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STAFF REPORT 

 
TO:   Board of Directors 

PREPARED BY: Steven Palmer, PE, CSDM, General Manager 

SUBJECT:  Staff Update and Board Discussion Regarding the Service Agreement with 
Sierra Lakes County Water District 

  
 RECOMMENDATION 

Staff recommends that the Board of Directors receive the update from staff, discuss, and 
potentially provide direction on next steps. 
 
BACKGROUND 
At the June 16, 2026 Board meeting, the General Manager presented a list of suggestions raised 
by customers regarding the calculation of rates and asked the Board for direction on analyzing 
those suggestions.  The Board directed the General Manager to first review alternative 
procedures for calculating wastewater utilization (e.g., equivalent dwelling unit (EDU) 
calculations).  The General Manager performed that review and presented the results at the July 
and August 2026 Board meetings.  At the August 2026 Board meeting, the General Manager 
completed the reporting on that item, and the Board directed the General Manager to begin a 
review and analysis of the Service Agreement with Sierra Lakes County Water District (SLCWD).  
This report summarizes the work performed to date. 
 
DISCUSSION 
The current agreement with SLCWD was negotiated over several years and many meetings 
between staff and Board committees from both agencies.  This analysis does not attempt to 
review or summarize those negotiations.  However, it is important to recognize that the agreement 
required substantial work by both agencies and represents a compromise reached by two willing 
parties. 
 
The basic terms of the agreement are: 

• The shared trunk sewer, treatment and disposal works, and associated facilities are 
owned solely and exclusively by Donner Summit Public Utility District (DSPUD), and are 
operated, maintained, and subject to the exclusive control of DSPUD. 

• Because of its financial contribution to the construction of the wastewater treatment plant 
and disposal works, SLCWD has a right to 40% of the capacity as established at the 
completion of plant construction.  The agreement capacity is 800,000 gallons per day, 
defined as the average of the flows measured on the highest three consecutive days. 

• The total cost of maintenance and operation (TCM&O), as defined in the agreement, is 
apportioned annually based on each district’s percentage of the preceding fiscal year’s 
flow. 

• TCM&O costs are defined by a list of DSPUD general ledger accounts included as Exhibit 
B to the agreement.  These accounts cover all labor, wages and benefits; equipment 
replacement and repair; supplies and services; use permit fees and land lease payments; 
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insurance; legal and accounting; and engineering design, analysis, and operational 
support fees. 

• An administrative charge of 14% applies and is reviewed every three years. 
• SLCWD makes monthly payments of one-twelfth of its share of the TCM&O. 
• DSPUD submits annual audited financial statements for SLCWD to review. 
• The cost of repairs, improvements, and modifications that do not expand capacity and are 

capital costs, called non-capacity-expanding improvements (NCE), is shared in proportion 
to each district’s current fiscal year flow. 

• DSPUD has sole discretion and decision-making authority over system modifications. 
• The cost of improvements that increase the total number of gallons that can be treated, 

called capital improvement capacity expanding (CICE), is shared in proportion to the 
additional capacity each district requests, unless a district does not want the additional 
capacity. 

• For any proposed or requested expansion of the permitted capacity, SLCWD may request 
the formation of a committee composed of two representatives from each Board to review 
the proposed improvements. 

• The agreement remains in effect until the SLCWD Board relinquishes its rights by 
resolution. 

• Amendments to the agreement must be proposed in writing to the other district and 
approved by a majority vote of each district’s Board of Directors at a Board meeting. 

 
The General Manager searched for similar agreements that could be compared to the agreement 
with SLCWD and located the following: 

• Amended and Restated Sacramento Regional Wastewater Management Program 
Master Interagency Agreement, dated April 20, 2021. 
(https://sacramento.granicus.com/MetaViewer.php?view_id=21&clip_id=4913&meta_id=
624910).  

• Ordinance 2-2015 of the Tahoe-Truckee Sanitation Agency Setting Forth the Rules and 
Regulations Governing the Agency’s Regional Sewerage System, dated May 13, 2015. 
(https://www.ttsa.ca.gov/DocumentCenter/View/305/02-2015-Rules-and-Regulations-
PDF). 

