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Summary Title: Sedimentation Tanks Rehabilitation: Approval of Contract, 
Partner Agreements, and State Financing 

Title: Approval of a Construction Contract With C. Overaa & Co. in the Total 
Amount of $15,123,900, and Three Amendments to Existing Agreements 
With: 1) Stanford University, 2) East Palo Alto Sanitary District, and 3) 
Mountain View & Los Altos, for the Primary Sedimentation Tanks 
Rehabilitation and Equipment Room Electrical Upgrade Project (WQ-14003) 
at the Regional Water Quality Control Plant; Adoption of a Resolution 
Revising and Superseding Resolution No. 9667, Establishing Pledged Sources 
of Revenue for Repayment of State Revolving Fund Loan; and Adoption of a 
Resolution Authorizing an Installment Sale Agreement With the California 
State Water Resources Control Board for Financing the Design and 
Construction of the Primary Sedimentation Tanks Rehabilitation and 
Equipment Room Electrical Upgrade Project 

From: City Manager 

Lead Department: Public Works 
 
Recommendation  
Staff recommends that Council: 
 

1. Approve and authorize the City Manager or his designee to execute the contract with C. 
Overaa & Co. (Contract), in the amount of $13,749,000 for the Primary Sedimentation 
Tanks Rehabilitation and Equipment Room Electrical Upgrade Project, funded in 
Wastewater Treatment Enterprise Fund Capital Improvement Program, Project WQ-
14003, at the Regional Water Quality Control Plant;  
 

2. Authorize the City Manager or his designee to execute one or more change orders to 
the contract with C. Overaa & Co. for related, additional but unforeseen work that may 
develop during the project, the total value of which shall not exceed $1,374,900 or 10% 
of the contract amount, for a total not-to-exceed amount of $15,123,900; 
 

CITY OF 

PALO 
ALTO 

https://www.cityofpaloalto.org/files/assets/public/public-works/water-quality-control-plant/contract-c21179134a-with-overaa_sr11735_rev1.pdf
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3. Approve the adoption of a resolution (Attachment A) authorizing an Installment Sale 
Agreement (Exhibit A to Attachment A) with the California State Water Resource Control 
Board (SWRCB) in connection with the financing of the design and construction of the 
Primary Sedimentation Tanks Rehabilitation and Equipment Room Electrical Upgrade 
Project;  
 

4. Approve the adoption of a resolution (Attachment B) revising and superseding 
Resolution No. 9667 establishing pledged sources of revenue for repayment of funding 
pursuant to the federal Clean Water Act Amendments; and 
 

5. Approve Amendment No. 7 to the agreement between Palo Alto and Stanford 
University (Attachment C); the Second Amended and Restated Agreement between Palo 
Alto and the East Palo Alto Sanitary District (Attachment D); and Addendum No. 10 to 
the agreement between Palo Alto, Mountain View, and Los Altos (Attachment E). 
 

Background  
The Regional Water Quality Control Plant (RWQCP) was originally constructed in 1934 and has 
undergone several expansions and upgrades, including the construction of the primary 
sedimentation tanks (PSTs) in 1972. The four concrete PSTs (each measuring 220 feet long by 
41 feet wide by 14 feet deep) are covered with a monolithic concrete slab and equipped with 
mechanical and electrical equipment for wastewater flow control and sludge and scum 
removal. The tanks are periodically emptied for mechanical equipment inspection and 
maintenance. Over the course of their 48-year life, minor concrete repairs and crack sealing 
were completed to manage visible surface cracks and spalling that occurred, mostly on the 
concrete roof slab and near deck openings. 
 
The design of the Primary Sedimentation Tanks Rehabilitation and Equipment Room Electrical 
Upgrade Project was completed in August 2019 under a separate contract with Kennedy/ Jenks 
Consultants (C18168129). As detailed in a Preliminary Design Report, the original coating on the 
interior of the PSTs failed causing concrete deterioration on the interior surfaces of the tanks 
(e.g., cracks and exposed aggregate). Most of the PSTs’ original equipment has reached the end 
of its useful life. Rehabilitating the PSTs and their ancillary systems is necessary to ensure 
reliability for continuous use of the primary treatment units and to ensure compliance with 
current and future regulations. 
 
California Clean Water State Revolving Fund (SRF) Program  
The California State Water Resource Control Board (SWRCB) Division of Financial Assistance 
administers the Clean Water State Revolving Fund (SRF) program. The SRF program provides 
low interest financing to agencies for wastewater projects. Under this program, eligible projects 
can apply for loans with interest rates that are approximately half of the State General 
Obligation rate resulting in lower project costs and maximizing benefits to ratepayers and 
partner agencies. On December 12, 2018, Council approved the adoption of reimbursement 
resolutions to designate the amount of project expenditures to be reimbursed by Clean Water 

https://www.cityofpaloalto.org/files/assets/public/public-works/water-quality-control-plant/sr11735-exhibit-a-to-attachment-a-isa.pdf
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SRF proceeds for the funding of the Primary Sedimentation Tanks Rehabilitation and Equipment 
Room Electrical Upgrade Project as well as the Discharge Infrastructure Improvement (Outfall 
Pipeline) Project (SR #9814).  
 
The SWRCB has completed their review of the City’s loan application for the Primary 
Sedimentation Tanks Rehabilitation and Equipment Room Electrical Upgrade Project, and in 
conjunction with the City Attorney’s Office, prepared the loan document entitled the 
Installment Sale Agreement (ISA). The next step after Council approval is for the SWRCB to 
complete its internal ISA approval process and gather all required State signatures in the next 
two to four weeks, and then to present the ISA, in substantially the form of Exhibit A to 
Attachment A, to the City’s Authorized officer (the City Manager, Director of Public Works, or 
Manager of the Regional Water Quality Control Plant) for signature on behalf of the City. 
Designated Palo Alto and SWRCB representatives must execute the ISA for the City to receive 
SRF funds. Because financing is not secured until the ISA is approved and executed by both 
parties, the City will terminate the construction contract in the event the SWRCB does not 
provide an approved ISA for signature. 
 
The City has previously obtained SRF loans for the Ultraviolet Disinfection Facility ($8.5 million, 
20-year term); Palo Alto/Mountain View Recycled Water Pipeline project ($9.0 million, 20-year 
term); and Sludge Dewatering and Truck Loadout Facility ($25.7 million, 30-year term). For the 
Primary Sedimentation Tanks Rehabilitation and Equipment Room Electrical Upgrade Project, 
the total estimated cost is $19.4 million and includes planning, design, construction, 
construction contingency, capital program administration and construction management. 
 
Discussion 
This Project will rehabilitate four concrete PSTs and their ancillary systems and extend useful 
life at least another 30 years. The scope of work includes the following for all four tanks: repair 
cracked and spalling concrete on the tank’s floors, walls, and covers; apply a new protective 
coating to the tank walls, ceilings, and covers; upgrade PST area lighting with LED light fixtures; 
replace hatch and drainage covers on the top deck; install a flight and chain monitoring system 
for the primary sludge raking mechanisms; replace effluent flow diversion gates; and replace 
aging motor control centers (i.e., electrical power distribution equipment) and relocate them to 
a pre-engineered building adjacent to the sludge pump room. 
 
Bid Process 
On August 11, 2020, the City solicited formal bids from qualified contractors for the Primary 
Sedimentation Tanks Rehabilitation and Equipment Room Electrical Upgrade Project. The 
bidding period was 74 calendar days. Four bids were received on October 23, 2020 with bid 
prices ranging from $14,876,992 to $17,011,850. Due to issues with bids received, all bids were 
rejected. A notice inviting formal bids was issued again on January 28, 2021 and the bidding 
period was 57 days. Two bids were received on March 25, 2021 as listed in the attached Bid 
Summary (Attachment F). The lowest bid from the second IFB issuance was $1,127,992 lower 
than the lowest bid from the first IFB issuance. 

https://www.cityofpaloalto.org/civicax/filebank/documents/67963
https://www.cityofpaloalto.org/files/assets/public/public-works/water-quality-control-plant/sr11735-exhibit-a-to-attachment-a-isa.pdf
https://www.cityofpaloalto.org/files/assets/public/public-works/water-quality-control-plant/sr11735-exhibit-a-to-attachment-a-isa.pdf
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Table 1: Summary of Bid Process 

Bid Name/Number 
Primary Sedimentation Tanks Rehabilitation and 
Equipment Room Electrical Upgrade Project (IFB-
179134A) 

Proposed Length of Project 30 months after Notice to Proceed  

Number of Bid Packages 
downloaded by Contractors  

36 

Number of Bid Packages 
downloaded by Builder’s Exchanges  

4 

Total Days to Respond to Bid 57 

Pre-Bid Meeting (Virtual Meeting) Yes 

Number of Company Attended Pre-
Bid Meeting 

30 

Number of Bids Received: 2 

Base Bid Price Range $13,749,000 to $13,861,300 

 
Staff has reviewed all bids submitted and recommends the bid of $13,749,000 submitted by C. 
Overaa & Co. be accepted and C. Overaa & Co. be declared the lowest responsible bidder. The 
base bid is 1.8% above the engineer's estimate of $13,500,000 and is within the expected level 
of estimating accuracy. A contingency amount of $1,374,900 (10% of the bid price) is requested 
for related, additional but unforeseen work that may develop during the project. Staff 
confirmed with the Contractor's State License Board that the contractor has an active license on 
file. It is recommended that Council approve and authorize the City Manager or his designee to 
execute the contract with C. Overaa & Co.  
 
Resolution Authorizing SWRCB Installment Sale Agreement (ISA) The authorizing resolution for 
the ISA is included as Attachment A; the ISA is included as Exhibit A to Attachment A. The low 
interest SRF ISA will provide funding in an amount not to exceed $19.4 million (not including 
interest) based on the estimated cost of Primary Sedimentation Tanks Rehabilitation and 
Equipment Room Electrical Upgrade Project, pending the City’s approval of the construction 
contract, as well as both parties’ approval and execution of the ISA. The SRF loan will have an 
interest rate of 0.9% for a 30-year term. The SRF loan will cover construction, construction 
contingency, planning, design, capital program administration and construction management 
costs. Costs incurred for the planning and design of this project were funded by the 
Wastewater Treatment Enterprise Fund Capital Improvement Program (Project WQ-14003), 
and will be reimbursed by the SRF loan. The final loan amount will be adjusted at project 
completion to reflect actual disbursements requested over the course of construction.   
 
The City’s payments under the ISA will be secured by a pledge of and payable from net 
revenues of the City’s Wastewater Collection and Wastewater Treatment enterprise funds, on a 
parity basis with the City’s obligation to repay the SWRCB under three prior SRF financing 
agreements (the 2007 Ultraviolet Disinfection Facility, the 2009 Palo Alto-Mountain View 

https://www.cityofpaloalto.org/files/assets/public/public-works/water-quality-control-plant/contract-c21179134a-with-overaa_sr11735_rev1.pdf
https://www.cityofpaloalto.org/files/assets/public/public-works/water-quality-control-plant/sr11735-exhibit-a-to-attachment-a-isa.pdf
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Recycled Water Pipeline Project, and the 2017 Sludge Dewatering and Loadout Facility).  
 
Resolution Establishing Pledged Sources of Revenue for Repayment of SRF Funding 
The authorizing resolution for revising and superseding Resolution No. 9667 (adopted on 
February 17, 2017), establishing pledged sources of revenue for repayment of funding pursuant 
to the federal Clean Water Act Amendments is included as Attachment B. Since 2017, the 
Water Board changed some of the standard terminology used in the template CWSRF 
agreements commencing with the 2020 agreements (i.e., ISA included as Exhibit A to 
Attachment A). Specifically, the definitions for “Maintenance and Operations Costs”, “Net 
Revenues” and “Revenues” were modified, and the City now wishes to adopt a revised 
resolution (Attachment B) that includes the updated definitions, while keeping all other terms 
and provisions of Resolution 9667 in place. Because the pledge of Net Revenues of the City’s 
Wastewater Treatment and Wastewater Collection enterprise funds to the CWSRF financing for 
CWSRF Project No. 8104 (Planning and Design of Projects Identified in the Long Range Facility 
Plan) and CWSRF Project No. 8091-110 (Sludge Dewatering and Loadout Facility) will be on a 
parity basis with the pledge of Net Revenues to certain outstanding obligations, it is the intent 
of the Water Board and the City that the updated terminology does not result in a substantive 
change in the scope of the Net Revenues pledged to repayment of the CWSRF financial 
assistance.  
 
