.

SOLID WASTE RATES
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ABOUT THE TOWN'S SOLID WASTE SERVICE
The Town is a member of the South Bayside Waste Management Authority (SBWMA). Under the SBWMA Joint
Powers Agreement, each member agency sets its own solid waste rates for residential and commercial customers.
Each of the eleven SBWMA member jurisdictions has a franchise agreement with Recology for residential and
commercial solid waste, recycling, and organic collections. The current franchise agreement runs through
December 31, 2035. In addition, a contract with South Bay Recycling provides for operations at the Shoreway
Environmental Center, which is owned by the SBWMA. The Shoreway facility serves as a regional solid waste and
recycling facility for the receipt, handling and transfer of solid waste, recyclable, and organic materials. Each
member of the SBWMA is responsible for establishing the rates in their respective jurisdictions. Within
Hillsborough, Recology is responsible for the billing of solid waste services at the rates prescribed by City Council.

Residential customers’ services include:

Weekly curbside collection of
solid waste, recycling, and
organics

Two on-call bulky item
curbside pickups per
year

Curbside holiday
tree pickup

Weekly curbside collection of
cell phones, batteries, used
motor oil and oil filters
Two free community
drop-off events

Commercial customers’ services include:
Collection of solid waste, recycling, and organics bins of up to six times per week by subscription.
Other services include abandoned waste/illegal dumping collection throughout the Town, when necessary, annual
confidential document destruction event at Town Hall, and collection at the three annual Town events.

WHY DO RATES NEED TO CHANGE?
Hillsborough’s residents were very successful in adapting to the way garbage and recycling are collected, diverting
much of its waste to their recycling and/or organics carts. As a result, residents have been able to reduce the size
of their black solid waste carts.
Since the costs of collecting the recyclable and organic materials are rolled into the cost of the black cart, the
current pricing model or rate structure no longer works and will prove unsustainable to continue paying for the
collection, processing, and disposal costs at current rates. The current rates do not cover the costs of the current
services.

Notice of public hearing on proposed rate increases
RATE ADJUSTMENTS
NEEDED TO FUND FUTURE OPERATING NEEDS

Rate increases and adjustments are needed primarily for the following reasons:

Aligning the rates (based on size of cart)
with the projected cost-of-service
Adjustments to rates are necessary to reflect the current cost
of service based on the level of service provided.

Covering the projected costs for
implementing Senate Bill 1383 Reducing
Short-Lived Climate Pollutants in California
SB 1383 passed in 2016 as part of California’s larger strategy to
combat climate change. The law was designed to reduce
global warming super pollutants like methane, which is up to
84 times more potent than carbon dioxide. Landfills are one of
the largest producers of methane in the state. When organic
material breaks down in the landfill methane is generated.
There will be a move away from landfilling organic waste (like
food, paper, and yard waste). The Town is partnering with the
SBWMA, Recology, and San Mateo County to implement the
SB 1383 requirements. The cost is for compliance monitoring
and reporting services for elimination of food waste in solid
waste collection.

Covering the projected costs for franchise
services and pass-thru tipping fees
The Recology franchise agreement increases based on
contractually agreed upon indices. The disposal and
processing fees (tip fees) are based on contracts for these
services.

PROPOSED SOLID WASTE RATES
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The Town charges solid waste rates, based on the size and number of bins or carts provided to the property,
and the frequency of collection. Residential service includes weekly collection of solid waste, recycling, and
organics carts. A flat fee per parcel is billed annually on the property tax roll (currently $330 per year). The
monthly rates are billed quarterly to each customer by Recology. Each resident receives the same size
recycling and organics cart as part of their solid waste cart charge. Commercial customers are billed
quarterly by Recology for weekly collection of solid waste and organics, based on the size and number of
solid waste and organics bins or carts. Like residential customers, recycling collection service is included in
the solid waste rate.
The Town has determined that the proposed total solid waste rates set forth in Table 6 (Residential) and
Tables 7-18 (Commercial) below would not exceed the estimated reasonable proportional cost of providing
service to each parcel at each level of service.

TABLE 6. Residential Current and Proposed 2023-2027 Monthly Rates

1

1Proposed to be billed annually on the tax roll (Current = $330/year; 2023 Proposed = $346.56/year, etc.)
2Billed quarterly by Recology based on solid waste cart size. Rates include weekly service of solid waste container, recycling container,
and organics container

Proposed Monthly Rate Changes (2023)
20-Gallon
$5.70

32-Gallon

64-Gallon
$2.64

$3.82

96-Gallon

Extra Organics

$3.83

$1.35
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COMMERCIAL SOLID WASTE RATES
TABLE 7. Current Monthly Commercial Solid Waste Rates

1Collection rates include solid waste and recycling services.

TABLE 8. Proposed Monthly Commercial Solid Waste Rates (effective 1/1/2023)

1Collection rates include solid waste and recycling services.

TABLE 9. Proposed Monthly Commercial Solid Waste Rates (effective 1/1/2024)

1Collection rates include solid waste and recycling services.

PROPOSED SOLID WASTE RATES
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TABLE 10. Proposed Monthly Commercial Solid Waste Rates (effective 1/1/2025)

1Collection rates include solid waste and recycling services.

TABLE 11. Proposed Monthly Commercial Solid Waste Rates (effective 1/1/2026)

1Collection rates include solid waste and recycling services.

TABLE 12. Proposed Monthly Commercial Solid Waste Rates (effective 1/1/2027)

1Collection rates include solid waste and recycling services.

PROPOSED SOLID WASTE RATES
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COMMERCIAL ORGANICS RATES
TABLE 13. Current Monthly Commercial Organics Rates

TABLE 14. Proposed Monthly Commercial Organics Rates (effective 1/1/2023)

TABLE 15. Proposed Monthly Commercial Organics Rates (effective 1/1/2024)

PROPOSED SOLID WASTE RATES
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TABLE 16. Proposed Monthly Commercial Organics Rates (effective 1/1/2025)

TABLE 17. Proposed Monthly Commercial Organics Rates (effective 1/1/2026)

TABLE 18. Proposed Monthly Commercial Organics Rates (effective 1/1/2027)
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The documents supporting the rate adjustments and
increases are available for review online at:
www.hillsborough.net/SolidWasteRates and
www.hillsborough.net/WaterRates OR at the City Clerk’s
office between 8:00 a.m. and 5:00 p.m., Monday through
Thursday, and between 8:00 a.m. and 12:00 p.m. on Fridays.

PUBLIC HEARING
Monday, November 14, 2022 at 6:00 p.m. at Town Hall
1600 Floribunda, Hillsborough, CA 94010
OR via Zoom
Meeting ID: 828 5945 5523
Passcode: 860403

