
 
EAST PALO ALTO   

SANITARY DISTRICT (EPASD) ADVISORY  
COMMITTEE  

SPECIAL MEETING AGENDA 
  

Thursday, September 24, 2026, 5:30 PM  
East Palo Alto City Hall Government Center  

Council Chambers  
2415 University Ave, 1st Floor  

East Palo Alto, CA 94303 
 
 

  
NOTICE 

 
This East Palo Alto Sanitary District Advisory Committee Special meeting will be held virtually 
and in-person at the Council Chambers located on 2415 University Ave, First Floor East Palo 
Alto, CA 94303. The virtual portion of this meeting will be conducted in accordance with City of 
East Palo Alto Resolution adopted pursuant to Assembly Bill 361. 

 
The public may participate in the East Palo Alto Sanitary District Advisory Committee Special 
Meeting via Zoom Meeting or by attending in -person in the Council Chambers at 2415 
University Ave, First Floor East Palo Alto, CA 94303. Community members may provide 
comments by emailing info@epasd.com, submitting a speaker card at the meeting, or using the 
RAISE HAND feature when the Chair or East Palo Alto Sanitary District Advisory Committee 
Clerk calls for public comment. Emailed comments should include the specific agenda item on 
which you are commenting. 

 
Please click this URL to join 

 
https://us06web.zoom.us/j/81622197830 

 
Or join by phone:  

Dial (for higher quality, dial a number based on your current location): 
US: +1 669 900 6833 or 

+ 1 346 248 7799 or 
+ 1 253 215 8782 or 
+ 1 312 626 6799 or 
+ 1 929 205 6099 or 

+ 1 301 715 8592 
 

Webinar ID: 816 2219 7830 
 
 

International numbers available: https://us06web.zoom.us/u/kcfEYnVsgW  
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1. CALL TO ORDER AND ROLL CALL 

 
2. APPROVAL OF THE AGENDA 

 
3. APPROVAL OF THE MINUTES 

 
Recommendation: Staff recommend that the East Palo Alto Sanitary District 
Advisory  
Committee approve the Minutes of June 24, 2026, as presented in the 
packet as accurate reflection of the meeting. 

 
4. PUBLIC COMMENT 

 
5. SPECIAL PRESENTATIONS  

 
Recommendation:  
 

1. Receive an informational report from the Utility Manager about the Palo Alto 
Regional Water Quality Control Plant (RWQCP) borrowing of funds on an 
interim basis for improvements to the RWQCP and the RWQCP proposing an 
‘Addendum 2’ to the partner agreement with EPASD. 

2. EPASD Advisory Committee to provide comments and recommendations on the 
EPASD Board adopting Addendum 2 into the partner agreement between the 
RWQCP and EPASD. 

 
6. STAFF/COMMITTEE ORAL REPORTS 

 
7. DISCUSSION AND ACTION  

East Palo Alto Sanitary District Advisory Committee Draft Work Plan 

Recommendation: 

1. Receive an update from the Utility Manager about the EPASD Work 
Plan presentation strategy 

2. EPASD Advisory Committee to provide comments and recommendations on the 
EPASD presentation strategy of dividing Workplan Section 1 into Part I and Part II, 
presented to the advisory committee at two different scheduled meetings. 

 
8. WRITTEN COMMUNICATIONS 

 
9. FUTURE COMMITTEE AGENDA ITEM REQUESTS 

 
10. ADJOURNMENT 
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This AGENDA is posted in accordance with Government Code Section 54954.2(a) 

 
This Notice of Availability of Public Records: All public records relating to an open session item which are not exempt 
from disclosure pursuant to the Public Records Act, that are distributed to the majority of the East Palo Alto Sanitary 
District Advisory Committee will be available for public inspection at the City Clerk’s Office, 2415 University Avenue, 
East Palo Alto, CA at the same time that the public records are distributed or made available to the East Palo Alto 
Sanitary District Advisory Committee. Such documents may also be available on the East Palo Alto website 
www.cityofepa.org subject to staff’s ability to post the documents prior to the meeting. Information may be obtained 
by calling (650) 853-3100. 

 
The East Palo Alto Sanitary District Advisory Committee meeting packet may be reviewed by the public in the Library or the 
City Clerk's Office. Any writings or documents pertaining to an open session item provided to a majority of the East Palo Alto 
Sanitary District Advisory Committee less than 72 hours prior to the meeting, shall be made available for public inspection at 
the front counter at the City Clerk's Office, 2nd Floor, City Hall, 2415 University Avenue, East Palo Alto, California 94303 during 
normal business hours. Information distributed to the East Palo Alto Sanitary District Advisory Committee at the Special meeting 
becomes part of the public record. A copy of written material, pictures, etc. should be provided for this purpose. 

 
East Palo Alto City Council Chambers is ADA compliant. Requests for disability related modifications or accommodations, aids 
or services may be made by a person with a disability to the City Clerk's office at (650) 853-3127 no less than 72 hours prior to 
the meeting as required by Section 202 of the Americans with Disabilities Act of 1990 and the federal rules and regulations 
adopted in implementation thereof.   

DECLARATION OF POSTING 
 

This Notice is posted in accordance with Government Code §54954.2(a) or §54956. Members of the public can view electronic 
agendas and staff reports by accessing the City website. Under penalty of perjury, this Agenda was posted to the public at least 
72 hours prior to the meeting. 

 
POSTED: September 21, 2026 

 
ATTEST: 

 
 

Lenina M. Tatakamotonga  
 

East Palo Alto Sanitary District  
Advisory Committee Clerk 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
East Palo Alto East Palo Alto September 24, 2026 Agenda 
Sanitary District (EPASD)  
Advisory Committee   

4 3

https://www.cityofepa.org/


COMMITTEE REPORTS 3.1 

   

 

 
 

 

EAST PALO ALTO 
SANITARY DISTRICT 

STAFF REPORT 
   

   

DATE: September 24, 2026 

TO:               East Palo Alto Sanitary District Advisory Committee 

BY: Lenina M. Tatakamotonga, EPASD Committee Clerk 

SUBJECT:   East Palo Alto Sanitary District Advisory Committee Minutes of July 14, 2026 

 

 

Recommendation 

 
Staff recommend that the East Palo Alto Sanitary District Advisory Committee approve the 
Minutes of July 14, 2026, as presented in the packet as accurate reflection of the meeting.  
 
 
Background 
 
The East Palo Alto Sanitary District Advisory Committee will consider adoption the Minutes of 
July 14, 2026. 
 
 
Public Notice 

The public was provided notice of this agenda item by posting the Public Works & 
Transportation Commission agenda on the City’s official bulletin board outside City Hall and 
making the agenda and report available at the City’s website and at the San Mateo County 
Library located at 2415 University Avenue, East Palo Alto. 

 
 
Government Code § 84308 
 
Applicability of Levine Act: No, not applicable. 
 
Analysis of Levine Act Compliance: Not applicable. 
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Attachments 
 

1. Draft EPASD AC Minutes of July 14, 2026.  
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EAST PALO ALTO SANITARY DISTRICT 

ADVISORY COMMITTEE SPECIAL 

MEETING MINUTES  
    

Thursday, September 24, 2026, 5:30 PM  
East Palo Alto City Hall Government Center  

2415 University Avenue, 1st Floor  
East Palo Alto, CA 94303 

 
 

1. CALL TO ORDER AND ROLL CALL 
 
 The meeting was called to order by Vice Chair Griffin at 5:31 PM. 
 