Partner Agencies Agreements 
In October 2016, Council approved contract amendments (SR ID #7144) with partner agencies 
for the planning and design of the Primary Sedimentation Tanks Rehabilitation and Equipment 
Room Electrical Upgrade Project (Project). To fund the SRF loan, the partner agencies approved 
up to $17 million in Project funding. The partners also approved up to $12 million in funding for 
the Outfall Pipeline project. Staff will return to Council for approval of construction and loan 
financing for the Outfall Pipeline project with details in a separate staff report. Approval of 
these partner agreements does not commit the City to the Outfall Pipeline project. Partner 
agreements were modified, and each agency approved the attached agreements by their 
Board, Council, or authorized representative on the following dates: Stanford (2/11/20), 
Mountain View (4/14/20), Los Altos, (5/26/20), and East Palo Alto Sanitary District (4/16/20). 
Note that Los Altos Hills has the smallest contribution to the Plant and has a different 
agreement that does not require them to approve capital improvement projects. It is 
recommended that Council approve the following: 
 

• Amendment No. 7 to the Agreement between Palo Alto and Stanford University 
(Attachment C) 

• The Second Amended and Restated Agreement between Palo Alto and the East Palo 
Sanitary District (Attachment D) 

• Addendum No. 10 to the Agreement between Palo Alto, Mountain View, and Los Altos 
(Attachment E) 

 
The total SRF loan will be $19.4 million based on the lowest responsible bid. The partner 

https://www.cityofpaloalto.org/files/assets/public/public-works/water-quality-control-plant/sr11735-exhibit-a-to-attachment-a-isa.pdf
https://www.cityofpaloalto.org/files/assets/public/public-works/water-quality-control-plant/sr11735-exhibit-a-to-attachment-a-isa.pdf
https://www.cityofpaloalto.org/files/assets/public/public-works/water-quality-control-plant/lrfp-final-report-08-2012.pdf
https://www.cityofpaloalto.org/files/assets/public/public-works/water-quality-control-plant/lrfp-final-report-08-2012.pdf
https://www.cityofpaloalto.org/civicax/filebank/documents/54186
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agreement amendments (Attachments C, D and E) recommended for approval by Council have 
a stated maximum SRF loan amount of $17.0 million and the SRF loan total project cost of $17.5 
million, which were based on earlier construction cost estimates. The SWRCB is expected to 
approve a staff request to increase the SRF loan to $19.4 million. Furthermore, staff will return 
to Council with modified agreements from Stanford, East Palo Alto Sanitary District, Mountain 
View, and Los Altos increasing the maximum loan amount to approximately $19.4 million. In 
the interim or in the unlikely event the maximum loan amount is not modified by partners or 
the SWRCB, up to $2.4 million of the difference will be covered by the Plant Repair, Retrofit, 
and Equipment Replacement project (WQ-19002). This project is also funded by the partners 
with a fixed dollar amount annually for minor capital work at the Plant, but one larger project 
funded in WQ-19002 is a Medium Voltage (12kV) Electrical Loop Rehabilitation. In the event the 
$2.4 million is needed to cover the PSTs Rehabilitation Project, staff will consider splitting the 
construction of the 12kV Electrical Loop Rehabilitation into multiple phases to accommodate 
the budget constraints. 
 
Timeline  
The work is anticipated to be completed by December 31, 2023. 
 
Resource Impact 
Palo Alto RWQCP treats the combined wastewater from Palo Alto, Los Altos, Los Altos Hills, 
Mountain View, Stanford University, and the East Palo Alto Sanitary District. Palo Alto’s share of 
this project is 38.16% and the other five agencies’ share is 61.84%, based on the fixed capacity 
established in partners’ agreements. As the lead agency, the City of Palo Alto has appropriated 
the funding for this Project in the Wastewater Treatment Enterprise Fund Capital Improvement 
Program (Project WQ-14003). A total of $20,681,849, including salary and benefit costs for City 
Staff, has been planned for WQ-14003, with $14,295,593 appropriated in FY 2021 and 
$5,586,000 planned for FY 2022 as part of the 2021-2025 Capital Improvement Plan. Staff will 
encumber $11.6 million of the total contract in FY 2021. The remaining $3.5 million of the 
contract will be encumbered in FY 2022 to complete the work, subject to the FY 2022 budget 
process and Council’s appropriation of funds for FY 2022. 
 
 
 

Table 2: Project Implementation Costs 

Construction Cost (C. Overaa & Co. bid including 10% contingency)1 $15,123,900 

Construction Management Services2 $1,512,390 

Design Cost (including additional services)3 $965,000 

Capital Program Administrative Services $350,490 

Contingency4 $1,448,220 

Total Project Cost5:  $19,400,000 
Notes:  
1. Proposed contract with C. Overaa & Co. with base bid of $13,749,000 and 10% contingency $1,374,900 
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for a total of $15,123,900. 

2. Staff will return to City Council at a future date for approval of a separate construction management 
services contract. The estimated cost of $1,512,390 is 10% of the total construction cost. 
3. Existing contract (C18168129) with Kennedy/ Jenks Consultants (K/J) is $965,000. Staff will return to City 
Council at a future date for approval of a budget amendment for K/J to continue to provide services during 
construction through June 2024. 
4. A contingency in the amount of $1,448,220 is included in the total project cost to account for unknown 
and unforeseen program expenditures. 
5. Staff will submit Final Budget Approval Form in the amount of $19.4 million to the SWRCB during the 
second or third quarter of 2021. Once the form is approved, the $19.4 million will become the final not-to-
exceed loan amount. This amount does not include salary and benefit costs of City Staff. 

 
The design and construction of this project, including associated construction management and 
administrative costs, will be financed through the CWSRF loan, which is disbursed on a 
reimbursement basis. Pursuant to SRF policy, the first repayment occurs one year after project 
completion, which is estimated to be in December 2024. The annual SRF loan repayment, which 
includes principal and interest, will be based on an amortized period of 30 years. Based on a 
CWSRF loan amount of $19.4 million, the estimated annual repayments contributed by the City 
of Palo Alto and partner agencies are summarized in Table 3 below.  
 

Table 3: CWSRF Loan Repayment Partner Agency Estimates 

Contributing Partner Agency 
Percent 

Contribution  
Annual Repayment1 

City of Palo Alto  38.16% $282,681 

City of Mountain View 37.89% $280,681 

City of Los Altos 9.47% $70,152 

East Palo Alto Sanitary District 7.64% $56,595 

Stanford University 5.26% $38,965 

Town of Los Altos Hills 1.58% $11,704 

Total:  100.00% $740,779 

Note: 1. Based on CWSRF loan amount of $19,400,000 at 0.9% interest rate for 30-year term. 
 
 
Policy Implications 
This recommendation does not represent any change to existing City policies and supports the 
Comprehensive Plan Policy N.4-16. 
 
Stakeholder Engagement 
This project is part of the RWQCP’s major capital improvement program funded by Palo Alto 
and the five partner agencies who use the RWQCP for wastewater treatment. The five partner 
agencies are regularly updated on both the need for and the progress of wastewater treatment 
capital work. Updates are provided each year at an annual meeting and at other periodic 
meetings established to inform partner agency staff about the major capital improvement 
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program. With respect to Palo Alto itself, the open meetings on the budget process serve as the 
main vehicle for engaging the community on both new projects such as this and associated rate 
impacts.  
 
Environmental Review 
The construction of this project has been determined to be exempt from CEQA under CEQA 
Guidelines Section 15301, subsections (b) and (e)(1), Existing Facilities, as it involves the repair 
and maintenance of an existing publicly-owned utility used to provide sewerage treatment 
services with a minor addition to an existing building. On October 15, 2018, Council approved 
the determination that the construction of the Primary Sedimentation Tanks Rehabilitation and 
Electrical Upgrade Project to be exempt from the California Environmental Quality Act and 
approved the preliminary design (Staff Report #9581). A Notice of Exemption has been 
submitted to Santa Clara County Clerk-Recorder’s office and was recorded on October 31, 2018 
(File No. ENV21843). 
 
Adoption of resolutions authorizing an Installment Sale Agreement and establishing pledged 
sources of revenue for repayment of funding, and amendments to the partner agreements are 
not actions that require CEQA review. These actions do not meet the definition of a project for 
the purposes of CEQA, under Public Resources Code Section 21065 and CEQA Guidelines 
Section 15378(b)(5), because they are administrative governmental activities which will not 
cause a direct or indirect physical change in the environment. 

Attachments: 

• Attachment A - Closing Resolution Authorizing Installment Sale Agreement for Primary 
Sedimentation Tank Rehabilitation Project 

• Attachment B - Resolution Establishing Pledged Sources of Revenue for Repayment of 
Funding 

• Attachment C - Amendment No.7 to the Agreement Between Palo Alto and Stanford 
University 

• Attachment D - Second Amended & Restated Agreement Between Palo Alto and East 
Palo Alto Sanitary District 

• Attachment E - Addendum No.10 to the Agreement Between Palo Alto, Mountain View, 
and Los Altos 

• Attachment F - Bid Summary 

https://www.cityofpaloalto.org/civicax/filebank/documents/67104
https://scccroselfservice.org/web/document/DOC560S11882?search=DOCSEARCH516S4


  NOT YET ADOPTED                                       ATTACHMENT A 

2020110601 

Resolution No. 
 

Resolution of the Council of the City of Palo Alto Authorizing an  
Installment Sale Agreement with the California State Water Resources Control 

Board in Connection with the Financing of a Primary Sedimentation Tank 
Rehabilitation and Electrical Upgrade Project at the Regional Water Quality 

Control Plant, Establishing One or More Pledged Sources of Revenue for 
Repayment of Funding, and  

Taking Certain Other Actions Relating Thereto 
 
 

R E C I T A L S 
 

A. The City of Palo Alto (the “City”) wishes to finance a primary sedimentation tank 
rehabilitation and electrical upgrade project at the Regional Water Quality Control Plant (the 
“Project”).  

 
B. The City intends to finance the construction and/or reconstruction of the Project 

or portions of the Project with moneys (“Project Funds”) provided by the State of California, 
acting by and through the State Water Resources Control Board (the “State Water Board”). 

 
C. The City previously adopted Resolution No. 9630 authorizing an application for 

financial assistance to the State Water Board and Resolution No. 9805 declaring its intention to 
use a portion of the Project Funds to reimburse certain capital expenditures made prior to the 
receipt of Project Funds from available moneys of the City in connection with the Project. 

 
D. The City and the State Water Board now desire to approve a Construction 

Installment Sale Agreement (the “2020 Installment Sale Agreement”), for the purpose of 
providing the terms relating to the distribution and repayment by the City of the Project Funds 
and relating to the City’s payment of certain installment payments. 

 
E. Section 603(d)(1)(C) of the Federal Clean Water Act Amendments require each 

financing recipient to establish one or more pledged sources of revenue for Clean Water State 
Revolving Fund (CWSRF) financial assistance. 

 
F. Under the 2020 Installment Sale Agreement, the installment payments payable by 

the City will be secured by a pledge of and payable from Net Revenues (as defined in the 2020 
Installment Sale Agreement) of the City’s Wastewater Treatment enterprise and Wastewater 
Collection enterprise, on a parity basis with the City’s obligation to pay installment payments 
under three outstanding installment sale agreements with the State Water Board: 

 
i. an Installment Sale Agreement No. D16-01034, dated as of March 20, 2017 (the 

“2017 Agreement”), by and between the City and the State Water Board; 
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ii. a Project Finance Agreement No. 09-814-550, between the City and the State 
Water Board (the “2009 Agreement”), along with an amendment of the 2009 
Agreement dated June 12, 2017; and  

 
iii. a Project Finance Agreement No. 07-814,550-0, between the City and the State 

Water Board (the “2007 Agreement”), along with an amendment of the 2007 
Agreement dated June 12, 2017. 

 
G. The City and the State Water Board have agreed that the installment payments 

payable by the City under the 2020 Installment Sale Agreement will be secured by a pledge of 
and payable from Net Revenues on a subordinate basis to the City’s obligation to pay a portion 
of the debt service on the City of Palo Alto Utility Revenue and Refunding Bonds, 1999 Series A 
under an Indenture of Trust dated as of June 1, 1999.  
 
NOW, THEREFORE, the Council of the City of Palo Alto hereby RESOLVES as follows: 
 

SECTION 1. Each of the above recitals is true and correct and is adopted by the Council 
of the City of Palo Alto.    
 

SECTION 2.  The City approves the Project Funds in an amount not to exceed $19.4 
million with an interest rate not to exceed 2.0%.    
 