• Agreement for Moulton Niguel Water District to Provide Sewer Service to El Toro Water 
District for the Benefit of Tract No. 8800, dated November 15, 2025. 
(https://mnwd.community.diligentoneplatform.com/document/4e951cce-2f05-4ab0-bb36-
dc4dd1542496/). 

• Wastewater Service Agreement between Avila Beach Community Services District and 
the Port San Luis Harbor District, dated May 10, 2016. 
(https://www.portsanluis.com/DocumentCenter/View/1836/PSLHD-ABCSD?bidId=). 

• Interagency Agreement between the City of Solvang and the Santa Ynez Community 
Services District, dated September 14, 1998.  
(https://sycsd.specialdistrict.org/files/bae5dff28/CityofSolvangContract.pdf) 
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ANALYSIS 
 
A. OTHER SIMILAR AGREEMENTS 

 
Each of the above-listed agreements was reviewed and compared to the DSPUD and SLCWD 
arrangement. 
 
Sacramento Regional Wastewater Management Program (SacSewer) 
SacSewer is a separate regional entity responsible for wastewater treatment and a shared 
collection system.  It is governed by a 17-member Board of elected officials from the contributing 
agencies: Sacramento and Yolo Counties and the cities of Sacramento, Elk Grove, Citrus Heights, 
Folsom, Rancho Cordova, and West Sacramento.  Each contributing agency has a separate 
operating agreement that specifies which agency bills and collects the SacSewer rates.  
SacSewer calculates the rates, conducts the Proposition 218 process, and adopts the rates for 
all customers within the contributing agencies.  Rates are calculated on an equivalent single-
family dwelling basis. 
 
Tahoe-Truckee Sanitation Agency (TTSA) 
TTSA is a separate regional entity responsible for wastewater treatment and a shared collection 
system.  It is governed by a five-member Board of elected officials from the contributing agencies: 
Tahoe City Public Utility District (TCPUD), North Tahoe Public Utility District (NTPUD), Olympic 
Valley Public Service District (OVPSD), Truckee Sanitary District (TSD), and Alpine Springs 
County Water District (APSCWD).  TTSA calculates the wastewater treatment rates, conducts the 
Proposition 218 process, adopts the rates for all customers, and bills all customers within the 
contributing agencies.  Rates are calculated on an equivalent single-family dwelling basis. 
 
Moulton Niguel Water District and El Toro Water District 
This arrangement is similar to that of DSPUD and SLCWD, though on a much smaller scale.  
Moulton Niguel Water District (MNWD) owns and operates a wastewater treatment plant and has 
agreed to treat wastewater from 24 single-family homes that lie outside its service area and within 
the service area of El Toro Water District (ETWD).  MNWD calculates the residential rate for its 
customers and charges ETWD an amount equivalent to 24 dwelling units.  ETWD is billed twice 
a year and is responsible for billing the 24 individual dwelling units. 
 
Avila Beach Community Services District and Port San Luis Harbor District 
This arrangement is similar to that of DSPUD and SLCWD.  Avila Beach Community Services 
District (ABCSD) owns and operates a wastewater treatment facility that serves both ABCSD and 
Port San Luis Harbor District (PSLHD).  PSLHD has the right to 35% of the treatment capacity.  
Each quarter, PSLHD pays ABCSD a share of the operating and maintenance costs based on its 
proportional share of the actual organic loading, which is calculated quarterly from measured flow 
rates and biochemical oxygen demand (BOD).  The ABCSD plant capacity referenced in the 
agreement is 200,000 gallons per day, compared to 800,000 gallons per day under the DSPUD 
and SLCWD agreement. 
 