Attendee Name Title Status Arrived 

Deborah Lewis Virges Chair Absent 5:43 PM 

Stephanie Griffin Vice Chair Present  

Grace Popple Committee Present (Remote)  

Vamsi Velagapudi Committee Present  

Mario Mendoza Committee Present  

Gail Dixon Committee Present  
 

2. APPROVAL OF THE AGENDA 
 

RESULT:   APPROVED 

MOTION BY: Velagapudi  

SECOND: Popple 

AYES:  

NOES: Griffin 

ABSENT: Lewis Virges  

 

 
3. APPROVAL OF THE MINUTES 

 
3.1 East Palo Alto Sanitary District Advisory Committee Minutes of July 14, 2026 
 
Recommendation: Staff recommend that the East Palo Alto Sanitary District Advisory 
Committee approve the Minutes of July 14, 2026, as presented in the packet as an 
accurate reflection of the meeting. 

 
Committee Velagapudi moved to approve the minutes, seconded by Committee Popple. 
The motion passed. 
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RESULT:   APPROVED 

MOTION BY: Popple 

SECOND: Velagapudi 

AYES: Griffin, Mendoza, Dixon 

NOES: 

ABSENT: Lewis Virges  

 
4. PUBLIC COMMENT  None. 

 
5. STAFF/COMMITTEE ORAL REPORTS None. 

 
6. DISCUSSION AND ACTION None. 

 
6.1  EPASD AC Ad Hoc Committee Draft 
 
Recommendation: 
 

1. Receive an informational report from the EPASD Ad Hoc Committee concerning an 
EPASD Draft Workplan Framework. 

2. EPASD Advisory Committee to provide comments, direction and consider adoption 
of the workplan, or continue item for further refinement, and consideration at next 
Advisory Committee meeting. 

3. EPASD Advisory Committee to select topic within the Draft Workplan framework to 
study, review, and discuss at next Advisory Committee meeting. 
 

Public Comment: None. 
 

RESULT:   APPROVED [UNANIMOUS] 

MOTION BY: Popple 

SECOND: Velagapudi 

AYES: Griffin, Mendoza, Dixon 

NOES: 

ABSENT: Lewis Virges  

 
6.2  Public Hearing and Approval of Previously Adopted Sewer Service Charges 
to be Collected on the San Mateo County Tax Roll for FY 2026-27 
 
Recommendation: 
 

1. Give an informational report to the advisory committee for EPASD’s FY 2026-27 
sewer service charges on the San Mateo County secured property tax roll 
pursuant to Health and Safety Code §5473–5473.4; and 

2. Item will be going to EPASD Board on July 21, 2026 for approval. 
 

Finance Director, Tomohito Oku presented on Public Hearing and Approval of 
Previously Adopted Sewer Service Charges to be collected on the San Mateo County 
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Tax Roll for FY 2026-27 Presentation. Discussion occurred among the Commissioners. 
City staff addressed questions and provided additional clarification. 
 
Public Comment: None. 
 

RESULT:   APPROVED [UNANIMOUS] 

MOTION BY: Velagapudi 

SECOND: Popple 

AYES: Griffin, Mendoza, Dixon 

NOES: 

ABSENT: Lewis Virges  

 
   

7. SPECIAL PRESENTATIONS None.   
 
8. WRITTEN COMMUNICATIONS None.  

 
9. FUTURE COMMITTEE AGENDA ITEM None. 

 
10. ADJOURNMENT 

 
The meeting was adjourned at 6:28 PM. 
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EAST PALO ALTO 
SANITARY DISTRICT 

STAFF REPORT 
   

   

DATE: September 24, 2026 

TO: East Palo Alto Sanitary District Advisory Committee Members   

VIA: Melvin E. Gaines, General Manager   

BY: Matt Vining, Utility Manager 

SUBJECT: Palo Alto RWQCP Addendum 2 to the partner agreement with EPASD  
 

Recommendation 
 

1. Receive an informational report from the Utility Manager about the Palo Alto Regional 
Water Quality Control Plant (RWQCP) borrowing of funds on an interim basis for 
improvements to the RWQCP and the RWQCP proposing an ‘Addendum 2’ to the partner 
agreement with EPASD.  

2. EPASD Advisory Committee to provide comments and recommendations on the EPASD 
Board adopting Addendum 2 into the partner agreement between the RWQCP and 
EPASD. 

 
Alignment with City Council Strategic Plan 
 
This recommendation is primarily aligned with:  
 
Priority: Governance, Organizational Strength, and Fiscal Sustainability 
Priority: Public Infrastructure and Utilities 

 
 
Background 
 

The RWQCP is currently implementing over $460 million in capital improvements identified in 
the 2012 Long Range Facilities Plan (LRFP), including major projects such as the Secondary 
Treasury Upgrades (WQ-190001), Advanced Water Purification System (WQ-19003), and 
Headworks Facility Replacement (WQ-16002). These projects are in various stages of design 
and construction and are funded through a combination of State Revolving Fund (SRF) loans, 
grants, and debt financing. 
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The 2012 Long Range Facilities Plan established a comprehensive pathway for modernizing the 
RWQCP to meet future regulatory requirements, accommodate partner agency flows, and 
replace aging infrastructure. Many early-phase projects have been completed using SRF loans, 
which provided favorable interest rates and stable long-term funding. 
 
Several remaining projects, including major process upgrades and facility replacements, do not 
currently have SRF commitments. In addition, updated cost estimates reflect inflation, increased 
construction costs, and newly identified facility needs. To ensure continuity of construction and 
design work, the RWQCP partners authorized a line of credit mechanism through amendments 
to existing partnership agreements. 
 
The amendments enable the line of credit mechanism for up to five years, enabling the facility 
to proceed with critical interim financing while staff continue working with state agencies to 
secure SRF or other long-term funding sources. 
 
City of Palo Alto Staff initiated a comprehensive update to the LRFP in 2024. The LRFP Update, 
currently underway, will reassess and reprioritize capital improvement needs over the next 50 
years, incorporating consideration of updated regulatory requirements, emerging contaminants, 
and the current condition and performance of existing RWQCP infrastructure. The update will 
refine project scopes and cost estimates for remaining projects from the 2012 LRFP and identify 
additional capital improvements necessary to maintain reliable and compliant plant operations. 
The LRFP Update is expected to significantly increase RWQCP’s overall capital needs, 
highlighting the importance of flexible financing tools such as the proposed LOC. 
 
On November 4, 2025, the City of Palo Alto Finance Committee received an update of the capital 
improvement program, LRFP Update, capital and O&M cost allocations, program funding 
strategies and reserve policy. Staff’s funding strategies include the following sources: 
 

• State Revolving Fund (SRF) loans administered by the State Water Resources Control 
Board 

• U.S. Environmental Protection Agency Water Infrastructure Finance and Innovation Act 
(WIFIA) loans 

• Utility revenue bonds issued through capital markets 
• Line of Credit (LOC) 
• Capital budget for smaller or shorter-term projects. 

 
Analysis 

The purpose of this staff report is to seek the EPASD Board’s approval of Addendum Two to the 
existing partner agreement, which is required before the City of Palo Alto may utilize the line of 
credit (LOC) for the authorized RWQCP projects. Palo Alto is seeking similar approval from the 
governing bodies of the participating RWQCP partner agencies. 

The LOC is intended to serve as an interim financing mechanism to provide funding for near-
term capital needs while Palo Alto continues to pursue longer-term financing. The LOC will allow 
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the RWQCP to advance necessary capital projects without delaying design or construction while 
permanent financing is being secured. Project costs financed through the LOC are expected to 
ultimately be refinanced through a utility revenue bond. A subsequent amendment to the partner 
agreement will establish the methodology and requirements for each partner’s applicable share 
of the long-term debt service. 