SECTION 3.  The 2020 Installment Sale Agreement, a copy of which is attached as 
Exhibit A, is hereby approved in substantially the form thereof with such changes as may be 
approved by the City Manager, the Director of Public Works or any designee of the City Manager 
or the Director of Public Works (each an “Authorized Officer”). Execution by an Authorized Officer 
of the 2020 Installment Sale Agreement shall constitute conclusive evidence of such Authorized 
Officer’s approval of all such changes. Each of the Authorized Officers is hereby authorized, 
together or alone, to execute and deliver the 2020 Installment Sale Agreement. The City Clerk is 
hereby authorized to attest to the Authorized Officer's signature. 

 
SECTION 4.  The covenants set forth in the 2020 Installment Sale Agreement to be 

executed in accordance with Section 3 above are hereby approved, shall be deemed to be 
covenants of the legislative body of the City, and shall be complied with by the City and its 
officers. 

 
SECTION 5.  The City hereby pledges Net Revenues (as defined in the 2020 Installment 

Sale Agreement) of its Wastewater Treatment enterprise and Wastewater Collection enterprise 
fund to the payment of amounts owed under the 2020 Installment Sale Agreement, as follows: 
(i) on a parity basis with the City’s obligation to pay installment payments under three 
outstanding installment sale agreements with the State Water Board as set forth in Recital F 
above, and (ii) on a subordinate basis to the City’s obligation to pay a portion of the debt service 
on the City of Palo Alto Utility Revenue and Refunding Bonds, 1999 Series A under an Indenture 
of Trust dated as of June 1, 1999. The pledged source of revenue shall remain in effect until such 
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financing is fully discharged unless modification or change of such dedication is approved in 
writing by the State Water Board.  

 
SECTION 6.  Each Authorized Officer and the other officers and staff of the City 

responsible for the fiscal affairs of the City are hereby authorized and directed to take any actions 
and execute and deliver any and all documents and certificates as are necessary to accomplish 
and to consummate the transactions contemplated by the 2020 Installment Sale Agreement.   

 
SECTION 7.  On October 15, 2018, the City Council approved the determination that 

the construction of the Primary Sedimentation Tanks Rehabilitation and Electrical Upgrade 
Project is exempt from the California Environmental Quality Act (CEQA) under CEQA Guidelines 
Section 15301, subsections (b) and (e)(1), Existing Facilities, as it involves the repair and 
maintenance of an existing publicly-owned utility used to provide sewerage treatment services 
with a minor addition to an existing building.  
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INTRODUCED AND PASSED:  
 
AYES: 
 
NOES: 
 
ABSENT: 
 
ABSTENTIONS: 
 
ATTEST: 
 
 
              
City Clerk       Mayor 
 
 
APPROVED AS TO FORM: 
 
 
              
Assistant City Attorney     City Manager 
 
 
              
        Director of Public Works 

 
 

              
Director of Administrative Services  
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EXHIBIT 
 
Exhibit A – Installment Sale Agreement for Primary Sedimentation Tanks Rehabilitation and 

Equipment Room Electrical Upgrade Project 
 
 

https://www.cityofpaloalto.org/files/assets/public/public-works/water-quality-control-plant/sr11735-exhibit-a-to-attachment-a-isa.pdf
https://www.cityofpaloalto.org/files/assets/public/public-works/water-quality-control-plant/sr11735-exhibit-a-to-attachment-a-isa.pdf


Attachment B 

161220 jb 6053827A 1 

*Yet to be Passed*
Resolution No. ___

Resolution of the Council of the City of Palo Alto Revising and 
Superseding Resolution No. 9667 Establishing Pledged Sources of 
Revenue For Repayment of Funding Pursuant to the Federal Clean 

Water Act Amendments 

RECITALS 

A. The CITY OF PALO ALTO (the “City”) desires to finance the costs of planning,
design, and/or construction of certain public facilities and improvements relating to its 
wastewater system, including the planning/design of primary sedimentation tanks, fixed film 
reactors, and the laboratory/environmental service building, and the construction of a sludge 
treatment and load-out facility (the “Projects”) that were identified in the Regional Water 
Quality Control Plant’s Long Range Facility Plan. 

B. The City intends to finance the planning, design, and/or construction of the
Projects or portions of the Projects with moneys (“Project Funds”) provided by the State of 
California, acting by and through the State Water Resources Control Board (the “Water Board”). 

C. Section 603(d)(1)(C) of the Federal Clean Water Act Amendments require each
financing recipient to establish one or more pledged sources of revenue for Clean Water State 
Revolving Fund (“CWSRF”) financial assistance. 

D. Revenue will be considered pledged when the City passes a resolution
committing a source of funds for repayment.  

E. On October 17, 2016, the City Council adopted Resolution No. 9631, pledging net
revenues of its Wastewater Treatment enterprise fund to repayment of CWSRF financial 
assistance incurred for the planning, design, and/or construction of the Projects. 

F. On February 17, 2017, in response to additional direction from the Water Board,
the City Council repealed  Resolution No. 9631 and adopted  Resolution No. 9667, in order to 
pledge net revenue from both its Wastewater Treatment and Wastewater Collection enterprise 
funds to repayment of CWSRF financial assistance for the Projects. 

G. Since 2017, the Water Board changed some of the standard terminology used in
the template CWSRF agreements commencing with the 2020 agreements; specifically, the 
definitions for “Maintenance and Operations Costs” and “Net Revenues” and “Revenues” were 
modified, and the City now wishes to adopt a revised resolution that includes the updated 
definitions, while keeping all other terms and provisions of Resolution 9667 in place. Because 
the pledge of Net Revenues of the City’s Wastewater Treatment and Wastewater Collection 
enterprise funds to the CWSRF financing for CWSRF Project No. 8104 CWSRF Project No. 8091-
110 will be on a parity basis with the pledge of Net Revenues to certain outstanding obligations, 

--



 

161220 jb 6053827A 2 

it is the intent of the Water Board and the City that the updated terminology does not result in 
a substantive change in the scope of the Net Revenues pledged to repayment of the CWSRF 
financial assistance. 

NOW, THEREFORE, the Council of the City of Palo Alto RESOLVES as follows: 

SECTION 1.  The City of Palo Alto hereby pledges Net Revenues of its Wastewater 
Treatment enterprise fund and Wastewater Collection enterprise fund to repayment of any and 
all CWSRF financing incurred for CWSRF Project No. 8104, including the planning/design of 
primary sedimentation tanks, fixed film reactors, and laboratory/ environmental service 
building and CWSRF Project No. 8091-110, including the design and construction of a sludge 
dewatering and load-out facility. Net Revenues of the City’s Wastewater Treatment enterprise 
and Wastewater Collection enterprise are defined as follows: 

"Net Revenues" means, for any Fiscal Year, all Revenues received by the Recipient less 
the Operations and Maintenance Costs for such Fiscal Year. 

"Revenues" means, for each Fiscal Year, all gross income and revenue received or 
receivable by the Recipient from the ownership or operation of the System, determined 
in accordance with GAAP, including all rates, fees, and charges (including connection 
fees and charges) as received by the Recipient for the services of the System, and all 
other income and revenue howsoever derived by the Recipient from the ownership or 
operation of the System or arising from the System, including all income from the 
deposit or investment of any money in the Enterprise Fund or any rate stabilization fund 
of the Recipient or held on the Recipient’s behalf, and any refundable deposits made to 
establish credit, and advances or contributions in aid of construction. For the avoidance 
of doubt, the parties intend that this definition be substantially equivalent to the 
definitions of “Revenues” contained in the Prior SRF Agreements, and the State Water 
Board hereby agrees that Recipient shall be entitled to treat them as equivalents in 
connection with the calculation of Revenues and Net Revenues and the issuance of 
additional System Obligations. 

"Operations and Maintenance Costs" means the reasonable and necessary costs paid or 
incurred by the Recipient for maintaining and operating the System, determined in 
accordance with GAAP, including the cost of supply of water, gas and electric energy 
under contracts or otherwise, the funding of reasonable reserves, and all reasonable 
and necessary expenses of management and repair and all other expenses necessary to 
maintain and preserve the System in good repair and working order, and including all 
reasonable and necessary administrative costs of the Recipient attributable to the 
System and to any financing instruments incurred to finance improvements to the 
System, such as salaries and wages and the necessary contribution to retirement of 
employees, overhead, insurance, taxes (if any), expenses, compensation and 
indemnification of any bond trustee, and fees of auditors, accountants, attorneys or 
engineers, and including all other reasonable and necessary costs of the Recipient or the 
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cost of permits, licenses, and charges required to be paid by it to comply with the terms 
of any financing instrument related to the System; but excluding, in all cases 
depreciation, replacement, and obsolescence charges or reserves therefor and 
amortization of intangibles or other bookkeeping entries of a similar nature." 

This pledge of Net Revenues shall remain in effect until such financing is fully discharged unless 
modification or change of such dedication is approved in writing by the Water Board. 

SECTION 2: The Council’s pledge of the revenues to repay State Revolving Fund 
financing for the above-referenced Projects does not meet the definition of a project for the 
purposes of the California Environmental Quality Act, under Public Resources Code Section 
21065 and CEQA Guidelines Section 15378(b)(5), because it is an administrative governmental 
activity which will not cause a direct or indirect physical change in the environment.  Council 
approved an Initial Study/Mitigated Negative Declaration for the sludge-dewatering and 
loadout facility project on March 28, 2016 (Staff Report ID# 6424).  
// 

// 

// 

// 

// 

// 

// 

// 

// 

// 

// 

// 

// 

// 

// 
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//  
SECTION 3:  Resolution No. 9667, adopted on February 17, 2017 is hereby repealed 

and superseded by adoption of this Resolution No. ____ 

INTRODUCED AND PASSED: 

AYES: 

NOES: 

ABSENT: 

ABSTENTIONS: 

ATTEST:  

_________________________ ______________________________ 
City Clerk  Mayor 

APPROVED AS TO FORM: APPROVED: 

__________________________ ______________________________ 
Senior Deputy City Attorney  City Manager 

______________________________ 
Director of Public Works 

______________________________ 
Director of Administrative Services 
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AMENDMENT NO. SEVEN TO CONTRACT NO. C869 
BETWEEN THE CITY OF PALO ALTO AND THE BOARD OF 

TRUSTEES OF THE LELAND STANFORD JUNIOR UNIVERSITY 

This Amendment No. Seven (7) to the Contract is made and entered into on 
, by and between the CITY OF PALO ALTO, a chartered city and a 

chartered municipal corporation of the State of California (“City”) and the BOARD OF 
TRUSTEES OF THE LELAND STANFORD JUNIOR UNIVERSITY, a body having corporate 
powers under the laws of the State of California (“Stanford”) (individually, a “Party”; 
collectively, the “Parties”). 

R E C I T A L S: 

A. The Parties have entered into that certain Contract Between Palo Alto and
Stanford, executed on November 30, 1956, as amended by the Addendum and Amendments 
described below (collectively, the “Contract”). The Contract has been amended six times as 
follows: Addendum No. One (1) to the Contract Between the City of Palo Alto and Stanford, 
dated as of June 11, 1971; Amendment No. Two (2) to the Contract Between the City of Palo 
Alto and Stanford, dated as of November 2, 1998; Amendment No. Three (3) to the Contract 
Between the City of Palo Alto and Stanford, dated as of March 16, 2009; Amendment No. Four 
(4) to the Contract Between the City of Palo Alto and Stanford, dated as of October 17, 2016;
Amendment No. 5 to the Contract Between the City of Palo Alto and Stanford, dated as of
August 13, 2018; and Amendment No. Six (6) to the Contract Between the City of Palo Alto
and Stanford, dated March 4, 2019.

B. Palo Alto owns and operates the sewage system (the “System”) pursuant to the
Contract, and is responsible for making capital additions to the System. Under the Contract, prior 
to commencement of construction of any capital additions or enlargements of the System, City 
and Stanford shall agree upon the terms of payment by Stanford of its proportionate cost. The 
Parties now desire to agree upon the sharing of costs associated with the construction and 
implementation of a new outfall and improvements to existing discharge infrastructure, and 
rehabilitation of the primary sedimentation tanks including electrical upgrades(individually, the 
“Project”, collectively, the “Projects”). The Projects will become part of the Regional Water 
Quality Control Plant (the “Plant”), which is owned and operated by Palo Alto as part of the 
System.  

