City Holds Hearings Council e s s

On Rate Increases

The Hillsboro City Council
held public hearings on pro-
posed water and wastewater
rate increases in a meeting
Tuesday, June 2.

The city was originally
planning to consider a 15%
water rate increase in August
to address its rate hike from
Aquilla Water Supply Dis-
trict, but staff is proposing a
smaller 12% increase a couple
of months ahead of schedule
to address funding shortfalls
and needed infrastructure
work. A residential customer
using 2,000 gallons per month
would see an increase of about
$8 under the proposal.

A wastewater rate increase
is also proposed as the city
faces a $1 million revenue
shortfall in that account. The
proposal would increase rates
by around $2 for residen-
tial customers. Part of the
shortfall in that account is be-
lieved to be due to customers
conserving more water after
recent rate increases.

City officials say that a
series of water rate increases
approved since 2024 have

not fully resolved the water
department’s financial chal-
lenges.

The first increase in June
2024 raised rates by 70 per-
cent overall, with businesses
and high-volume users seeing
the largest impacts. That in-
crease was intended to gener-
ate approximately $2.5 million
in additional revenue, cover
existing operating costs and
fund system improvements.
It also restructured rates to
ensure businesses were paying
their fair share, as business
and industrial users were
using 60 percent of the water,
but residential customers
were paying 60 percent of
water revenue.

“It was massive, it was
disruptive, it was unpleasant
and it was not what anybody
wanted, but it was necessary
because the city had not done
any meaningful rate increases
in decades,” City Manager
Megan Henderson said of the
first increase. “We were losing
money year over year in our
water and wastewater fund
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because we were charging the
rates we wanted to charge, not
the rates that would actually
pay the costs of operating the
water system.”

In November 2024, another
15% increase was implement-
ed with the goal of increasing
revenue by $800,000 and re-
covering the cost of a $1.1 mil-
lion increase in charges from
Aquilla Water Supply District
(AWSD) that the city learned
about in July of that year.

"We had just done this big
increase, and we knew that
citizens were stretched," said
Henderson. "It was not what
anybody wanted to do, but we
felt like it was necessary. We
did not feel that there was the
ability to turn around and do
a 20% increase, which is what
it would have taken to absorb
all of that million-dollar hit we
were getting from Aquilla."

According to information
presented at the meeting,
the June and November 2024
increases generated about $1.5
million in additional revenue,
more than $1 million below
the original target. The AWSD
increase absorbed almost all of
that additional revenue, leav-
ing a gap for operating funds
and needed system improve-
ments.

A third increase in October
2025 raised rates 20%. City
officials said that the increase
was designed to generate ap-
proximately $1 million in addi-
tional revenue to recover costs
from another $500,000 AWSD
rate increase and restore as
many of the original financial
goals as possible.

Despite those increases,
the city says that the utility
remains approximately $1.6
million behind its financial
targets and has shifted its
strategy toward reducing costs
while continuing infrastructure
replacement projects.

Henderson said that if the
city operated like some utility
providers, it would simply im-
pose a dramatic rate increase
to immediately address the
system's financial needs. For
instance, she said that the city

recently learned its electric
rates are tripling next year.
Instead of going that route,
she said that the city is trying
to take a more measured ap-
proach, balancing the need to
generate additional revenue
with the financial strain many
residents are already experi-
encing.

"We have to find a way to
make some kind of progress
and still respect the fact that
people are stretched absolutely
to their limits," she said.

The increases have been
difficult for many customers
to accept, particularly as water
outages, leaks and other ser-
vice issues continue to affect
portions of the system. But
city leadership has emphasized
that stabilizing the utility's
finances is a necessary step
toward correcting those prob-
lems.

Water and sewer operations
are funded through a separate
fund that must support itself
through customer revenues
rather than general city tax
dollars. The state of these
funds has contributed to the
city recently being down-
graded by Standard & Poor's,
increasing the cost of future
borrowing, and officials have
been working with the Texas
Water Development Board to
identify options.

While the city continues
pursuing grants—including
another application planned
through the Texas Water De-
velopment Board this sum-
mer—no applications have
been successful to date.

In the meantime, crews
are focusing on replacing the
aging water lines that are
leaking a significant amount
of the water purchased from
AWSD. Henderson has said
that reducing those losses
will create savings that can
be reinvested into additional
system improvements.

"If we do nothing, the leaks
and interruptions are going to
be more frequent every year
because the lines get worse
and worse," said Henderson.

"What we've been doing his-

torically is just repairing leaks,
but that doesn't actually make
the system any more resilient
or even slow down the rate of
decline," she explained. "What
we have to be able to do is
replace these water lines that
are, in some cases, 100 years
old."

She presented a graph show-
ing the success of that method,
as the city saw a dramatic
drop in water purchased from
AWSD last fall when it started
replacing water lines. The
water use continued to decline
in 2026, even though the city
has added people, industries
and businesses, including
Buc-ee's, which is the city's
second-largest water user.

"We are on the right track,"
Henderson said. "It's not fast,
it's not easy, but we are on
the right track—replacing the
water lines little by little."

This year’s water rate in-
crease is being considered
earlier than planned in part to
pay for a project to replace wa-
ter lines downtown. The Texas
Department of Transportation
is planning to replace down-
town streets in 2028, and the
city needs to replace its water
lines before the state puts new
roads on top of them.

Going forward, the city has
indicated that it intends to re-
view rates annually, with small-
er adjustments considered in
August and implemented in
October to coincide with the
start of the fiscal year.

A public hearing was also
held on Frontier Waste Solu-
tions’ rate increase, which will
be less than $1 a month for
the average residential trash
customer.

Action on all three of the rate
increases that were discussed
is expected after second public
hearings at the council’s next
meeting.

The council discussed a res-
olution that would approve the
use of city streets for recurring
market events, including the
establishment of an annual
application process, deadlines
for requests and guidelines.

The Hillsboro Farmers Mar-

ket has been authorized to use
parking spaces along Coving-
ton Street on a recurring basis
for several years, but the city
says that this has never been
formalized in writing. City
staff explained that the goal is
to get more of the city's exist-
ing agreements in writing for
the sake of transparency and
to ensure coordination and fair
access to public spaces.

Hillsboro Farmers Market
representatives raised con-
cerns about the resolution
both times it was discussed at
a council meeting, even as city
leadership said that the change
is not intended to limit the
market in any way.

Council members pointed
out that without a formal
agreement in place, anyone
could set up in the area if they
arrived prior to the market's
vendors.

The change would create an
annual process in which the
market submits an application
with information about dates,
times and a rough vendor es-
timate to formalize the agree-
ment to use the public space.
Anyone else seeking public
space for an event would need
to follow the same process.

After discussing the propos-
al, the council voted to table it
for further review.

In other action, the council
appointed Irene Benero to
fill a vacancy on the Airport
Advisory Board after the res-
ignation of Chuck Schneider.
Joe Denison was appointed to
fill a vacancy on the Planning
and Zoning Commission after
Matthew Southard resigned.

The council also approved
a water conservation plan cre-
ated by engineering firm MRB
Group with input from city
staff. While the greatest water
loss reduction will continue to
come from line replacements,
additional methods to identify
leaks and reduce unnecessary
water usage are also included
in the plan.

The council's next regularly
scheduled meeting will be held
at 6 p.m. Tuesday, June 16, at
Historic City Hall.