Addendum Two primarily addresses partner agency cost-sharing responsibilities and authorizes 
Palo Alto to utilize the LOC for planned capital improvements. Amendments with the participating 
agencies maintain the proportional cost allocation methodology established in the respective 
partner agreements. The interim financing capacity will be used to: 

 Complete smaller capital improvement projects currently in construction or ready to bid;  

 Advance the design of larger projects requiring additional time to secure long-term 
financing; and  

 Maintain progress on the RWQCP modernization program without delays that could 
increase future costs or risk regulatory non-compliance.  

Addendum Two authorizes up to $31 million in total project costs, consisting of: 

 $18 million for Headworks Project improvements;  

 $1 million for Outfall Project improvements;  

 $12 million for deferred minor capital projects; and  

 Emergency projects, as needed, within the overall $31 million authorization to maintain 
continuous, compliant, and safe plant operations.  

Approval of Addendum Two by the EPASD Board would authorize Palo Alto to utilize the LOC 
to finance EPASD’s allocated share of these project costs. During the interim financing period, 
EPASD will be responsible for its proportionate share of interest costs associated with applicable 
LOC draws, as further described in the Fiscal Impact section. 

Palo Alto staff will return to the Palo Alto City Council and partner agencies, as applicable, at 
key milestones for budget appropriations, project awards, and approval of future long-term 
financing instruments. 

 
 

Fiscal Impact 
 

Addendum Two authorizes up to $31 million in total project costs. Under the Agreement, each 
partner is responsible for its proportional share of project costs based on the capacity allocation 
established in Exhibit H. EPASD’s capacity allocation is 7.64%. Accordingly, if the full $31 million 
authorization is utilized, EPASD’s allocated share of the project costs would be approximately 
$2.37 million ($31 million × 7.64%). 
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Palo Alto intends to use the line of credit (LOC) as an interim financing mechanism for the 
authorized project costs. During the LOC period, EPASD will be responsible for its proportionate 
share of interest costs incurred on amounts drawn from the LOC for project costs. These LOC 
interest costs will be included in Palo Alto’s quarterly partner billings. Assuming an interest rate 
of approximately 4% to 5%, the actual interest cost to EPASD will depend on the amount and 
timing of LOC draws and the period that each amount remains outstanding. 

The project costs financed through the LOC, including the outstanding LOC principal, are 
expected to be subsequently refinanced through a utility revenue bond. Addendum Two does 
not establish EPASD’s long-term debt-service payment requirements for that financing. A 
subsequent addendum will establish the methodology and requirements for EPASD’s payment 
of its applicable share of the utility revenue bond debt service, including principal and interest. 

EPASD currently funds its RWQCP obligations through sewer service charges. The additional 
capital and financing obligations resulting from Addendum Two will need to be incorporated into 
EPASD’s long-range financial planning and future sewer rate requirements. Current sewer 
service charges are not expected to fully absorb these additional costs. The precise rate impact 
is not yet known and will be evaluated through an upcoming rate study, which will determine the 
timing and level of future rate adjustments needed to support EPASD’s share of RWQCP costs 
over the next 5–10 years.  
 
Public Notice 
 
The public was provided notice by making the agenda and report available on the City’s website 
and on a bulletin board located at City Hall: 2415 University Avenue, East Palo Alto. 
 
Environmental 
 
The action being considered does not constitute a “Project” within the meaning of the California 
Environmental Quality Act (CEQA), pursuant to CEQA Guideline section 15378 (b)(5), in that it 
is a government administrative activity that will not result in direct or indirect changes in the 
environment. 
 
 
Government Code § 84308 

 
Applicability of Levine Act: NO.  
 
Analysis of Levine Act Compliance: Not applicable. 
 
 
Attachments 
 

1. RWQCP Proposed Addendum 2 Draft 
2. September 2, 2026 RWQCP Partner’s Meeting Power Point Slides 
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ADDENDUM TWO TO THE SECOND RESTATED AND AMENDED 

AGREEMENT BETWEEN THE CITY OF PALO ALTO AND THE EAST PALO 

SANITARY DISTRICT FOR WASTEWATER TREATMENT AND DISTRICT 

OUTFALL 

 
This Addendum Two to the Second Restated and Amended Agreement Between the City of Palo Alto and 

the East Palo Sanitary District for Wastewater Treatment and District Outfall is made and entered into on 

[DATE], by and among the CITY OF PALO ALTO (“Palo Alto”), a municipal corporation under the 

laws of the State of California, and the East Palo Alto Sanitary District (“District”), a special district 

formed under the Sanitary District Act of 1923, individually a “Party” and collectively the “Parties”. 

 

RECITALS 

A. On May 17, 2021, the Parties entered into an agreement entitled the Second Restated and 

Amended Agreement Between the City of Palo Alto and the East Palo Sanitary District for 

Wastewater Treatment and District Outfall (“Second Restated and Amendment Agreement 
Agreement” or “Agreement”). 

B. That agreement affirmed the Parties’ respective rights and obligations regarding treatment of 

wastewater conveyed from the District’s sanitary sewer system at the City’s Regional Water 

Quality Control Plant, payment of treatment costs, ongoing debt service for major capital 

improvement projects (as that term is defined therein) to the Regional Water Quality Control 

Plan, the District’s sanitary sewer outfall line, and pretreatment programs.   

C. Section 6 of the agreement established the Parties’ approval of funding and cost sharing for 

various major capital improvement projects identified and described therein. 

D. On December 5, 2022, approved Addendum One to the Agreement to provide for the Parties’ 

respective funding and cost-sharing obligations for the planning and design and construction 

phases of the Secondary Treatment Upgrades Project. 

E. Palo Alto owns and operates the regional sewage treatment plant that is part of a sewerage 

system owned and operated by Palo Alto. Palo Alto is responsible for making capital 

additions to the system. Under the Agreement, any major capital additions for the 

replacement of obsolete or worn-out units require an agreement by the Parties amending 

the Basic Agreement. 

F. The Parties now desire to the Agreement to approve the construction of certain capital 

additions and authorize Palo Alto to pursue and obtain financing to fund the costs of the 

capital additions described herein. 
 

NOW, THEREFORE, in consideration of the terms, conditions and covenants set forth in this 

Addendum No. Two, the Second Restated and Amended Agreement Between the City of Palo Alto and 

the East Palo Sanitary District for Wastewater Treatment and District Outfall (the “Agreement”) is hereby 

amended, as follows: 

AGREEMENT 

 

NOW, THEREFORE, in consideration of the terms, conditions and covenants set forth in 

this Addendum Three, to the Second Restated and Amendment Agreement is hereby amended, 

as follows: 
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SECTION 1. Section 8, Paragraph (a) is added to read as follows:  

 

“a. DESIGN, CONSTRUCTION, AND IMPLEMENTATION OF THE HEADWORKS 

PROJECT, OUTFALL PROJECT, AND MINOR CAPITAL, AND EMERGENCY 

PROJECTS. 

 

1. Projects covered by this Addendum. Palo Alto and East Palo Alto Sanitary District hereby 

approve the following projects (the “Projects”): 

 

A.  Headworks Project: Design services for the Headworks Facility Replacement Project, 

including preparation of bid-ready construction documents, coordination and approvals 

from applicable regulatory and permitting agencies, and engineer's opinions of 

probable construction cost (OPCC) at major project milestones. 

B. Outfall Project: Design services and potential construction for the Parallel Outfall 

Project and Existing Outfall Rehabilitation Project, including preparation of bid-ready 

construction documents, coordination and approvals from applicable regulatory and 

permitting agencies, and engineer's opinions of probably construction cost at major 

project milestones, and related construction activities. 