NOW, THEREFORE, in consideration of the terms, conditions and covenants set forth in 
this Amendment No. Seven (7), the Contract is hereby amended as follows: 

Section 1.  Paragraph 26 of the Contract is hereby added to read, as follows: 

 “26. CONSTRUCTION AND IMPLEMENTATION OF THE OUTFALL 
PROJECT AND THE PRIMARY SEDIMENTATION TANK REHABILITATION 
PROJECT. Palo Alto and Stanford hereby approve the construction of a new outfall 
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and related improvements to existing discharge infrastructure (the “Outfall Project”) 
and the rehabilitation of the primary sedimentation tanks including electrical upgrades 
(the “Primary Sedimentation Tank Rehabilitation Project”) for construction, referred 
to in this Section 26 individually as a “Project” and collectively as the “Projects”. 
Each Party shall pay its share of the Project Costs for these two projects in proportion 
to the capacity it owns in the Joint System or portion thereof as shown in Exhibit “H” 
to Amendment No. Two (2) to the Contract. “Project Costs” means all costs incurred 
in connection with the construction and implementation of these two projects. 
Without limiting the generality of the foregoing, Project Costs shall include, but not 
be limited to: engineering and other consultants’ fees and costs, including fees 
incurred pursuant to agreements with engineers, contractors and other consulting, 
design and construction professionals; deposits, applicable permit fees; all costs to 
apply for and secure necessary permits from all required regional, state, and federal 
agencies; plan check fees, and inspection fees; construction costs; initial maintenance; 
attorneys’ fees and costs; insurance; interest from the date of payment on any 
contracts. 

 

The Parties authorize Palo Alto to receive State Revolving Fund (“SRF”) loans from 
the State Water Resources Control Board (“SWRCB”) or pursue other project 
financing (i.e. utility revenue bonds) to fund the costs of these two Projects.  The 
maximum amount of financing sought for each Project is: 
 

 Outfall Project - $12 million 
 Primary Sedimentation Tank Rehabilitation - $17 million 

 
The SRF loans will have a thirty-year repayment term. The SRF loan shall be repaid 
by the Parties in the same proportionate shares as shown on Exhibit “H” to 
Amendment No. Two (2) to the Contract. 

 
If the SWRCB terminates its loan commitment unexpectedly following execution of 
the construction contract(s) for the Project or the Projects, the City shall notify 
Stanford promptly. Following notification of the termination of the SRF loan 
commitment, the Parties shall meet in a timely manner to discuss alternative funding 
sources and strategies for completion of the Projects. If the Parties are unable to agree 
on new funding sources in a timely manner, then the City shall have the right to 
terminate the Project or Projects immediately. 

 
The Parties shall remain responsible for Project Costs and loans incurred, whether 
before or after termination of the Project/Projects, including costs incurred in 
connection with the termination of the Project planning/design/construction 
contract(s), in the same proportion to each organization’s share, as shown on Exhibit 
“H” to Amendment No. Two (2) to the Contract. 

 
Stanford shall pay its share of any Project Costs within thirty (30) business days of 
receipt of the annual billing statement sent by the City. If Stanford disputes the 
correctness of an invoice, it shall pay the invoice in full and the dispute shall be 
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resolved after payment in accordance with the Contract, and shall not offset against 
any payment due. 

 
 

Section 2 . Except as modified herein, the Contract shall remain unchanged, and is hereby 
ratified and confirmed. 

 
 
IN WITNESS WHEREOF, the parties have by their duly authorized representatives executed this 
Amendment as of the date first written above. 

 
 

ATTEST: 
 
__________________________________ 
City Clerk 
 
APPROVED AS TO FORM: 
 
__________________________________ 
City Attorney or Designee 
 
APPROVED AS TO CONTENT: 
 
__________________________________ 
City Manager or Designee 

CITY OF PALO ALTO 
 
By: __________________________________ 
 Mayor 
 

 
 

 
THE BOARD OF TRUSTEES OF THE LELAND 
STANFORD JUNIOR UNIVERSITY 
 
By: __________________________________ 
  
Name: __________________________________ 
 
Title: __________________________________ 
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Attachment D 

SECOND RESTATED AND AMENDED AGREEMENT BETWEEN THE 
CITY OF PALO ALTO AND THE EAST PALO SANITARY DISTRICT 

FOR WASTEWATER TREATMENT AND DISTRICT OUTFALL 

This Second Amended and Restated Agreement ("Agreement") is made and entered into on 
________ , by and between the CITY OF PALO ALTO, a chartered municipal 
corporation of the State of California (the "City") and the East Palo Alto Sanitary District, a 
public corporation under the laws of the State of California (the "District") (individually, a 
"~", collectively, the "Parties"), restates and amends that certain agreement, Contract No. 
C23 7, first entered into March 11, 1940 and first restated as amended on March 16, 1989, 
including subsequent amendments thereto. 

RECITALS 

A. On March 11, 1940, the Parties entered into a contract, "Contract Restatement and 
Amendment No. C237," whereby the City agreed to provide treatment of the District's 
wastewater, which contract was subsequently amended by amendments dated September 10, 
1963, June 25, 1964, and May 1971 (the "Original Agreement"). 

B. On October 10, 1968, the City joined with the cities of Mountain View and Los Altos to fund 
the construction, operation, and maintenance of the regional sewage treatment plant (the 
"Treatment Plant") that is part of a sewerage system ("System") owned and operated by the City. 

C. In May 1971, the City and District agreed that the District's share of the primary/secondary 
design capacity of the Treatment Plant would be 2.25 million gallons per day (mgd) average dry 
weather flow (ADWF). The Treatment Plant was subsequently modified to include tertiary 
treatment, and the District's share of tertiary capacity was established at 1.9 mgd (ADWF). 

D. On March 16, 1989, the Parties restated and amended the Original Agreement (the "1989 
Agreement") to provide for the District's participation in financing and expansion of the 
Treatment Plant's capacity from 35.0 primary/secondary capacity to 38.0 mgd (ADWF) (and 
40.0 mgd average annual flow (AAF)) and from a tertiary capacity of 30.6 mgd to 38.0 mgd 
ADWF (and 40.0 mgd AAF). 

E. On May 30, 1989, the Parties amended the 1989 Agreement to revise the billing and payment 
provisions in Paragraph 6.b of the 1989 Agreement ("Amendment No. 1"). 

F. On December 18, 1989, the Parties amended the 1989 Agreement to provide specific 
measures and procedures for complying with federal and state laws and regulations regarding 
wastewater collection, transmission, treatment and disposal in Paragraph 9 of the 1989 
Agreement ("Amendment No. 2"). 

G. On December 7, 1998, the Parties amended the 1989 Agreement to add Paragraph 26 to 
permit the rehabilitation of the City's incinerators ("Amendment No. 3"). 



H. On November 19, 2003, the Parties executed an agreement entitled "Settlement and Release 
Agreement" and amended Paragraphs 6.a and 8 of the 1989 Agreement on June 2, 2005 to be 
consistent with the Settlement and Release Agreement ("Amendment No. 4"). 

I. On March 19, 2009, the Parties amended the 1989 Agreement to add Paragraph 28, which 
provided for the funding, design, and construction of an ultraviolet disinfection treatment system 
at the Treatment Plant ("Amendment No. 5"). 

J. On October 17, 2016, the Parties amended the 1989 Agreement to provide for the cost 
sharing for certain Treatment Plant renovations ( collectively, the "Projects"), and to clarify the 
indemnity provision ("Amendment No. 6"). The Projects include, but are not limited to, up to 
$6.75 million for planning and design of the rehabilitation of: 

• the primary sedimentation tanks; 
• secondary treatment upgrades; and 
• a new lab/environmental services building. 

The Projects included up to $28 million for design and construction of the Sludge Dewatering 
and Truck Loadout Facility. The State Revolving Fund ("SRF") loans from the State Water 
Resources Control Board ("SWRCB") were the anticipated and authorized funding instruments 
in Amendment No. 6. The SRF loan has been granted for up to $28 million for the costs of the 
Sludge Dewatering and Truck Load-out Facility design and construction. An SRF loan has not 
yet been authorized for the $6.75 million planning and design expenses. However, SRF funding 
is anticipated to cover a portion of this amount. 

The 1989 Agreement and Amendment Nos. 1-6 are referred to collectively, hereinafter as the 
"1989 Agreement." 

K. City has developed and continues to implement an industrial pretreatment program 
("Pretreatment Program"), pursuant to conditions contained in its National Pollutant Discharge 
Elimination System ("NPDES") Permit number CA003 7834 issued by the San Francisco Bay 
Regional Water Quality Control Board ("Water Board"), implementing the requirements and 
policies of State law and the Federal Clean Water Act. 

L. The District, who is a partner to the Treatment Plant ( also referred to as the "Palo Alto 
Regional Water Quality Control Plant" or "R WQCP"), desires to continue to utilize the System 
and recognizes its industrial waste control obligations under the Federal Pretreatment 
Regulations at Title 40 of the Code of Federal Regulations, Part 403, ("40 CPR 403") as the 
same may be amended from time to time. 

M. The Parties desire to restate and amend the Agreement to consolidate the terms added 
through multiple amendments into one document, to clarify certain provisions, to expand project 
financing instruments for the Projects described in Recital J beyond the SWRCB's SRF loan 
program, and to approve the construction of and cost-sharing for two additional RWQCP 
projects: (1) a new outfall and improvements to existing discharge infrastructure, and (2) 
rehabilitation of the primary sedimentation tanks including electrical upgrades. 



N. District Staff raised the issue of whether a Joint Powers Authority should be formed to 
manage the Treatment Plant. City staff are not taking steps to implement this idea at this time, as 
it has not been suggested by any of the other Partners to the Treatment Plant. City Staff have 
reported that neighboring Joint Power Authority treatment plants have higher sewer rates than 
the Partners of the Palo Alto Treatment Plant. 

AGREEMENT 

1. DEFINITIONS. As used in this Agreement, the following terms shall have the meanings 
herein set forth: 

a. "Capacity" means a stated amount of wastewater flow through the Treatment Plant 
(whether total, or a portion assigned to any contributor to the Treatment Plant), variously 
expressed in terms of Average Annual Flow (AAF) or Average Dry Weather Flow (ADWF). 

b. "Average Annual Flow (AAF)" means the daily average discharge of wastewater during 
a calendar year period, expressed as a rate of flow in million gallons per day, and shall be 
computed by dividing the total gallons discharged during such year by the number of days 
within such year. 

c. "Average Dry Weather Flow (ADWF)" means the daily average discharge of wastewater 
from May 1 to October 31, expressed as a rate of flow in millions gallons per day, and shall 
be computed by dividing the total gallons discharged during such period by the number of 
days within such period. 

d. "Recycled Water" means wastewater which has been treated beyond that required for San 
Francisco Bay discharge and which meets any water recycling criteria set forth in Title 22, 
Division 4, Chapter 3 of the California Code of Regulations. 

e. "Wastewater" means the water-carried wastes of the community derived from public, 
residential, commercial, or industrial sources. 

2. TREATMENT PLANT CAPACITY AND ALLOCATION. 

a. Treatment Plant Capacity and Allocation. The Treatment Plant's primary, secondary, and 
tertiary capacity is 38.0 mgd (ADWF). The City shall have the right to utilize a total of 20.0 
mgd of both the primary, secondary, and tertiary capacities, and shall make available a total 
of 2.9 mgd (ADWF) of such capacities to the District for the District's utilization. The 
District's capacity is 3.06 mgd (AAF) and is detailed in Exhibit "H" attached hereto and 
incorporated herein. 

b. Use of Capacity. Neither the District nor the City shall use the Treatment Plant or any part 
thereof to a greater percentage of its capacity, specified above, except with the approval and 
agreement of the other Party, as hereinafter provided. If either the City or the District 
hereafter desires to use additional capacity in the Treatment Plant or any unit thereof in 



excess of such amounts, and the Treatment Plant or any unit thereof is not then being used by 
the other Party to the full extent to which the other Party is entitled, the Party desiring such 
additional capacity may rent such additional capacity rights, at a rate of $400.00 per million 
gallons of primary and secondary capacity and $200.00 per million gallons of advanced 
waste treatment facility capacity. The District may audit the City's use of any capacity rented 
from the District, and the City may not sell the rented capacity to others. Likewise, the City 
may audit the District's use of rented capacity and the District may not sell rented capacity. 

