
ZONE 7 BOARD OF DIRECTORS 
FINANCE COMMITTEE 

DATE:  Wednesday, November 12, 2025 

TIME: 3:00 p.m. 

LOCATION:  Zone 7 Administration Building 
100 North Canyons Parkway, Livermore 

Director Benson 
Director Brown 
Director Narum 

A G E N D A 

1. Call Meeting to Order

2. Public Comment on Items Not on Agenda

3. Investment Report as of September 30, 2025 (Unaudited)

4. Proposed Municipal and Industrial Water Connection Fees for Calendar Year 2026

5. Proposed Conflict of Interest Policy for Progressive Design-Build Delivery Projects

6. Adjournment



September 30, 2025

Board of Directors
Zone 7 Water Agency
100 North Canyons Parkway
Livermore, CA  94551

Subject: Investment Report as of September 30, 2025 (Unaudited)

Dear Board Members:

Pursuant to Resolution No. 25-48, dated June 18, 2025, the Board adopted the Agency 
investment policy.  In accordance with Strategic Plan Goal H Fiscal Responsibility: Operate the 
Agency in a fiscally responsible manner, and Strategic Plan Initiative No. 21 Continue to 
effectively manage financial resources for the Agency in a prudent manner and in accordance 
with the Investment Policy, attached is the Agency quarterly informational investment report as 
of September 30, 2025.  Enclosed with this report is a detailed composition of investments held 

September 30, 2025.  This report reflects the 
market value and cost of purchase of the securities.

All Agency investments in this investment management portfolio conform to the investment 
policy and are in accordance with California Government Code Section 53600, et. seq. Below is 

(1) Money Market:  The Money Market Book Yield (Yield to Maturity at Cost) is not part of the overall securities YTM at Cost from PFM Asset
U.S. Bank as custody bank. 

In addition, the Agency has cash and investments pooled with the Alameda County Treasury. 
The County Treasurer acts as the disbursing agent for these funds for the Agency and the cash 
and investments are invested pursuant to investment policy guidelines established by the County 
Treasurer for the County.  

ITEM NO. 3
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As of September 30, 2025, the County Treasurer held approximately $185,143,030 (unaudited) 
for the Agency.  The amount held by the County Treasurer is sufficient to meet all operating 
cash needs for the Agency within the next six months.  Here is a link to the County investment 
reports: https://treasurer.acgov.org/reports/

I hereby certify that, to the best of my actual knowledge, this report includes all investments in 

policy dated July 1, 2024.  

Market value amounts are from PFM Asset Management which provides investment 
management services for the Agency.  U.S. Bank provides the Agency custody services.  Book 
value amounts include premiums or discounts and are adjusted at year end on the general 
ledger.

Sincerely,

_________________________
Osborn Solitei,
Treasurer

Attachment:  
Zone 7 Investment Performance Review for the Quarter Ended September 30, 2025

cc.  Valerie Pryor, General Manager







Current Market Themes

Source: Details on market themes and economic indicators provided throughout the body of the presentation. Bloomberg Finance L.P., as of September 30, 2025.

U.S. economy has been resilient but a cooling labor market presents risk

Inflation accelerated but Fed expects further price pressures to be short-lived

Uncertainty eased as tariff and fiscal announcements were digested

Fed cut rates for the first time in 2025
Fed Chair Powell acknowledged the difficulty in balancing the risks affecting labor
markets and inflation, but noted risks to the labor market were the Fed's focus

remain split, with 7 members favoring no additional cuts in 2025

Treasury yields moved lower across the curve in Q3
Front end Treasury yields moved lower on Fed rate cut expectations

Yields settled into a narrow trading range as market volatility eased

Credit spreads continued to tighten and neared historically narrow levels

For the Quarter Ended September 30, 2025

Market Update
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2023 2024 2025
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1.7%
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Consumption 
QoQ
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1.5%
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employment have risen. At the same time, inflation has risen recently and remains somewhat elevated. Recent indicators 

Worse Neutral Better

Source: FOMC Chair Jerome Powell Press Conference, September 17, 2025. Bloomberg Finance L.P., Bureau of Labor Statistics and Bureau of Economic Analysis as of August 2025. 
The shading represents the deciles of each data point using 30 years of historical data. 
*Median forecasts sourced from Bloomberg Finance L.P. as of October 2, 2025.