C. Deferred minor capital projects including, but not limited to: 

i. Sludge Thickener Rehabilitation design services and construction 

services, including preparation of bid-ready construction documents, 

coordination and approvals from applicable regulatory and permitting 

agencies, and engineer's opinions of probably construction cost at major 

project milestones, replacement of the instrumentation and controls, and 

repair of tank surfaces for the three in-service and for the one out-of-

service sludge thickeners. 

ii. Ventilation Improvements construction, including improvements to the 

loadout bay mechanical ventilation equipment at the Sludge Dewatering 

and Loadout Facility.   

iii. Plant Records Modernization Projects, including digitizing and rectifying 

the Plant’s process and instrumentation diagram drawings, creating a 

digital interactive operation and maintenance manual, and GIS mapping 

of plant facilities. 

D. Emergency projects: In response to, or to prevent, an infrastructure failure, the use of 

on-call engineering services, construction, and construction management services 

contracts required to maintain continuous, compliant, and safe operation of the plant at 

the discretion of the Plant Manager. 

 

2. Project Costs authorized by this Addendum. The total Project Costs authorized by 

addendum is $31 million. Each Party shall pay its share of the Project Costs in proportion 

to the capacity it owns in the Joint System or portion thereof as shown in Exhibit “H” to 

Second Restated and Amendment Agreement Agreement. As used in this Paragraph, the 

term “Project Costs” means all costs incurred in connection with the design, bidding, 

construction, and implementation of the Projects and shall include, but not be limited to: 
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engineering and other consultants’ fees and costs; deposits, applicable permit fees; 

construction costs; all costs to apply for and secure necessary permits from all required 

regional, state, and federal agencies; plan check and inspection fees; startup, 

commissioning and initial maintenance; insurance; costs associated with financing costs, 

including issuance costs and interest; and legal and administrative expenses. The estimated 

amount of Project Costs for each of the projects is as follows: 

A.  Headworks Project: $18 million 

B.  Outfall Project: $1 million 

C.  Deferred minor capital projects: $12 million 

i. Sludge Thickener Rehabilitation: $10 million 

ii. Other minor capital projects: $2 million 

  

Emergency Projects are not assigned a separate estimated amount and may be 

undertaken as needed, with costs included within the total Project Costs authorized 

amount of $31 million. 

 

3. The Parties further agree that Palo Alto shall have the authority to manage project 

expenditures within the approved total amount of $31 million, including the authority to 

authorize individual expenditures consistent within each project’s budget; reappropriate 

funds among the project budgets; establish and adjust contingency reserves; approve 

additional expenditures funded from contingency reserves. Palo Alto will provide the 

Parties with quarterly updates on Project expenditures.  

 

4. Financing and Payment of Project Costs by the Parties. The Parties authorize Palo Alto to 

obtain and administer a line of credit to fund the costs of the Projects. Palo Alto shall have 

full authority to negotiate the terms of the line of credit, including interest rate (fixed or 

variable), draw procedures, repayment terms, collateral requirements, covenants, and fees. 

Palo Alto’s payment obligations with respect to the line of credit will be evidenced by one 

or more notes. The Parties acknowledge that Palo Alto may obtain the line of credit in its 

own name, and the Parties agree to cooperate with Palo Alto's financing efforts, including 

by providing financial information and executing supporting resolutions as reasonably 

requested. Palo Alto shall maintain records of all financing costs attributable to each draw 

on the Line of Credit. 

 

District will pay its respective shares of any Project Costs within thirty (30) business days 

of receipt of the quarterly billing statement sent by Palo Alto. Palo Alto shall not send more 

than once invoice in any thirty day period. If a Party disputes the correctness of an invoice, 

it shall pay the invoice in full and the dispute shall be resolved after payment in accordance 

with Paragraph 19 of the Basic Agreement and shall not offset any payment due. 

 

5. Tax Covenants.  

A.  Definitions. The following definitions relate to the covenants set forth in Section 

8(a)(5)(B): 
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i. “Bonds” mean obligations the interest on which is intended to be excluded 

from gross income under the Code, including bonds, notes, leases, credit 

agreements and other evidences of indebtedness.  

 

ii. "Code" means the Internal Revenue Code of 1986 as it may be amended 

from time to time, together with applicable proposed, temporary and final 

regulations promulgated, and applicable official public guidance 

published, under the Code. 

 

B.  Tax Covenants 

i. Private Activity Bond Limitation. The parties will assure that any portion 

of the Joint System financed by Bonds will not be so used as to cause the 

Bonds to satisfy the private business tests of section 141(b) of the Code 

or the private loan financing test of section 141(c) of the Code. 

ii. Federal Guarantee Prohibition. The parties will not take any action or 

permit or suffer any action to be taken if the result of such action would 

be to cause any of the Bonds to be "federally guaranteed" within the 

meaning of section 149(b) of the Code. 

iii.  Maintenance of Tax-Exemption. The parties will take all actions 

necessary to assure the exclusion of interest on the Bonds from gross 

income under the Code. 

iv. Record Retention. The parties will retain their records related to the use 

of any portion of the Joint System financed by Bonds for least 3 years 

after the Bonds (including any refunding bonds) mature or are redeemed 

(whichever is earlier).  

v. Certificates. In connection with the issuance of Bonds, the parties will 

execute documentation requested by Palo Alto's bond counsel as support 

for its opinion as to the exclusion of interest on the Bonds from gross 

income under the Code. 

 

 

SECTION 2. Except as modified herein, the Second Restated and Amended Agreement shall 

remain unchanged, and is hereby ratified and confirmed. 

 

[SIGNATURE PAGE FOLLOWS] 
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Reserve Policy Studies

• Staff Reserve Recommendations 

• Status Update

• Review Recommended Reserve Types, 
Targets/Calculations, and Ramp-up    

• Discussion and Next Steps
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RESERVE POLICY RECOMMENDATIONS SUMMARY

Follow a 5-year ramp up schedule with a fixed rate/percentage increase for all reserve funds.

O&M Reserves: 

Operations Outlay: 20% of Annual Operating Costs.

Other Outlay: 100% of Minor CIP Annual Authorization.

Capital Reserves: 

Target 10% of Average Annual 5-yr Capital Plan.

Debt Reserves: 

Match debt convenance requirements (City charter and covenant; typically one year’s debt payment).

Rate Stabilization Reserves: 

Eliminate. Part of existing CPA policy, but RWQCP Partners establish sewer rates within their jurisdictions. 

Reserve Implementation 

Reserve Types and Targets 
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RECOMMENDED FY2033 RESERVE TARGETS

Partner Fixed Share Debt Reserve Capital 
Reserve

FY27 Flow & 
Load Share Other Outlay Operations 

Outlay Total Target

Plant Targets* -- $16,868,000 $3,322,000 -- $5,200,000 $9,040,000 $34,430,000 

Palo Alto 38.16% $6,266,000 $1,268,000 36.01% $1,873,000 $3,255,000 $12,662,000 

Mountain View* 37.89% $6,669,000 $1,259,000 41.50% $2,158,000 $3,752,000 $13,838,000 

Los Altos 9.47% $1,555,000 $315,000 7.94% $413,000 $718,000 $3,001,000 

Los Altos Hills 1.58% $259,000 $52,000 2.02% $105,000 $183,000 $599,000 

Stanford 5.26% $864,000 $175,000 6.75% $351,000 $610,000 $2,000,000 

EPASD 7.64% $1,255,000 $254,000 5.78% $301,000 $523,000 $2,333,000 

O&M Reserve

*Includes AWPS Debt Reserve Requirement which only MV contributes to
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RECOMMENDED 2029 - 2033 RESERVE CONTRIBUTIONS: 
5-YR, EQUAL PERCENTAGE RAMP UP

Partner Rate of 
Increase FY 29 FY 30 FY 31 FY 32 FY 33 Total Target

Forecasted Plant 
Budget for Ref.* - $48,533,000 $64,081,000 $65,081,000 $66,780,000 $68,495,000 -