3. PAYMENT FOR COST OF TREATMENT. The District shall bear a proportionate share of 
the costs, determined in accordance with the City's standard accounting practices, of operating 
and maintaining the Treatment Plant, as follows: 

a. Use of Allocation Formula. Attached to this Agreement and incorporated herein as 
Exhibit "C" is a description of the cost-allocation formula to be used to allocate operating 
and maintenance costs among the participants in the Treatment Plant. The District shall bear 
its share (as determined according to such formula) of all costs of operating and maintaining 
the Treatment Plant. 

b. Industrial User Charges. Notwithstanding the foregoing and except as provided in 
Paragraph 11.n, the City shall charge the District an added amount to cover the cost of the 
Industrial Waste Pretreatment Program (IWPP). The IWPP charge shall be calculated as 
follows: 67% of the Palo Alto Utility Quantity Rate (Utility Rate Schedule S-2, Section C.2, 
excluding special notes) as of July 1 each year, multiplied by the volume of process 
wastewater discharged to the sewer system from any and all District "Significant Industrial 
Users," as defined by the U.S. Environmental Protection Agency. The Palo Alto Utility Rate 
S-2 will change from time to time as the City changes its rates. 

c. Billing and Payment. The City shall bill the District as follows: 

Prior to the commencement of its fiscal year on July 1, the City shall prepare an estimate of 
the annual cost of operating and maintaining the Treatment Plant for the forthcoming fiscal 
year and allocate such costs by user consistent with this Agreement. The City will provide a 
copy of said proposed budget to the District at least 30 days before it is scheduled for 
adoption. The District may comment on the proposed budget and review the City's records 
supporting its final budget, including the City's actual costs. Not later than thirty (30) days 
after July 1, October 1, January 1, and April 1, of each year, the City will bill the District an 
amount, payable not later than forty-five (45) days after July 1, October 1, January 1, and 
April 1, of each fiscal year, or twenty-five (25) days after the District receives said bill, 
whichever date is later, equal to one-fourth the amount of the adopted budget for the 
Treatment Plant allocated to the District. Such amount will be subject to the following 
adjustments: 

1. All October 1 billings will be adjusted, subject to the City's annual audit, by the 
amount necessary to reflect the actual costs and expenses for operation and 
maintenance of the Treatment Plant during the immediately prior fiscal year. The City 



will review any audit performed by the District and may adjust the billings upon such 
review. 

11. With the April 1 billing, the City will make an adjustment for the then estimated 
remaining operation and maintenance expenses to be incurred between the period of 
April 1 and July 1, adjusted by the City's actual expenditures, if known, for the first 
three quarters of the fiscal year prior to April 1. 

111. In the event that the amount billed to and collected from the District for operation and 
maintenance associated with the District are less than or greater than the actual 
amounts expended when determined in conformity with subparagraph (a) by an 
amount more than ten percent ( 10%) greater or more than ten percent ( 10%) less than 
the amount billed and collected, the District's bill for the October 1 payment will be 
adjusted by an amount necessary to compensate for interest earned by or interest lost 
to the City on the amount of the overage or underage based on an imputed interest 
rate equal to the City's latest average rate of return on investments published by the 
Director of Finance of the City and applied to the average amount over ten percent 
(10%) or under ten percent (10%) from the date of payment. 

1v. The District hereby agrees to set and collect fees and rates within its service area 
sufficient to pay its share of operating, maintenance, and capital expenses. 

d. Supporting Information to be Made Available. The City shall supply the District with all 
existing information requested by the District which supports the City's determinations 
regarding the cost of operating and maintaining the Treatment Plant, including information 
relating to the computation of the relative shares of the individual participants in such costs. 
The City shall make available all such information relative to the costs of operating and 
maintaining the Treatment Plant (historical as well as current) to the District's auditors, upon 
request. 

e. Delinquent Payments. In the event any amounts to be paid under this Agreement are not 
paid in full to the City within thirty (30) days of the due date, interest shall accrue on the 
unpaid balance at a rate and in an amount equal to seventy-five one hundredths percent 
(0.75%) per month of the unpaid balance. 

4. RIGHTS OF PARTIES TO USE OF WASTEWATER PRODUCTS. Notwithstanding Water 
Code section 1210, either party to this Agreement shall have the right to have and to convey, at 
its own expense, all available wastewater by-products, including treated wastewater and 
Recycled Water, for reuse that the party requires. In the event the total of the Partner requests 
exceeds the available supply, each party shall be entitled to have wastewater by-products, 
including treated wastewater and Recycled Water, in proportion to the party's percentage of 
actual wastewater input flow to the total plant flow over the relevant period of time. In the future, 
should the District receive Recycled Water, City may bill the District for the incremental 
operation and maintenance (O&M) cost of producing Recycled Water (at a rate adopted by the 
City after review with the District), over and above the O&M cost of producing treated the same 
amount of wastewater that would otherwise be discharged to the Bay. 



5. PAYMENT FOR PAST PROJECTS WITH ONGOING OBLIGATIONS. As part of the 
1989 Agreement, the Parties agreed on financing through bonds and/or loans and cost-sharing for 
certain projects including the Capacity Expansion Project, the Incinerator Rehabilitation Project, 
the Ultraviolet (UV) Disinfection Facility Project, and the Sludge Dewatering and Truck 
Loadout Facility Project. Debt schedules with remaining principal and interest payments are 
detailed in Exhibits "D," "E," "F," and "G" all attached hereto and incorporated herein. The 
District and City shall continue to pay their share of principal and interest on the following past 
projects listed below, and consistent with the Exhibits D, E, F, and G: 

Loan Principal District 
Debt 

Project Schedule 
Palo Alto/District Share 

Exhibit 
1999 Refunding of 1990 Bonds $3,946,176 
for 1989 Capacity Expansion 11.9% share "D"* 

Project $986,544/$469,595 

1999 Bonds for Incinerator 
$7,500,000 

7.64% share, 
"E"** 

Rehabilitation Project 
$2,862,000/$573,000 

Exhibit H 

SRF Loan for Ultraviolet 
$8,595,665 

7.64% share, 
"F" 

Disinfection Facility Project 
$3,280, 106/$656, 709 

Exhibit H 

SRF Loan for Sludge $25,197.407.73 
7.64% share, 

Dewatering and Truck Load 
Exhibit H 

"G" 
Facility Project $9,615,330.79/$1,925,081.95 

* The bill shall include an annual amortization of issuance costs and bond discount of $490.34 
due in Q4 of each fiscal year (2020, 2021, 2022, and 2023) and $449.48 (2024). 
** The bill shall include an annual amortization of issuance costs and bond discount of $664.06 
due in Q4 of each fiscal year (2020, 2021, 2022, and 2023) and $$608.72 (2024). 

a. 1989 Capacity Expansion Project: 1999 Refunding of 1990 Bonds. 

1. Payment for the District's Additional Capacity. The District hereby agrees to pay its 
proportionate share (11.9%) of the annual debt service and bond issuance requirements 
for the 1999 refunding of the 1990 bonds according to the schedule set forth in Exhibit 
"D" attached to this Agreement. The 1990 bonds are for the 1989 Capacity Expansion 
Project, which was refunded in 1999. The City shall bill the District one-quarter of such 
annual payment with each quarterly billing, as set forth in Paragraph 3 .c of this 
Agreement. The bill shall include an annual amortization of issuance costs and bond 
discount. 

b. 1999 Incinerator Rehabilitation Project: 1999 Bonds. 

i. Payment for Incinerator Rehabilitation. The District hereby agrees to pay its 
proportionate share (7 .64%) of the annual debt service and bond issuance requirements 
for the 1999 bonds according to the schedule set forth in Exhibit "E" attached to this 



Agreement. The 1999 bonds are for the Incinerator Rehabilitation project. The City 
shall bill the District one-quarter of such annual payment with each quarterly billing, as 
set forth in Paragraph 3 .c of this Agreement. The bill shall include an annual 
amortization of issuance costs and bond discount. 

c. Ultraviolet Disinfection Facility Project and SRF Loan 

1. For purposes of this subparagraph, "Project Costs" means all costs incurred in 
connection with the planning, design, construction and implementation of the project. 
Without limiting the generality of the foregoing, Project Costs shall include, but not 
to be limited to, design, engineering, and other consultants' fees and costs, including 
fees incurred pursuant to agreements with engineers, contractors and other consulting, 
design and construction professionals; environmental analysis and approval, 
including compliance with the California Environmental Quality Act; deposits; 
ordinarily applicable permit fees, plan check fees, and inspection fees; initial 
maintenance; attorney's fees and costs; insurance; and interest from the date of 
payment on any contracts. 

ii. The Parties authorized the City to pursue State Revolving Fund (SRF) loan from the 
State Water Resources Control Board (SWRCB) to fund the costs of the Ultraviolet 
Disinfection Project. The loan was authorized. The SRF loan shall be repaid in the 
same proportionate share as shown on Exhibit "H." The Parties further agree that if 
necessary, each Party shall raise their sewer use rates for the repayment of past SRF 
loans, operations, and/or maintenance of the Project, following any appropriate 
process under California Constitution article XIII C and D (Proposition 218). 

iii. If the SWRCB terminates its loan commitment unexpectedly following execution of 
the construction contract for the Project, the City shall notify the District promptly. 
Following notification of the termination of the SRF, the Parties shall meet in a 
timely manner to discuss alternative funding sources and strategies. 

1v. The Parties shall remain responsible for the Ultraviolet Disinfection Facility Project 
costs, bonds, and loans incurred, whether before or after termination of the Project, in 
connection with the termination of the Project construction contract, in the same 
proportion to each organization's share as shown in Exhibits "F" and "H". Unless 
earlier terminated, the obligations and responsibilities of the Parties shall commence 
with the execution of this Agreement and be in force for the life of the SRF loan. 

v. The District shall pay its share of any Project Costs within ten (10) business days of 
receipt of the quarterly billing statement sent by the City. If District disputes the 
correctness of an invoice, it shall pay the invoice in full and the dispute shall be 
resolved after payment in accordance with the Agreement, and shall not offset against 
any payment due. 

6. DESIGN OF PRIMARY SEDIMENTATION TANK REHABILITATION, SECONDARY 
TREATMENT UPGRADE, LABORATORY SERVICES BUILDING; DESIGN AND 
CONSTRUCTION OF SLUDGE DEWATERING AND TRUCK LOADOUT FACILITY; AND 
CONSTRUCTION OF OUTFALL AND PRIMARY SEDIMENTATION TANK 
REHABILITATION. 



a. Implementation of the "Projects" 

1. City and District hereby approve the planning and design of the Primary 
Sedimentation Tanks, Secondary Treatment Upgrades, Laboratory/Environmental 
Services Building, and design and construction of a Sludge Dewatering and Truck 
Loadout Facility. Each Party shall pay its share of Project Costs for the Projects in 
proportion as it owns capacity in the Treatment Plant or portion thereof, as shown 
in Exhibit "H." For purposes of this subparagraph, "Project Costs" means all costs 
incurred in connection with the planning, design, construction and 
implementation of the Projects. Without limiting the generality of the foregoing, 
Project Costs shall include, but not be limited to: design, engineering, and other 
consultants' fees and costs, including fees incurred pursuant to agreements with 
engineers, contractors and other consulting, design and construction professionals; 
environmental analysis and approval costs, including cost of compliance with the 
California Environmental Quality Act; deposits, applicable permit fees; all costs 
to apply for and secure necessary permits from all required regional, state, and 
federal agencies, plan check fees, and inspection fees; construction costs; initial 
maintenance; attorneys' fees and costs; insurance; interest from the date of 
payment on any contracts. 

11. City and District hereby approve the construction of a new outfall and related 
improvements to existing discharge infrastructure ( the "Outfall Project") and the 
rehabilitation of the primary sedimentation tanks including electrical upgrades 
(the "Primary Sedimentation Tank Rehabilitation Project"). Each Party shall pay 
its share of Project Costs for the Projects in proportion as it owns capacity in the 
Treatment Plant or portion thereof, as shown in Exhibit "H." For purposes of this 
subparagraph, "Project Costs" means all costs incurred in connection with the 
construction and implementation of these two projects. Without limiting the 
generality of the foregoing, Project Costs shall include, but not be limited to: 
engineering and other consultants' fees and costs, including fees incurred 
pursuant to agreements with engineers, contractors and other consulting, design 
and construction professionals; deposits, applicable permit fees; all costs to apply 
for and secure necessary permits from all required regional, state, and federal 
agencies; plan check fees, and inspection fees; construction costs; initial 
maintenance; attorneys' fees and costs; insurance; interest from the date of 
payment on any contracts. 