City of Solvang and Santa Ynez Community Services District 
This arrangement is similar to that of DSPUD and SLCWD.  The City of Solvang (Solvang) owns 
and operates a wastewater treatment facility that serves both Solvang and the Santa Ynez 
Community Services District (SYCSD).  SYCSD has the right to 19.33% of the treatment capacity.  
Actual operating and maintenance costs are allocated based on the proportional share of the flow 
and strength of the wastewater, and SYCSD makes monthly payments to Solvang based on the 
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annual budget.  The Solvang plant capacity referenced in the agreement is 1,500,000 gallons per 
day, compared to 800,000 gallons per day under the DSPUD and SLCWD agreement. 
 
The SacSewer and TTSA agreements stem from very different circumstances.  Both are true 
regional solutions: separate organizations with their own Boards and staff.  The other three 
agreements resemble the DSPUD and SLCWD arrangement in that each is an agreement 
between two independent districts, where one district treats wastewater generated outside its 
boundaries.  Two of these three agreements allocate operating and maintenance costs based on 
actual measured usage, as the SLCWD agreement does; however, they measure both flow and 
wastewater strength, while the SLCWD agreement allocates on flow alone.  The third outside-
area agreement charges based on the number of dwelling units served, in this case 24. 
 
B. WATER ENVIRONMENT FEDERATION MANUAL 
Correspondence received from customer Dr. Andrea Broaddus referenced the Water 
Environment Federation Manual of Practice No. 27 (MOP 27) and stated that “standard industry 
practice recommended by WEF M27 and broadly followed among California joint-facility agencies 
is a hybrid billing structure.”  The General Manager purchased and reviewed the online fifth edition 
of the manual and could not locate a recommendation for a hybrid billing structure for wholesale 
or contract customers.  Chapter 8 – Development and Design of a Schedule of Rates and Charges 
contains a short section titled Wholesale and Contract Customers (see Attachment 2).  It states 
that a cost-of-service-based rate for wholesale or contract customers can be developed at the 
same time as rates for other system customers; or a non-rate recovery mechanism can be used, 
such as flat monthly charges, budget allocation processes, or cost allocations with true-ups.  The 
current SLCWD agreement follows the latter approach of cost allocations with true-ups. 
 
MOP 27 Chapter 6 – Allocating Costs of Services to Cost-Causative Components provides 
additional guidance in Section 10.0.  It states that agencies need to take care to separate the 
costs that benefit wholesale or contract customers.  In the SLCWD agreement, Exhibit B serves 
this purpose by listing the specific DSPUD general ledger accounts included in TCM&O. 
 
C. SUMMARY AND NEXT STEPS 
Five agreements were located and compared to the existing SLCWD agreement.  Two of them, 
SacSewer and TTSA, arise from very different circumstances where there is a formal regional 
treatment agency composed of representatives from its member agencies.  The other three 
involve one agency treating wastewater from a neighboring agency.  Of those three, one charges 
based on equivalent dwelling units, and two allocate costs based on measured flow and 
wastewater strength.  The SLCWD agreement also allocates costs based on measured usage, 
but assumes that DSPUD and SLCWD wastewater have similar strength. 
 
MOP 27 was also reviewed for recommendations on wholesale and contract wastewater 
treatment agreements.  It does not recommend a specific methodology and treats both rate-based 
and non-rate recovery methods, such as cost allocations with true-ups, as valid. 
 
Therefore, the review conducted by the General Manager to date indicates that the SLCWD 
agreement fits within the framework of MOP 27 and is consistent with the methodology used in 
other outside area agreements in the State of California that were located during the research. 
 
The General Manager requests that the Board provide direction on any additional research or 
evaluation that would help the Board decide whether to pursue potential amendments to the 
SLCWD agreement. 
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FISCAL IMPACT 
There is no direct fiscal impact related to work performed on this item to date.  There is indirect 
fiscal impact in that this work requires time from the General Manager, which reduces the time 
available to work on other goals such as delivering capital projects, reviewing new connection 
applications, training and hiring staff, updating Board policies, implementing the cross-connection 
prevention program, and implementing administration improvements. 

 
CEQA ASSESSMENT 
This action is not a project under the California Environmental Quality Act (CEQA). CEQA review 
is not required. 
 
ATTACHMENTS 

1. Existing Agreement 
2. Section from MOP 27 
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