Plant Targets** 73% $3,844,000 $2,806,000 $4,855,000 $8,399,000 $14,526,000 $34,430,000 

Palo Alto 73% $1,414,000 $1,032,000 $1,786,000 $3,089,000 $5,341,000 $12,662,000 

Mountain View* 73% $1,545,000 $1,128,000 $1,951,000 $3,376,000 $5,838,000 $13,838,000 

Los Altos 73% $335,000 $245,000 $423,000 $732,000 $1,266,000 $3,001,000 

Los Altos Hills 73% $67,000 $49,000 $85,000 $147,000 $251,000 $599,000 

Stanford 73% $223,000 $163,000 $282,000 $488,000 $844,000 $2,000,000 

EPASD 73% $260,000 $190,000 $329,000 $569,000 $985,000 $2,333,000 

*Based on March 2026 Update to the FY27 Forecast
**Includes AWPS Debt Reserve Requirement which only MV contributes to
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RECOMMENDED 2029 - 2033 RESERVE BALANCES: 
5-YR, EQUAL PERCENTAGE RAMP UP

Partner Rate of 
Increase FY 29 FY 30 FY 31 FY 32 FY 33 Total Target

Plant Targets* 73% $3,844,000 $6,650,000 $11,505,000 $19,904,000 $34,434,000 $34,430,000 

Palo Alto 73% $1,414,000 $2,446,000 $4,232,000 $7,321,000 $12,665,000 $12,662,000 

Mountain View* 73% $1,545,000 $2,673,000 $4,624,000 $8,000,000 $13,840,000 $13,838,000 

Los Altos 73% $335,000 $580,000 $1,003,000 $1,735,000 $3,002,000 $3,001,000 

Los Altos Hills 73% $67,000 $116,000 $201,000 $348,000 $602,000 $599,000 

Stanford 73% $223,000 $386,000 $668,000 $1,156,000 $2,000,000 $2,000,000 

EPASD 73% $260,000 $450,000 $779,000 $1,348,000 $2,332,000 $2,333,000 

*Includes AWPS Debt Reserve Requirement which only MV contributes to
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WHY DO A RESERVES STUDY? 
Current Status 

• Dated reserve policy that’s not 

necessarily relevant to the Plant​

• Not necessarily tailored to WWTP 
(partners instead of ratepayers)​

• Not actively managed/tracked

Future Status 

• Long Range Facility Plan-Update will 
identify updated/expanded capital 
improvement program

• Long-term solution as Line of Credit is 
an interim solution

Parallel Efforts

• The City, with BakerTilly, is accessing 

its current reserve policies and making 

recommended changes.

• Raftelis is reviewing their work, and 

aligning RWQCP policies where 

appropriate/relevant 
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PARTNER BENEFITS OF SUSTAINABLE RESERVES

Reduced volume of staff reports 

and partner amendments.

Smoothed-out impacts of market 

forces on annual expenses.

Reduced (eliminated) general fund 

loans and associated interest.

Strong bank balances helps sustain 

credit worthiness for future financing
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RESERVES STUDY SCOPE

Purpose

• Maintain financial stability for Operations and Capital

• Fund cash flow and emergencies

Raftelis Scope

• Survey of regional utilities agencies to identify practices on 
reserve targets

• Assessing targets, funding levels, and debt policy alignment

• Schedule
› Preliminary recommendations: Summer 2026

› Implementation: FY2029 with new cost allocation updates

Coordination

• Align with BakerTilly recommendations

• Provide Partner updates and respond to feedback
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RESERVE POLICY STUDY - TIMELINE
2

0
2

5 June: Addressing JISR budget 
shortfall, Partners identified 
reserves to reduce future volatility

September: Proposed a plan to 
assess reserves

October: Contracted with Raftelis to 
perform a Reserve Study

November: Surveyed other 
wastewater treatment facilities

2
0

2
6 February: Presented initial findings 

to S&C 

March: Presented initial findings to 
Partners; aligned with 
management’s responses on Baker 
Tilly report

June: Status update to S&C. 
Continued alignment with Baker Tilly 
Report

September:
Partners Meeting specifically 
focused on reserves including 
implementation plan and partner 
specific amounts

October: Present findings to the 
Finance Committee

November: Capture preferred 
approach in FY 2028 forecast, with 
Year-1 costs starting in FY 2029

2
0

2
7

-2
0

2
8 Spring/Summer 2027: 

- Return to Finance Committee with 
final recommendations

- CPA Council approval of RWQCP 
reserve policy

- Update Partners Agreements to 
incorporate reserve 

July 2028: Ramp-up for reserves 
begin with FY2029 Q1 billings
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• O&M Reserves: 

Operations Outlay: Cover working capital for operations and maintenance expenses + 
any unexpected increases in operating costs during year

Other Outlay: Funds needed for non-debt funded capital expenses, typically need the 
total capital expenditure for the year upfront (i.e., working capital for Minor CIP)

• Capital Reserves: Cover unexpected increases, contingencies, and 
emergencies

• Debt Reserves: Funds required by debt covenants (also referred to as Notes 
and Loans Reserves)

• Rate Stabilization Reserves: Cover changes in use patterns and associated 
rate revenues and unexpected increased costs 

WORKING DEFINITIONS OF RESERVE TYPES
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SURVEY: THE PEER GROUP

• San Jose / Santa Clara (Regional Facility):  Includes Milpitas, Cupertino SD, 

Burbank SD, West Valley SD (Campbell, Los Gatos, Monte Sereno, Saratoga)

• Silicon Valley Clean Water (JPA):  Redwood City, San Carlos, Belmont, Most of 

Menlo Park (aka West Bay Sanitary District)

• San Mateo / Foster City (Shared Plant): Includes Hillsborough, Crystal Springs 

CSD, some portions of San Mateo County

• Oro Loma / Castro Valley (Shared Plant)

• South SF / San Bruno (Shared Plant): Includes portions of Daly City and 

Colma, some additional very small partners

• Sunnyvale (Sole Ownership): Includes parts of Cupertino and San Jose

• Hayward (Sole Ownership)
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BACKGROUND: PARTNER BILLING SCHEDULE
FY

Q1 Q2 Q3 Q4

FY

Q1 Q2 Q3 Q4

Mountain View, 

Palo Alto, 

Los Altos, and 

East Palo Alto SD

Los Altos Hills*, 

Stanford

Billed on 

Forecast, 
Based on 

Prior Year’s 

Flows and 

Loads

Billed on 

Forecast, 
Based on 

Prior Year’s 

Flows and 

Loads

+ Prior Year 

True Up

Billed on 

Forecast, 
Based on 

Prior Year’s 

Flows and 

Loads

Billed on 

Forecast, 
Based on 

Prior Year’s 

Flows and 

Loads

Billed on 

Forecast, 
Based on 

Prior Year’s 

Flows and 

Loads

Billed on 

Forecast, 
Based on 

Prior Year’s 

Flows and 

Loads

Billed on 

Forecast, 
Based on 

Prior Year’s 

Flows and 

Loads

Billed on 

Forecast, 
Based on 

Prior Year’s 

Flows and 

Loads

+ Prior Year 

True Up

Billed on 

Prior Year’s 

Actuals 
Based on the 

Flows and 

Loads from 

the same 

period

Billed on 

Prior Year’s 

Actuals 
Based on the 

Flows and 

Loads from 

the same 

period

* By agreement, Los Altos Hills flows are determined by 
calculation, not by metered measurement like other partners
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BACKGROUND: PARTNER BILLING SCHEDULE
FY