111. The projects described in subparagraphs (i) and (ii) immediately above are 
referred to individually as a "Project" and collectively as the "Projects". 

b. Financing for the Projects. The District authorizes the City to pursue and receive State 
Revolving Fund ("SRF") loans from the State Water Resources Control Board 
("SWRCB") or pursue other project financing (i.e. utility revenue bonds) to fund the 
costs of the Projects. The maximum amount of the financing sought for each Project is: 



• Planning/ design of the primary sedimentation tanks, secondary treatment 
upgrades, and a new Laboratory/Environmental Services Building - $6.75 
million 

• Design and construction of a sludge dewatering and truck load-out facility -
$28 million 

• Construction of Outfall Project - $12 million 
• Construction of Primary Sedimentation Tank Rehabilitation - $17 million 

c. The SRF loans will have a thirty year repayment term. The SRF loans shall be repaid in 
the same proportionate share, as shown on Exhibit "H." The Parties further agree that, if 
necessary each Party shall raise their sewer use rates for the repayment of the SRF loan or 
other financing, operations, and/or maintenance of the Project, following any appropriate 
process under California Constitution article XIII C and D (Proposition 218). 

d. If the SWRCB terminates its loan commitment unexpectedly following execution of the 
planning and/or construction contract(s) for a Project or the Projects, the City shall notify 
the District promptly. Following notification of the termination of the SRF loan 
commitment, the Parties shall meet in a timely manner to discuss alternative funding 
sources and strategies for completion of the Projects. If the Parties are unable to agree on 
new funding sources in a timely manner, then the City shall have the right to terminate 
the Project or the Projects immediately. 

e. The Parties shall remain responsible for Project Costs and loans incurred, whether before 
or after termination of the Project, in connection with the termination of the Project 
construction contract, in the same proportion to each organization's share, as shown on 
Exhibit "H." Unless earlier terminated, the obligations and responsibilities of the Parties 
shall commence with the execution of this Agreement and be in force for the life of the 
SRF loan or other financing. 

f. Pursuant to Paragraph 3.c of the Agreement, the City will supply the District with all 
information supporting the City's determinations regarding the Project Costs, including 
but not limited to, information relating to the computation of the relative shares of each 
organization. The City will make available all such information (historical and current) to 
the District's auditors, on request. 

g. District shall pay its share of any Project Costs within thirty (30) business days of receipt 
of the quarterly billing statement sent by the City. If District disputes the correctness of 
an invoice, it shall pay the invoice in full and the dispute shall be resolved after payment 
in accordance with the Agreement, and shall not offset against any payment due. The 
Parties shall undertake any dispute resolution in accordance with Paragraph 15 of the 
Agreement. 

7. FUNDING FOR MINOR CAPITAL IMPROVEMENT PROJECTS (CIPs). 

a. Relatively small capital projects for the replacement of obsolete, broken or worn-out 
equipment, shall be referred to as "Minor Capital Projects". The total annual expenditure 



on Minor Capital Projects shall not exceed the amount specified for the base year (1982-
1984) , as set forth below, adjusted annually, in accordance with the Consumer Price 
Index [Urban Wage Earners and Clerical Workers] (base year 1982-1984 = 100) for the 
San Francisco-Oakland-San Jose CSMA ("CPI"), published by the United States 
Department of Labor, Bureau of Labor Statistics ("Index"), most immediately preceding 
the twelve-month period beginning the July of each following fiscal year ("Extension 
Index"), and which shall be compared with the Index published most immediately 
preceding the twelve-month period beginning the July of each preceding fiscal year 
("Beginning Index"). The Minor Capital Projects total maximum amount for the base 
year is set at 1.9 million dollars ($1,900,000.00). 

b. Minor Capital Project expenses are included as part of operating expenses. Therefore, the 
District's share is calculated using Exhibit C, as it is for all operating expenses. Major 
CIPs are those which are too large to be implemented with the annual funds available in 
7.a above. The District's share for Major CIPs is contained in Exhibit H. 

8. PAYMENTS FOR MAJOR CAPITAL IMPROVEMENT PROJECTS (CIPS). Each Party 
shall pay for the cost of major CIPs in an amount equal to its proportional share of capacity in 
the Treatment Plant or portion thereof, as more fully described in Exhibit "H," attached hereto 
and incorporated herein by reference. If the District will pay for its share of the costs of CIPs 
through its voluntary participation in the City's issuance of debt securities, if any, to finance the 
work, then the District shall pay to the City for its share of the City's debt service in an amount 
equal to its proportional share of capacity in the Treatment Plant, unless the Parties agree in a 
separate writing to a different share. Major CIPs means those projects, which are not covered by 
Paragraph 7. 

9. ALTERNATE FUNDING MECHANISM FOR THE PLANNING AND DESIGN OF THE 
PRIMARY SEDIMENTATION TANK REHABILITATON, SECONDARY TREATMENT 
UPGRADE, AND LAB/ENVIRONMENTAL SERVICES BUILDING PROJECTS. The City 
utilized the annual minor capital budget funded by the Parties ( detailed in Paragraph 6) to fund 
the Sludge Dewatering and Load-out Facility project planning and design, with the intent to 
reimburse the annual minor capital budget once the SRF loan for that project phase was received. 
The Parties agree that the City will use the SRF loan reimbursement funds from the Sludge 
Dewatering and Loadout Facility project design (soft costs only of approximately $3.4 million, 
referred to as the "Reimbursement Funds") to finance the initial planning and design costs of the 
following three projects: (1) primary sedimentation tanks, (2) secondary treatment upgrades, and 
(3) a new Laboratory/Environmental Services Building. After the Reimbursement Funds are 
exhausted, any additional planning and design expenses for the three projects shall be paid by the 
Parties in quarterly payments in the same proportionate shares as shown on Exhibit "H". Once 
construction financing for these three projects is secured, the City may roll any remaining, yet 
unbilled, planning and design expenses into the debt financing instrument. 

10. THE DISTRICT'S OUTFALL. The City hereby confirms that by an Amendment to the 
Original Agreement dated September 10, 1963 ("September 1963 Amendment"), it granted to 
the District the right to construct and maintain a sanitary sewer outfall line ( subsequently sized at 



twenty-four (24) inches) over a route across City property as shown on a map attached to this 
Agreement as Exhibit "A" and "B." 

a. The District shall have an irrevocable license coextensive in term with the existence of 
said outfall or until the license is replaced with an easement as set forth in subparagraph 
f, for ingress and egress across City property necessary to maintain or repair said outfall, 
in the event that the Parties do not agree on another method of such repair and 
maintenance. 

b. District shall operate such facilities without trespassing on any fairways or greens of 
City's golf course and shall exercise due diligence in the protection of all natural plant 
material, wetlands (if any), environmental habitat, and piping, to the greatest extent 
feasible. 

c. In addition, for the portion of the District's facilities within the City's airport, the District 
shall exercise due diligence and coordinate any maintenance work with the City's airport 
and the Federal Aviation Administration (FAA) as required. 

d. If any regulatory permits are required, the District shall be responsible for obtaining them 
and following the requirements of any applicable regulatory permit. 

e. District's operation of its facilities shall not interfere with City's use or development of 
any City property. 

f. In 2017, as part of the San Francisquito Creek Flood Reduction, Ecosystem, Restoration, 
and Recreation Project San Francisco Bay to Highway 101, District relocated a portion of 
the sanitary sewer outfall line pursuant to a Right of Entry Agreement by and between 
City and District dated October 5, 2017 ("ROE"). The Parties agree to enter into an 
easement agreement to govern the rights and obligations of the Parties with respect to 
both the new portion of the line and the preexisting portion first contemplated by the 
September 1963 Amendment, which easement agreement upon recording shall supersede 
and replace the preceding provisions regarding the license. The Parties shall cooperate in 
the preparation and recording of the easement. At City's request, District shall cause the 
preparation of the following documents necessary for the easement, and submit them to 
City: 

• A set of as-built plans and profiles (hard copy and AutoCAD) for District's entire 
sanitary sewer outfall line· on City property, including the preexisting portion and that 
portion installed under the ROE. The plan shall be prepared based on the surveyed 
information obtained by the District's consultant. 

• The set of as-built plans and profiles shall include the segment of pipe that was slip
lined and left in place for future use. 

• Where feasible, surveyed markers, steel pipe, monuments or equivalent shall be set in 
the field by a licensed surveyor to identify the location of the existing facilities. 



g. In accordance with the September 1963 Amendment, and without creating any precedent 
for any future connections, the District shall provide and reserve capacity for sanitary 
facilities at the City's golf course in order to accommodate the sewage from the two (2) 
existing restroom facilities at the golf course ("Fixture Units") in operation as of the date 
of this Agreement. The flow value of each of the two (2) Fixture Units is approximately 
5,000 gallons per year. The In preparing fourth quarter bills for each fiscal year, the City 
shall deduct 5,000 gallons per fiscal year from the total flow of the District beginning in 
Fiscal Year 2020-2021. 

h. The two connections to the District's trunk line from the Palo Alto Airport which predate 
November 19, 2003 may also continue to be utilized by the City without compensation to 
the District. One connection is from the airport tower and wash pad, and the other 
connection is from Building 1903B. 

1. The flow from the four connections described in subsections (g) and (h) above shall not 
count toward the District's capacity allocation contained in Exhibit "H." 

J. The Parties agree that the value of the license and easement to the District offsets any 
incremental cost to the District from Fixture Units and the City Airport trunk line 
connections. 

k. Regarding future connections or flow increases to the District outfall from Palo Alto, fees 
and expenses for both use and connection to the District outfall shall be negotiated and 
approved in a future amendment to this agreement. 

11. PRETREATMENT PROGRAM 

a. District will adopt the City's Sewer Use Ordinance (currently codified in Chapter 16.09 
of Title 16 of the Palo Alto Municipal Code), as it may be amended from time to time. 
Alternatively, the District may adopt its own Pretreatment Ordinance which is at least as 
stringent as federal, state, and City requirements, and is rapidly updated when new 
requirements are issued by any of these entities. 

b. Whenever City makes revisions or additions to its Sewer Use Ordinance, City will 
forward to District a copy of such revisions or additions within ninety (90) days of enactment 
thereof. District will take all necessary steps to ensure that the ordinance as applicable in the 
District's jurisdiction is consistent with and reflects the most current version of the City's 
Sewer Use Ordinance in effect. 

c. District designates City as an agent of District for the purposes of implementation and 
enforcement of District's ordinances against industrial users located in District. City may, but 
shall not be obligated to, take any action under District's ordinances which could have been 
taken by District, including the enforcement of the ordinance in courts of law. 

d. City, on behalf of and as agent for District, will perform technical and administrative 
duties to implement and enforce District ordinances and regulations. City will: ( 1) Prepare 



industrial waste discharge permits for District to issue to industrial users located within its 
boundary; (2) Conduct inspections, sampling, surveillance, and analysis; (3) Take all 
appropriate enforcement action, save litigation ( except as specified in 11.i below), required to 
enforce District's ordinances, regulations, and industrial waste discharge permit provisions, 
as outlined in City's enforcement response plan and provided for in District's ordinances and 
regulations; (4) Notify industrial users of new requirements; (5) Prepare documentation 
necessary to support enforcement actions to be taken by District; ( 6) Process from industrial 
users all reports, including compliance reports, self-monitoring reports, base-line reports, 
records of violations and actions taken, and any other monitoring or reporting requirements 
imposed by federal, state, or local regulations. These records and other relevant information 
shall be maintained for at least three (3) years by City. City shall forward copies of any 
inspection reports, sampling results, and informal administrative enforcement actions which 
it generates to District upon request; and (7) Perform any other technical or administrative 
duties the Parties deem appropriate. In addition, City may, as an agent of District, take 
emergency action to stop or prevent any discharge which presents or may present an 
imminent danger to the health or welfare of humans, which reasonably appears to threaten 
the environment, or which threatens to cause interference, pass through, or sludge 
contamination. 

e. Any authorized officer or employee of City may enter and inspect at any reasonable time 
any part of District's wastewater system; provided, however, at or before the time this right 
of inspection is exercised, City shall notify District by at least telephonic means of the date, 
time, place and nature of the intended inspection, and upon conclusion of the inspection shall 
upon request provide District with a written report of the inspection activities undertaken by 
City and the information obtained. The right of entry and inspection shall extend to public 
streets, easements, and property within which the system is located. Additionally, District 
hereby grants authorized officers or employees of City to enter onto private property, in 
compliance with the law, to inspect industrial users within the jurisdiction of District. 
Authorized officers or employees of City shall have the same legal authority afforded District 
staff. The right of inspection shall include on-site inspection of entire facilities including 
pretreatment and sewer facilities and includes observation, measurement, sampling, testing, 
and access to (with the right to copy) all pertinent compliance reports and documents 
required to be maintained by federal, state, or local regulations and applicable discharge 
permits. 