Q1 Q2 Q3 Q4

FY

Q1 Q2 Q3 Q4

Mountain View, 

Palo Alto, 

Los Altos, and 

East Palo Alto SD

Los Altos Hills*, 

Stanford

Billed on 

Forecast, 
Based on 

Prior Year’s 

Flows and 

Loads

Billed on 

Forecast, 
Based on 

Prior Year’s 

Flows and 

Loads

+ Prior Year 

True Up

Billed on 

Forecast, 
Based on 

Prior Year’s 

Flows and 

Loads

Billed on 

Forecast, 
Based on 

Prior Year’s 

Flows and 

Loads

Billed on 

Forecast, 
Based on 

Prior Year’s 

Flows and 

Loads

Billed on 

Forecast, 
Based on 

Prior Year’s 

Flows and 

Loads

Billed on 

Forecast, 
Based on 

Prior Year’s 

Flows and 

Loads

Billed on 

Forecast, 
Based on 

Prior Year’s 

Flows and 

Loads

+ Prior Year 

True Up

Billed on 

Prior Year’s 

Actuals 
Based on the 

Flows and 

Loads from 

the same 

period

Billed on 

Prior Year’s 

Actuals 
Based on the 

Flows and 

Loads from 

the same 

period

* By agreement, Los Altos Hills flows are determined by 
calculation, not by metered measurement like other partners

Key Findings:

1. The Fund routinely pays for costs ahead of 
billings (i.e., partially bills in arrears)

2. The Fund doesn’t capture any cost increases 
over forecast for a couple of months, and 
potentially longer
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ANALYSIS: RESERVE ALTERNATIVES EVALUATED

Reserve Types

O&M

Capital

Debt

Rate Stabilization

Ramp-Up 
Duration

5-Years

10-Years

15-Years

Ramp-Up 
Increase Types

Fixed Amount

Fixed Rate
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ANALYSIS: RESERVE ALTERNATIVES EVALUATED

Reserve Types

O&M

Capital

Debt

Rate Stabilization

Ramp-Up 
Duration

5-Years

10-Years

15-Years

Ramp-Up 
Increase Types

Fixed Amount

Fixed Rate

15 years was quickly 
dropped; timeline clearly 
doesn’t meet need and 

mitigate risk on a 
reasonable timeline

32



20

• O&M Reserves: Mitigate the risk and expense 

based on the current billing practices

• Capital Reserves: Need to be able to respond to 

unforeseen issues and emergencies

• Debt Reserves: Need to be able to meet loan 

commitments

• Rate Stabilization:

– Not applicable; RWQCP doesn’t charge rates

– Could be appropriate when there is a surplus ahead of 

anticipated increased spending, which isn’t the foreseeable 

situation 

RESERVE TYPES REASONING

Reserve 
Types

O&M

Capital

Debt

Rate Stabilization
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O&M Reserves: 

Operations Outlay: 20% of Annual Operating Costs ($9.0M by FY33)

Other Outlay: 100% of Minor CIP Annual Authorization ($5.2M by FY33)

Capital Reserves: 

10% of Average annual 5-yr Capital Plan ($3.3M by FY33)

Debt Reserves: 

Match debt convenance requirements ($16.9M by FY33, primarily by City charter 
and covenant; typically one year’s debt payment) 

Rate Stabilization Reserves: 

Eliminate, RWQCP Partners establish sewer rates within their jurisdictions. ($0M)

RESERVE TYPES CALCULATIONS

Estimated Reserves When Fully Funded based on FY33 = $34.4M*
*Based on Current CIP
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RAMP-UP PROJECTIONS, 5- AND 10-YEAR CURVES, PT. 1 
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RAMP-UP PROJECTIONS, 5- AND 10-YEAR CURVES, PT. 2
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RAMP-UP DURATION AND TYPE OF INCREASES

❑ 5-yr Ramp-up Duration

– Allow Plant to meet it’s estimated Debt Reserve requirements (by FY2034)

– Be best positioned to adapt to LRFPU includes an updated 10-year CIP schedule 

• Debt and Capital reserves targets to increase in the 5- to 10-year timeframe

• Reserve target adjustments in outyears can be gradual

❑ Fixed Rate/Percentage Ramp Increase

– Best positions the fund to meet the anticipated increased CIP
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FIXED RATE VS FIXED AMOUNT RAMP UP
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FIXED RATE VS FIXED AMOUNT RAMP UP
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RAMP-UP DURATION

Ramp-Up 
Duration

5-Years

10-Years

15-Years
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STAFF RESERVE RECOMMENDATIONS SUMMARY 

Reserve 
Types

O&M

Capital

Debt

Rate Stabilization

Ramp-Up 
Duration

5-Years

10-Years

15-Years

Increase 
Types

Fixed Amount

Fixed Rate
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$6,649,228 

$11,503,664 

$19,901,688 

$34,430,000 

$3,844,000 

$2,805,228 

$4,854,436 

$8,398,024 

$14,528,312 

 $-

 $5,000,000

 $10,000,000

 $15,000,000

 $20,000,000

 $25,000,000

 $30,000,000

 $35,000,000

 $40,000,000

FY 29 FY 30 FY 31 FY 32 FY 33

O&M Balance (47%) Capital Balance (9%) Debt Balance (44%) O&M Contribution (47%) Capital Contribution (9%) Debt Contribution (44%)

RAMP UP IMPLEMENTATION, 5-YEAR FIXED RATE - TOTAL

Reserve Types

• O&M: $14.2M 

• Capital: $3.3M 

• Debt: $16.9M
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O&M Balance (47%) Capital Balance (9%) Debt Balance (44%) O&M Contribution (47%) Capital Contribution (9%) Debt Contribution (44%)

MOUNTAIN VIEW PARTNER SPECIFIC VALUE LINKS

Fixed Share = 37.89%

Includes AWPS Debt Payment 

(30-Year Total $13,419,716).

• Additional AWPS 

Payment $447,324 each 

year from FY30 onward.
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LOS ALTOS PARTNER SPECIFIC VALUE LINKS

Fixed Share = 9.47%
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LOS ALTOS HILLS PARTNER SPECIFIC VALUE LINKS
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STANFORD PARTNER SPECIFIC VALUE LINKS

Fixed Share = 5.26%

46



34

$0.45 

$0.78 

$1.35 

$2.33 

$0.26 

$0.19 

$0.33 

$0.57 

$0.98 

$0.00

$0.50

$1.00

$1.50

$2.00

$2.50

$3.00

FY 29 FY 30 FY 31 FY 32 FY 33

M
ill

io
n

s 
o

f 
D

o
lla

rs

O&M Balance (47%) Capital Balance (9%) Debt Balance (44%) O&M Contribution (47%) Capital Contribution (9%) Debt Contribution (44%)

EAST PALO ALTO PARTNER SPECIFIC VALUE LINKS

Fixed Share = 7.64%

47



35

PALO ALTO PARTNER SPECIFIC VALUE LINKS

Fixed Share = 38.16%
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NEXT STEPS

• October 6, 2026: Present findings to the Finance Committee

• November 2026: Capture preferred approach in FY 2028 forecast, with Year-

1 costs starting in FY 2029

• Early 2027: Palo Alto City Council approves updated Reserve Policy for 

Wastewater Treatment Fund

• Spring/Summer 2027: Update Partners Agreements to incorporate reserve 

• July 2028: Ramp-up for reserves begin with FY2029 Q1 billings
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Addendum 2 between 
EPASD and City of Palo 

Alto –
RWQCP INTERIM 

FINANCING 

Presented by:
Karin North, Assistant Director

Tina Pham, Senior Engineer 

September 24, 2026 www.paloalto.gov
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BACKGROUND

Comprehensive List of Funding Strategies
Reviewed by Finance Committee, Nov. 2025:
• State Revolving Fund Loans (SRF)
• Water Infrastructure Finance & Innovation Act 

Loans (WIFIA)
• Utility revenue bonds
• Line of Credit (LOC)
• Capital budget, “pay-go”

• Council authorized staff to obtain a 
$31M Line Of Credit (LOC) in June 
2024- approved by Palo Alto's Council 
August 2026

• Advancing more than $0.5B in essential 
capital improvements at the Regional 
Water Quality Control Plant (RWQCP) 

• Staff initiated a comprehensive update 
to the Long-Range Facilities Plan (LRFP) 
in 2024. Anticipated completion in 
2027.
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LINE OF CREDIT 

Purpose & Benefits
• Short-term liquidity
• Maintains funding flexibility 

Next Steps
Approval of Partner Agency Amendments by respective City 
Councils and by Palo Alto Council to enable the RWQCP to 
charge partners for LOC shared cost.
Mountain View and Los Altos approved the agreements 
week of Sept 22nd

RFP Was Issued

Feb 13

Proposals

Mar 6

Selection 

Mar 9-13

LOC Council 
Action 

August 10

Initial Draw 
For Closing 

Costs August

Partner 
Agreements

Partner amendments needed 

Partners Update (Late June)
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Key Financing Assumptions
• Total of $31M over 5-Year Term Line of Credit with U.S. Bank
• LOC has flexibility for taxable or tax-exempt draws 
• Rate Covenant: 125% of max. annual debt service (City already subject to via State

Revolving Loan Funds)
• Partner amendments will enable the RWQCP to charge partners for LOC shared costs. 

• Scheduled for Palo Alto City Council in the fall

LINE OF CREDIT (LOC)

5-Year Pricing
• Tax-Exempt Rate: 80% 1M SOFR + 1.19%
• Taxable Rate: 1M SOFR + 1.19%
• Undrawn Fee: 0.25% of unutilized amount

Annual Cost
• Annual partner cost is approximately $0.8-$1M

• Lower than $1.3-$1.5M communicated to 
Council in fall 2025.
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LOC CAPITAL PROJECT NEEDS

Existing Capital Debt 
Service

Projects Estimated 
Cost in million 

MV Cash 
Contribution Remaining Palo Alto Los Altos EPASD Los Altos 

Hills Stanford

37.89% 62.11% 38.16% 9.47% 7.64% 1.58% 5.26%

Headworks Design $18,000,000 $6,820,200 $11,179,800 $6,868,800 $1,704,600 $1,375,200 $284,400 $946,800

Outfall Design $1,000,000 $378,900 $621,100 $381,600 $94,700 $76,400 $15,800 $52,600

Gravity Sludge Thickening 
Rehabilitation $10,000,000 $3,789,000 $6,211,000 $3,816,000 $947,000 $764,000 $158,000 $526,000

Sludge Dewatering and 
Loadout Ventilation 
Improvements  

$1,000,000 $378,900 $621,100 $381,600 $94,700 $76,400 $15,800 $52,600

Digital O&M Manual, P&IDs 
and Plant GIS System

$1,000,000 $378,900 $621,100 $381,600 $94,700 $76,400 $15,800 $52,600

Total $31,000,000 $11,745,900 $19,254,100 $11,829,600 $2,935,700 $2,368,400 $489,800 $1,630,600

Notes: 
- New Partner Amendments/Agreements needed before LOC can be 
used.

5
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Program Schedule Update ~$500 million worth of work

5

Completed Program Projects >$3M:

 Sludge Dewatering and Loadout Facility

 Primary Sedimentation Tank Rehabilitation

 Joint Intercepting Sewer Rehabilitation
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New Headworks Facility

Image from Carollo Engineer’s headworks facility advanced planning documents

Project Description: Replace Old Pumping Plant and ‘New’ 
Pumping Plant, add mechanical grit removal, and replace 
septage receiving station

Status: In Advanced Planning; team is refining the project 
definition 
and evaluating key components (e.g., large equipment 
systems) for selection prior to the final design.

Next Step: Final Design

Potential Expense: $162 Million

Financing: LOC, WIFIA Loan, CWSRF Loan, and Utility Revenue 
Bond will be explored
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Project Description: Add a parallel outfall pipeline 
sized for future flow demands and rehabilitate 
existing pipeline for redundancy. 

Status: In Design (100% Design and on-hold)

Next Steps: Amend design contract; Complete 
Design; Renew or refile application permits.

Planned Expense: $17.8M

Financing: LOC and Utility Revenue Bond

Discharge Outfall Project

Image from Outfall CCTV inspection
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Project Description: Rehabilitation of existing gravity 
sludge thickeners (4 in total) . All mechanisms, pumps, 
and electrical system requires replacement  based on 
condition assessment results. Structural repairs 
needed for existing concrete tanks.

Status: In Design (50% Design)

Next Steps: Complete Design; Procure Construction 
Management Firm; Bid Project; Complete 
Construction

Planned Expense: $10M

Financing: LOC and Utility Revenue Bond

Gravity Thickener Rehabilitation Project
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Project Description: Improve ventilation in the Sludge 
Dewatering Building’s loadout bay to reduce odors and 
improve air quality during truck loading operations. 
Currently, the bay relies on a single exhaust vent placed 
in a location that becomes partially blocked by trucks, 
which limits air circulation. Updated ventilation design 
will improve how air is captured and removed from the 
space, particularly around work platforms where 
hydrogen sulfide (H₂S) levels can spike during loading.

Status: In Design (100% Design)
Next Steps: Bid Project; Complete Construction

Planned Expense: $1M
Financing: LOC and Utility Revenue Bond

Sludge Dewatering and Loadout Ventilation
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Project Description: Modernize key plant information systems to 
improve reliability, streamline operations, and provide better 
access to essential facility data. These projects include:
• A digital Operations & Maintenance (O&M) manual to replace 

outdated paper documents
• A yard-piping GIS system to map buried infrastructure for 

easier maintenance and emergency response
• Digital Process & Instrumentation Diagrams (P&IDs) that 

provide accurate, up-to-date system information for staff and 
contractors

Status: In Planning; Staff are evaluating technology platforms, 
converting existing records, and developing draft digital maps and 
diagrams.

Planned Expense: $1M (for initial start-up)

Financing: LOC and Utility Revenue Bond

Digital Plant Modernization Systems
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• Completed in 2012 to provide a plan for future 
capital improvement projects. First comprehensive 
plan for plant since 1966

• Comprehensive update underway (2024–2027)

• Reassessing capital priorities for next 50 years

• Long-term workspace planning

• Evaluating capital funding and reserve policy 
approaches

• Additional projects to address regulatory, 
growth, climate, and aging infrastructure needs

LONG RANGE FACILITIES PLAN UPDATE UNDERWAY
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RECOMMENDATION & ACTION

1. EPASD Advisory Committee to provide comments and 
recommendations on the EPASD Board adopting 
Addendum 2 into the partner agreement between the 
RWQCP and EPASD.
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Senior Engineer
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EAST PALO ALTO 
SANITARY DISTRICT 

STAFF REPORT 
   

   

DATE: July 14, 2026 

TO: East Palo Alto Sanitary District Advisory Committee Members   

VIA: Melvin E. Gaines, General Manager   

BY: Matt Vining, Utility Manager 

SUBJECT: EPASD Workplan Presentation Strategy  
 

Recommendation 
 

1. Receive an update from the Utility Manager about the EPASD Work Plan presentation 
strategy 

2. EPASD Advisory Committee to provide comments and recommendations on the EPASD 
presentation strategy of dividing Workplan Section 1 into Part I and Part II, presented to 
the advisory committee at two different scheduled meetings.  