f. District will be responsible for: 

1. Updating the industrial waste survey and providing such update annually to City; 

11. Issuing industrial waste discharge permits; 

iii. Initiating litigation required to enforce District's ordinances, regulations, and 
industrial waste discharge permit provisions. The District and the City may each or 
both seek injunctive relief when an imminent danger exists , as described in 11.i 
below and 



1v. Controlling by written contract, with terms and conditions equivalent to the 
requirements of District's ordinances and regulations, any discharger outside 
District's territorial limits which is connected to District's wastewater system. 

g. District shall file with City certified copies of its ordinances and regulations and any 
amendments thereto, any discharge permits which District issues, including any contracts 
entered into by District for the purpose of controlling industrial waste. 

h. If City determines that District has failed or has refused to fulfill any Pretreatment 
Program obligations, City will allow District thirty (30) days to identify the cause of the 
violation(s) and remedy them. If the District is unable to remedy the violation within thirty 
(30) days, City shall develop, in consultation with District if possible, and issue a remedial 
plan containing a description of the nature of the Pretreatment Program deficiencies, and an 
enumeration of the steps to be taken by District, and a time schedule for attaining compliance 
with all Pretreatment Program obligations. Where District fails or declines to satisfy the 
conditions of the remedial plan on schedule, City may seek review of the remedial plan and 
enforcement thereof, via seeking injunctive relief or any other legally available remedy, in a 
court of competent jurisdiction. Where District fails to satisfy any such conditions on 
schedule, other than those imposed or required by formal administrative or judicial 
enforcement actions, City may conduct those tasks. District shall reimburse City for any and 
all costs associated with performing these tasks. In the event District has failed to satisfy the 
terms of any remedial plan, City may, upon thirty (30) days' written notice, refuse to accept 
industrial waste emanating from industrial users within District's jurisdiction and enforce 
such prohibition in any court of competent jurisdiction. 

i. Where a discharge to the wastewater system reasonably appears to present an imminent 
danger to the public health, safety, and welfare, or presents or may present, an imminent 
danger to the environment, or threatens to interfere with either Party's wastewater system, 
either Party may immediately initiate steps to identify the source of the discharge, and to halt 
or prevent said discharge. Either Party may seek injunctive relief against any industrial user 
or other person contributing to the emergency conditions and may pursue self-help remedies 
if available. 

j. District will prohibit the discharge of surface and storm water into its sanitary sewers if 
such discharge is or would be excessive under any federal, state, or local regulation, and shall 
otherwise comply with such regulations in permitting any such discharge therein. 

k. District shall defend, indemnify and hold harmless the City, its agents, officers and 
employees, of, from and for all damages, fines and costs incurred as a result of industrial 
waste discharge from District (including industrial dischargers connected to District's 
system) or incurred as a result of the failure of District to comply with Paragraph 11 
(Pretreatment Program) of this Agreement. District shall reimburse City for fines or costs 
stemming from damages to City facilities or the System, disruption of treatment processes or 
operations, degradation of sludge quality, NPDES permit violations arising in the jurisdiction 
of District, and other air, water and sludge quality violations attributable to District, or its 
industrial dischargers, and any enforcement actions of regulatory agencies including the state 



and regional water boards and federal and state environmental protection agencies. In the 
event that any suit based on such a claim, demand, suit, action, fine, penalty or liability is 
brought against either Party, each Party retains the right to participate in said suit. 

1. If the authority of City to act as an agent for District under this Agreement is questioned 
by an industrial user, court of law, or otherwise, District will take whatever action is 
necessary to ensure the implementation and enforcement of District ordinances and 
regulations against its industrial users, including, but not limited to, implementing and 
enforcing District ordinances and regulations on its own behalf and/or amending this 
Agreement to clarify City authority. Any such actions shall be at no cost to City. 

m. The Parties will review and revise this Agreement to ensure compliance with the Federal 
Clean Water Act (33 U.S.C. 1251 et seq.) and rules and regulations (see 40 CFR Part 403) 
issued thereunder, as necessary. 

n. District shall reimburse City for administrative costs of permitting, implementing and 
enforcing the Pretreatment Program. District agrees that City may seek such reimbursement 
by directly charging facilities regulated under the Pretreatment Program within the 
jurisdiction of District for said costs and/or recovering said costs through permit or annual 
fees. 

12. INDEMNIFICATION. Each of the Parties shall defend, indemnify and hold the other party 
harmless of and from all claims, liabilities, actions, causes of action, proceedings, damages, 
fines, penalties, costs, expenses, attorneys' fees or any other forms of pecuniary or non
pecuniary relief which result from: 

a. That party's violation of laws and regulations governing the collection, transmission, 
treatment and disposal of wastewater or wastewater byproducts, including, without 
limitation, laws and regulations governing disruption of treatment processes or operations, 
degradation of sludge quality, and NPDES permit violations attributable to the conduct of 
that party or other persons, including industrial waste dischargers for whom that party 
exercises regulatory responsibility. 

b. That party's failure to exercise reasonable care in the operation and maintenance of its 
wastewater facilities. 

13. TERMINATION. 

a. Termination Rights. Except as otherwise provided herein, this Agreement shall continue 
indefinitely; provided the District may withdraw herefrom if it decides to construct and 
operate a treatment plant of its own, join in the use of some plant, or execute another 
alternative; in which case the District shall give the City at least six months written notice in 
advance of its intention to withdraw. Upon the consummation of such withdrawal, this 
Agreement shall be deemed to have terminated, except as to obligations already incurred and 
not yet satisfied. 



b. Disposition of Property and Funds Upon Termination. Upon termination of this 
Agreement, all property of either Party then in the custody of the other or a third party shall 
be distributed pursuant to an agreement reached by the City and the District at that time. 

14. BREACH OF AGREEMENT. In the case of a breach by either Party of any of its respective 
obligations to be performed hereunder, notice in writing of such breach may be given by the 
aggrieved one to the other, who shall have a reasonable time not exceeding sixty (60) days, in 
which to cure such breach. 

15. DISPUTE RESOLUTION. The Parties acknowledge that there are a number of informal 
dispute resolution procedures ( such as arbitration, mediation, informal conferences, etc.) which 
could be used to resolve any controversy or claim arising out of or relating to this Agreement, or 
the alleged breach thereof. The Parties agree in principle that one or more such mechanisms 
should be utilized prior to proceeding in a judicial forum. Should any such controversy or claim 
arise, any Party wishing to utilize an informal dispute resolution procedure may request in 
writing that such procedure should be utilized, stating in general terms the nature of the proposed 
procedure. The other Party shall then have a period of two (2) weeks in which to either accept or 
reject such request. If such request is denied, or if no answer to such request is given within such 
period, then the requesting Party shall be free to pursue any legal remedy which may be available 
to it. If such request is accepted, then the procedures outlined in such request shall first be 
followed prior to either Party resorting to a judicial procedure. 

16. NOTICES AND OTHER COMMUNICATIONS. Every notice or other communication 
required or contemplated by this Agreement by either Party shall be delivered either by (a) 
personal delivery or (b) postage prepaid return receipt requested certified mail addressed to the 
Party for whom intended at the following address: 

a. If to District, to: 

General Manager 
East Palo Alto Sanitary District 
901 Weeks Street 
East Palo Alto, CA 94303 

Separate copies to: 

President of Board of Directors 
Secretary of Board of Directors 
East Palo Alto Sanitary District 
901 Weeks Street 
East Palo Alto, CA 94303 

b. Ifto City, to: 

City of Palo Alto 
City Manager's Office 



Post Office Box 10250 
Palo Alto, CA 94301 
Attn: Director of Public Works 

Copy to: 

Palo Alto Regional Water Quality Control Plant 
Attn: Manager, Water Quality Control Plant 
2501 Embarcadero Way 
Palo Alto, CA 94303 

or at such other address as the intended recipient previously shall have designated by written 
notice to the other party. Notice by certified mail shall be effective on the date it is officially 
recorded as delivered to the intended party by return receipt or the equivalent. Notice not 
given in writing shall be effective only if acknowledged in writing by a duly authorized 
representative of the party to whom it was given. 

17. CONSENT TO JURISDICTION, SERVICE, AND VENUE. Should either party submit 
matters of dispute to a court for the purpose of enforcing obligations hereunder or otherwise in 
connection herewith, both parties hereby consent to the jurisdiction and venue of the state or 
federal courts in the County of San Mateo or the County of Santa Clara, California. 

18. NO W AIYER OF RIGHTS. All waivers hereunder must be in writing, and failure at any 
time to require the other party's performance of any obligation under this Agreement shall not 
affect the right subsequently to require performance of that obligation. Any waiver of any breach 
of any provision of this Agreement shall not be construed as a waiver of any continuing or 
succeeding breach of such provision or a waiver or modification of the provision. 

19. COUNTERPARTS. This Agreement may be executed in any number of counterparts, and 
each counterpart shall constitute an original instrument, but all such separate counterparts shall 
constitute only one and the same instrument. 

20. WRITTEN AGREEMENT TO GOVERN. This Agreement sets forth the entire 
understanding and prospectively supersedes all prior and contemporaneous agreements between 
the parties relating to the subject matter contained herein and merges all prior and 
contemporaneous discussions between them, and neither party shall be bound by any definition, 
condition, representation, warranty, covenant, or provision other than as expressly stated in or 
contemplated by this Agreement or as subsequently shall be set forth in writing and executed by 
a duly authorized representative of the party to be bound. Except as expressly set forth in the 
Agreement, all rights, claims, and obligations of the parties shall be preserved. 

21. SEVERABILITY. If any provision of this Agreement shall be held invalid under any 
applicable law, such invalidity shall not affect any other provision of this Agreement that can be 
given an effect without the invalid provision, and, to this end, the provisions hereof are 
severable. If any provision of this Agreement shall be held invalid because of its scope or 



duration, the court making such determination shall have the power to limit the scope and/or 
duration of such provision and, in its limited form; such provision shall then be enforceable. 

22. SUCCESSORS. This Agreement shall be binding upon and shall inure to the benefit of the 
successors of the parties. 

23. REVISION OF AGREEMENT. This Agreement may, from time to time, be amended, 
revised, or supplemented by and with the consent of the parties hereto and subject to the 
approval and ratification of their respective governing bodies. 



IN WITNESS WHEREOF, the Parties have by their duly authorized representatives executed 
this Agreement which Testates and amends that certain Agreement (Palo Alto No. 23 7) dated 
March 16, 1989, as amended, between the City of Palo Alto and EastPalo Alto Sanitary District 
as of the date first written above. 

ATTEST: 

City Clerk 

APPROVED AS TO FORM: 

City Attorney or Designee 

APPROVED AS TO CONTENT: 

City Manager or Designee 

EAST PALO ALTO SANITARY DISTRICT 

ATTEST: 

fa~~ 
BetsyYa~ 

APPROVED AS TO j75RM: 
... i 

/ ' • ~; ., 

f 

Mala Subramanian, General Counsel 

CITY OF PALO AL TO 

By:------------
Mayor 

Joan Sykes-Miessi, Vice President 



IN WITNESS WHEREOF, the Parties have by their duly authorized representatives executed 
this Agreement which ·restates and amends that certain Agreement (Palo Alto No. 237) dated 
March 16, 1989, as amended, between the City of Palo Alto and East Palo Alto Sanitary District 
as of the date first written above. 