 
Alignment with City Council Strategic Plan 
 
This recommendation is primarily aligned with:  
 
Priority: Governance, Organizational Strength, and Fiscal Sustainability 
 
 
Background 
 

At its May 14, 2026 meeting, the Committee established an Ad Hoc Subcommittee consisting of 
Committee Members Grace Popple and Vamsi Velagapudi to prepare a proposed work 
plan identifying key policy topics for future Committee discussion and study. The proposed work 
plan is intended to assist the Committee in organizing its work over approximately the next 
twelve months.  
 
At its July 14, 2026 meeting, the Committee adopted the Ad Hoc Committee workplan, and 
elected to receive and informational report and study session on Section 1 of the workplan.  
Section 1 of the workplan consists of multiple subsections and topics within the subsections for 
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study and discussion. The proposed AC Workplan organizes strategic questions into ~4 
categories, to be discussed within 12 months of adoption of the AC Workplan. Each category 
will form the basis of an agendized study session in a AC Regular Meeting, enabling planned 
review and engagement by AC members, EPASD staff, and most importantly EPASD 
customers. Relevant documents will be (re)shared for each study session in the appropriate 
agenda packet, and made available for discussion in the meeting itself. 
 
 
 
 
Analysis 
 
There is a significant amount of information included in each subsection of Section 1 of the 
Workplan.  In order to go over each item in appropriate detail and provide enough time for 
discussion, the Utility Manager recommends dividing Section 1 into two different sessions, 
presented at separate meetings.  Section 1 would be divided into Part I: Operations and Costs 
and Part II: Palo Alto Regional Water Quality Control Plant.  
 
 

Fiscal Impact 
 
There is no fiscal impact for this item.  
 
Public Notice 
 
The public was provided notice by making the agenda and report available on the City’s website 
and on a bulletin board located at City Hall: 2415 University Avenue, East Palo Alto. 
 
Environmental 
 
The action being considered does not constitute a “Project” within the meaning of the California 
Environmental Quality Act (CEQA), pursuant to CEQA Guideline section 15378 (b)(5), in that it 
is a government administrative activity that will not result in direct or indirect changes in the 
environment. 
 
 
Government Code § 84308 

 
Applicability of Levine Act: NO.  
 
Analysis of Levine Act Compliance: Not applicable. 
 
 
Attachments 
 

1. EPASD Ad Hoc Workplan  
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​[DRAFT] Workplan for the EPASD Advisory Committee - June 2026​

​Preamble​
​●​ ​In November 15, 2023, the San Mateo Local Agency Formation Commission (LAFCo)​

​unanimously approved the City of East Palo Alto’s application to designate the East Palo​
​Alto Sanitary District (EPASD or “District”) as a subsidiary district of the City. The​
​reorganization took effect on October 1, 2024, when the City Council assumed​
​governance of EPASD.​

​●​ ​The EPASD Advisory Committee (AC) was established as a condition set forth by the​
​San Mateo Local Formation Commission (LAFCo) for the formation of EPASD. The AC​
​is an advisory body, and not a decision-making body; the AC does not have any direct​
​authority or power with respect to EPASD operations.. The AC is involved in relation to​
​administrative and financial matters, and provides guidance on annual budgets, capital​
​improvement planning, and service rates.​

​●​ ​On May 14, 2026, the AC established an ad-hoc subcommittee consisting of two​
​members of the AC: Grace Popple and Vamsi Velagapudi. The purpose of the ad hoc​
​subcommittee is to develop recommendations for an AC Workplan. The first draft of the​
​AC Workplan will be presented to the AC for comments (and possible adoption) in the​
​Jun 24, 2026 regular meeting. If needed, a final draft of the AC Workplan will be​
​presented to the AC for adoption in the Oct 28, 2026 regular meeting.​

​Intended use of the AC Workplan​
​●​ ​The proposed AC Workplan organizes strategic questions into ~4 categories, to be​

​discussed within 12 months of adoption of the AC Workplan.​
​●​ ​Each category will form the basis of an agendized study session in a AC Regular​

​Meeting, enabling planned review and engagement by AC members, EPASD staff, and​
​most importantly EPASD customers.​

​●​ ​Relevant documents will be (re)shared for each study session in the appropriate agenda​
​packet, and made available for discussion in the meeting itself​

​Draft AC Workplan​

​1.​ ​Current operations and their costs​
​a.​ ​What are the key components of current operations? How have these varied over​

​time and how may these vary in the future?​
​i.​ ​West Bay - what is the scope of the current contract, SLAs, anticipated​

​spend, and performance?​
​1.​ ​What are the break points in the contract in which any changes​

​can be made? Does EPASD have any ability to negotiate how we​
​use the services before that?​

​2.​ ​Does West Bay provide value for money?​
​3.​ ​What alternatives to West Bay may exist and when and how will​

​this contract be up for renewal? What criteria should we use in​
​evaluating options?​
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​4.​ ​How do we prioritize avoidance of overflow,​
​environmentally-friendly choices, and cost?​

​ii.​ ​Treatment plant - what is the scope of the current contract and anticipated​
​cost increases?​

​1.​ ​What inputs should EPASD give to the capital plan and capital​
​cost allocation at the treatment plant?​

​2.​ ​How do we prioritize avoidance of overflow,​
​environmentally-friendly choices, and cost?​

​iii.​ ​Permit operations:​
​1.​ ​What are the SLAs that should be offered by EPASD to​

​homeowners, businesses and developers for plan review?​
​2.​ ​What would reasonable appeals processes look like for​

​rejections/high impact fees?​

​2.​ ​Sewer Master Plan / Capital Improvement Plan​
​a.​ ​What are the key assumptions driving the plan and what would sensitivity​

​analyses suggest about the range of possible needs?​
​b.​ ​What elements of the EPA General Plan and proposed developments should be​

​anticipated and planned for, in terms of needs and potential funding sources?​
​c.​ ​How should capital improvements be sequenced best to support funding of the​

​joint developer/established base upgrades needed, and the desire of the cities to​
​have development happen?​

​d.​ ​What if anything should EPASD do (possibly with the Cities) to help residents​
​deal with the dilapidated state of sewer laterals and their costs?​

​3.​ ​Funding​
​a.​ ​Operating budget - how are current operations funded and what options exist to​

​rebalance, excluding capital needs?​
​i.​ ​Property Tax flow​

​1.​ ​What future changes external to EPASD might affect receipts from​
​this source?​

​ii.​ ​Rates​
​1.​ ​How do we balance funding achieved between residential and​

​commercial customers?​
​2.​ ​How do we balance between existing and new customers?​
​3.​ ​How appropriate are our rates for commercial customers,​

​especially those where we are not measuring water use today?​
​b.​ ​Impact fees​

​i.​ ​How should incremental charges cover actual incurred costs and can​
​impact fees be used by EPA to incentivize development​

​ii.​ ​How should incremental changes (​​e.g.​​extra bathrooms) be priced for​
​impact fees​​vs​​. larger new-build/infill development?​

​c.​ ​What is the long-term financial plan that fits with the duration of implementation​
​of the Sewer Master Plan/Capital Improvement Plan?​
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​d.​ ​Grant funding - what instruction/resourcing should EPASD give to Staff to pursue​
​grant funding for upgrades where deferred maintenance exists?​

​4.​ ​Resident engagement​
​a.​ ​How should we engage current residents, commercial customers and potential​

​developers in this process and future rate reviews?​
​b.​ ​What will be the process to propose and adopt a rate review?​
​c.​ ​How can we develop principles informed by residents’ viewpoints and interests,​

​on topics such as​
​i.​ ​Role of EPASD in gating development proposals,​​vs.​​that of the cities​
​ii.​ ​Cost allocations amongst different user bases​
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