ATTEST: 

City Clerk 

APPROVED AS TO FORM: 

City Attorney or Designee 

APPROVED AS TO CONTENT: 

City Manager or Designee 

EAST PALO ALTO SANITARY DISTRICT 

ATTEST: 

Betsy Yanez, Secretary 

APPROVED AS TO 

/111 
f 

Mala Subramanian, General Counsel 

CITY OF PALO ALTO 

By: __________ _ 

Mayor 



SR #11735 Attachment D “Second Restated and Amended Agreement Between the City of 
Palo Alto and the East Palo Alto Sanitary District for Wastewater Treatment and District 
Outfall”, List of  Exhibits: 

Exhibit A – Legal Description: Easement A, B, C, D, and E  

Exhibit B – Plat to Accompany Legal Description Sheet 1, 2, and 3 

Exhibit C – Allocation, Billing, and Payment 

Exhibit D – Debt Schedule for 1999 Refunding of 1990 Bonds, Capacity Expansion Project 

Exhibit E – Debt Schedule for 1999 Bonds, Incinerator Rehabilitation Project 

Exhibit F – Debt Schedule for SRF Loan, Ultraviolet Disinfection Facility Project 

Exhibit G – Debt Schedule for SRF Loan, Sludge Dewatering and Truck Loadout Facility Project 

Exhibit H – Annual Average Flow Capacity Rights 

https://www.cityofpaloalto.org/files/assets/public/public-works/water-quality-control-plant/sr11735-
attachment-d-exhibits-a-thru-h.pdf 

 

https://www.cityofpaloalto.org/files/assets/public/public-works/water-quality-control-plant/sr11735-attachment-d-exhibits-a-thru-h.pdf
https://www.cityofpaloalto.org/files/assets/public/public-works/water-quality-control-plant/sr11735-attachment-d-exhibits-a-thru-h.pdf
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ADDENDUM NO. TEN TO THE BASIC AGREEMENT  
BETWEEN THE CITY OF PALO ALTO, THE CITY OF MOUNTAIN VIEW AND THE 

CITY OF LOS ALTOS FOR THE ACQUISITION, CONSTRUCTION AND 
MAINTENANCE OF A JOINT SEWER SYSTEM 

This Addendum No. Ten (10) to the Basic Agreement for the Acquisition, Construction 
and Maintenance of a Joint Sewer System is made and entered into on 
_______________________, by and among the CITY OF PALO ALTO (“Palo Alto”), the CITY 
OF MOUNTAIN VIEW (“Mountain View”), and the CITY OF LOS ALTOS (“Los Altos”) 
(individually, a “Party”, collectively, the “Parties”), all municipal corporations under the laws of 
the State of California. 

R E C I T A L S: 

A. The Parties have entered into that certain Basic Agreement Between the City of
Palo Alto, the City of Mountain View and the City of Los Altos for the Acquisition, 
Construction, and Maintenance of a Joint Sewer System, executed on October 10, 1968, as 
amended by the Addenda described below (collectively, the “Basic Agreement”).  The Basic 
Agreement has been amended nine times by addenda, as follows:  Addendum No. One (1) to 
Basic Agreement Between the Cities of Palo Alto, Mountain View, and Los Altos for 
Acquisition, Construction and Maintenance of a Joint Sewer System, dated as of December 5, 
1977; Addendum No. Two (2) to Basic Agreement Between the Cities of Palo Alto, Mountain 
View, and Los Altos for Acquisition, Construction and Maintenance of a Joint Sewer System 
dated as of January 14, 1980; Addendum No. Three (3) to an Agreement By and Between the 
Cities of Palo Alto, Mountain View, and Los Altos for Acquisition, Construction and 
Maintenance of a Joint Sewer System, dated as of April 9, 1985; Addendum No. Four (4) to the 
Agreement By and Between the Cities of Mountain View, Los Altos, and Palo Alto as further 
amended and dated May 30, 1991; Addendum No. Five (5) to Basic Agreement Between the 
Cities of Palo Alto, Mountain View, and Los Altos for Acquisition, Construction and 
Maintenance of a Joint Sewer System, dated as of July 31, 1992; Addendum No. Six (6) to Basic 
Agreement Between the City of Palo Alto, the City of Mountain View, and the City of Los Altos 
for Acquisition, Construction and Maintenance of a Joint Sewer System dated as of March 16, 
1998; and Addendum No. Seven (7) to Basic Agreement Between the City of Palo Alto, the City 
of Mountain View, and the City of Los Altos for Acquisition, Construction and Maintenance of a 
Joint Sewer System dated as of April 15, 2009; Addendum No. Eight (8) to the Basic Agreement 
between the City of Palo Alto, the City of Mountain View and the City of Los Altos for the 
Acquisition, Construction, and Maintenance of a Joint Sewer System dated as of October 17, 
2016; and Addendum No. Nine (9) to the Basic Agreement between the City of Palo Alto, the 
City of Mountain View and the City of Los Altos for the Acquisition, Construction and 
Maintenance of a Joint Sewer System dated March 4, 2019 (collectively, the “Addenda”). 

B. Palo Alto owns and operates the sanitary sewerage treatment and disposal works
and system (the “Joint System”) pursuant to the Basic Agreement, and is responsible for making 
capital additions to the Joint System.  Under the Basic Agreement, any major capital additions 
for the replacement of obsolete or worn-out units require an agreement by the Parties amending 
the Basic Agreement.   The Parties now desire to agree to construct two projects to improve the 
Joint System by: 1) constructing a new outfall and implementing improvements to existing 
discharge infrastructure, and 2) rehabilitating the primary sedimentation tanks (including 
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electrical upgrades) (individually, “Project”, collectively the “Projects”).  The Parties also agree 
to provide for the sharing of costs associated with the Projects.  The Projects will become part of 
the Regional Water Quality Control Plant (the “Plant”), which is owned and operated by Palo 
Alto as part of the Joint System.   

 
NOW, THEREFORE, in consideration of the terms, conditions and covenants set forth in this 
Addendum No. Ten (10), the Basic Agreement is hereby amended, as follows: 
 
Section 1. Paragraph 40 is hereby added to the Basic Agreement to read, as follows: 
 

 “40. CONSTRUCTION AND IMPLEMENTATION OF THE OUTFALL 
PROJECT AND THE PRIMARY SEDIMENTATION TANK REHABILITATION 
PROJECT.  Palo Alto, Mountain View, and Los Altos hereby approve the 
construction of a new outfall and related improvements to existing discharge 
infrastructure (the “Outfall Project”) and the rehabilitation of the primary 
sedimentation tanks including electrical upgrades (the “Primary Sedimentation Tank 
Rehabilitation Project”) for construction, referred to in this Section 40 individually as 
a “Project” and collectively as the “Projects”.  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 Addendum No. Six (6) to the Basic Agreement.  
“Project Costs”, as used in this Section 40, means all costs incurred in connection 
with the construction and implementation of these two Projects.  Without limiting the 
generality of the foregoing, Project Costs shall include, but not be limited to: 
engineering and other consultants’ fees and costs, including fees incurred pursuant to 
agreements with engineers, contractors and other consulting, design and construction 
professionals; deposits, applicable permit fees; all costs to apply for and secure 
necessary permits from all required regional, state, and federal agencies; plan check 
fees, and inspection fees; construction costs; initial maintenance; attorneys’ fees and 
costs; insurance; interest from the date of payment on any contracts. 
 
The Parties authorize Palo Alto to receive State Revolving Fund (“SRF”) loans from 
the State Water Resources Control Board (“SWRCB”) or pursue other project 
financing (i.e. utility revenue bonds) to fund the costs of these two Projects.   The 
maximum amount of financing for each Project is: 
 

 Outfall Project - $12 million 
 Primary Sedimentation Tank Rehabilitation Project - $17 million 

 
The SRF loans will have a thirty-year repayment term.  The repayments of the SRF 
loans shall be treated in the same manner as debt services under the Basic Agreement 
and its Addenda, and repaid by the Parties in the same proportionate shares as shown 
on Exhibit “H” to Addendum No. Six (6) to the Basic Agreement.  The Parties further 
agree that, if necessary, each Party shall secure the funding necessary for repayment 
of the SRF loan, operations, and/or maintenance of the Projects, following any 
appropriate process executed under California Constitution article XIII C and D 
(Proposition 218). 
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If the SWRCB terminates its loan commitment unexpectedly following execution of 
the planning and/or construction contract(s) for the Projects or the Project, Palo Alto 
shall notify the Parties promptly.  Following notification of the termination of the 
SRF loan commitment, the Parties shall meet in a timely manner to discuss alternative 
funding sources and strategies for completion of the Projects.  If the Parties are 
unable to agree on new funding sources in a timely manner, then Palo Alto shall have 
the right to terminate the Project or the Projects. 

 
The Parties shall remain responsible for Project Costs and loans incurred, whether 
before or after termination of the Project/Projects, including costs incurred in 
connection with the termination of Project planning/design/construction contract(s), 
in the same proportion to each organization’s share of Plant capacity, as stated in 
Exhibit “H” to Addendum No. Six (6) of the Basic Agreement.  Total Project Costs 
shall not exceed the authorized maximum financing amount approved by Parties 
without prior approval of each Party’s governing body.  Unless earlier terminated, the 
obligations and responsibilities of the Parties shall commence with the execution of 
Addendum No. Ten (10) to the Basic Agreement and be in force for the term of the 
SRF loan or other financing. 
 
Mountain View and Los Altos shall pay their 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 one 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 Section 19 of the Basic 
Agreement, and shall not offset against any payment due. 

 
 
Section 2. Except as modified herein, the Basic Agreement shall remain unchanged, and is 
hereby ratified and confirmed. 
 

[SIGNATURE PAGE FOLLOWS] 
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 IN WITNESS WHEREOF, the parties have by their duly authorized representatives 
executed this Addendum as of the date first written above. 

 
ATTEST: 
 
__________________________________ 
City Clerk 
 
APPROVED AS TO FORM: 
 
__________________________________ 
Assistant City Attorney 
 
APPROVED AS TO CONTENT: 
 
__________________________________ 
City Manager 

CITY OF PALO ALTO 
 
By: __________________________________ 
 Mayor 
 

ATTEST: 
 
__________________________________ 
City Clerk 
 
APPROVED AS TO FORM: 
 
__________________________________ 
City Attorney 
 
FINANCIAL APPROVAL: 
 
__________________________________ 
Finance and Administrative Services Director 

CITY OF MOUNTAIN VIEW 
 
By: __________________________________ 
 City Manager 
 

 
ATTEST: 
 
__________________________________ 
City Clerk 
 
APPROVED AS TO FORM: 
 
__________________________________ 
City Attorney 
 
 
 
 
 

 
CITY OF LOS ALTOS 
 
By: __________________________________ 
 City Manager  
        Christopher Jordan  
 

 

DocuSignl>d by: 

(44( 1,.",.1-.,..,f.,:.. 
3207371729AE474 ... 

I, OocuSlgncd by: 

L~ r.~.~ 

1-DocuSlgncd by: 

~ oR.:,,1 i=7C.5f',A4 l 4{l4 



4 
2020010901 

 IN WITNESS WHEREOF, the parties have by their duly authorized representatives 
executed this Addendum as of the date first written above. 

 
ATTEST: 
 
__________________________________ 
City Clerk 
 
APPROVED AS TO FORM: 
 
__________________________________ 
Assistant City Attorney 
 
APPROVED AS TO CONTENT: 
 
__________________________________ 
City Manager 

CITY OF PALO ALTO 
 
By: __________________________________ 
 Mayor 
 

ATTEST: 
 
__________________________________ 
City Clerk 
 
APPROVED AS TO FORM: 
 
__________________________________ 
City Attorney 
 
FINANCIAL APPROVAL: 
 
__________________________________ 
Finance and Administrative Services Director 

CITY OF MOUNTAIN VIEW 
 
By: __________________________________ 
 City Manager 
 

 
ATTEST: 
 
__________________________________ 
City Clerk 
 
APPROVED AS TO FORM: 
 
__________________________________ 
City Attorney 
 
 
 
 
 

 
CITY OF LOS ALTOS 
 
By: __________________________________ 
 City Manager  
        Christopher Jordan  
 

 

DocuSigned by: 

44<7~ 
3207371729AE474 ... 



Bid Item Description Engineer's Estimate C. Overaa & Co.
Anderson Pacific 

Engineering Construction, 
Inc.

Base Bid 

Rehabilitate four concrete primary sedimentation tanks and their ancillary 
systems. The scope of work includes the following for all four tanks: repair cracked 
and spalling concrete on the tank’s floors, walls, and covers; apply a new 
protective coating to the tank walls, ceilings, and covers; upgrade PST area lighting 
with LED light fixtures; replace hatch and drainage covers on the top deck; install a 
flight and chain monitoring system for the primary sludge raking mechanisms; 
replace effluent flow diversion gates; and replace aging motor control centers 
(power distribution equipment) and relocate them to a pre‐engineered building 
adjacent to the sludge pump room.

$13,500,000 $13,749,000 $13,861,300

Lowest Responsible Bidder

1.84% above Engineer's 
Estimate

2.68% above Engineer's 
Estimate

Remarks: 

Attachment F

City of Palo Alto, Public Works Department

CIP WQ‐14003

Bid Summary for Primary Sedimentation Tanks Rehabilitation and Equipment Room Electrical Upgrade Project 
(IFB‐179134A) ‐ Rebid
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