Economic Growth Rebounds Amid Sticky Inflation

For the Quarter Ended September 30, 2025
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Factors Influencing Slower Than Expected 
Pass-Through of Goods Inflation

Source: FOMC Chair Jerome Powell Press Conference, September 17, 2025. Bureau of Economic Analysis, and Bloomberg Finance L.P., as of August 2025 (left). Survey responses after 
September 26, 2025, included in mean and forecast range.
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Net new job creation nears zero

Sticky services inflation
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Front End Treasury Yields Move Lower
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weighted average life; spreads on agencies are relative to comparable maturity Treasuries. 
CMBS is Commercial Mortgage-Backed Securities and represented by the ICE BofA Agency CMBS Index.
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Source: ICE BofA 1-5 year Indices via Bloomberg Finance L.P. and PFMAM as of September 30, 2025. Spreads on ABS and MBS are option-adjusted spreads of 0-5 year indices based on 
weighted average life; spreads on agencies are relative to comparable maturity Treasuries. 
CMBS is Commercial Mortgage-Backed Securities and represented by the ICE BofA Agency CMBS Index.
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Source: ICE BofA Indices. ABS indices are 0-5 year, based on weighted average life. As of September 30, 2025.
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Fixed  Income Sector Outlook  4Q 2025

Sector Our Investment Preferences
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The Federal Open Market Committee (FOMC)
lowered the target range for the federal funds rate to
4.00-4.25% during the September 17th meeting, citing
weakening in the labor market.

U.S. Treasury yields across all maturities moved
lower over the quarter. The change in yields reflected
ongoing market sensitivity to the Fed, with concerns
regarding the labor market taking center stage amid
ongoing weakness. As a result of the Treasury rally,
total returns were positive for the quarter.

Federal Agency & supranational spreads remained
low and traded in a narrow range throughout Q3.
Excess returns remained muted in part due to limited
issuance, which is a trend we expect to continue.

Investment-Grade (IG) corporate bonds generated
strong excess returns as spreads narrowed to multi-
year lows across most maturities. Lower-quality and
longer-duration bonds led performance, supported by
strong investor demand.

Asset-Backed Securities spreads tightened but
remain modestly elevated versus 12-month lows.
While excess returns were positive, they lagged those
of IG corporates. Auto loan collateral modestly
outperformed credit card-backed securities.

Agency-backed mortgage-backed securities
(MBS) delivered solid performance with positive
excess returns across the board.  Longer-duration
MBS stood out as a top-performing IG sector in Q3.
Agency-backed commercial MBS (CMBS) also
posted positive excess returns for the quarter.

Short-term credit (commercial paper and negotiable
bank CDs) yields declined as Treasury issuance
surged and the Fed cut rates. Short-end yield spreads
widened over the quarter and demand remained
strong as investors viewed the sector as a hedge
against future rate cuts.

Fixed-Income Sector Commentary 3Q 2025

The views expressed within this material constitute the perspective and judgment of PFM Asset Management at the time of distribution (09/30/2025) and are subject to change. Information is 
obtained from sources generally believed to be reliable and available to the public; however, PFM Asset Management cannot guarantee its accuracy, completeness, or suitability.

For the Quarter Ended September 30, 2025
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Fixed-Income Sector Outlook  4Q 2025

The views expressed within this material constitute the perspective and judgment of PFM Asset Management at the time of distribution (09/30/2025) and are subject to change. Information is 
obtained from sources generally believed to be reliable and available to the public; however, PFM Asset Management cannot guarantee its accuracy, completeness, or suitability.

U.S. Treasury volatility is expected to increase from
multi-year lows given both fiscal and monetary policy
uncertainty. The potential collective impact of further
policy changes on economic growth, inflation, and
labor markets are unknown. We expect to see an
ongoing steepening of the yield curve given the
expectation for future Fed rate cuts.

Federal Agency & Supranational spreads are likely
to remain at tight levels. Government-heavy accounts
may find occasional value on an issue-by-issue basis.

Taxable Municipals continue to see little activity due
to an ongoing lack of supply and strong demand
which continues to suppress yields in both the new
issue and secondary markets. We expect few
opportunities in the near term.

Investment-Grade (IG) Corporate bond
fundamentals and valuations weakened while
technicals have improved modestly. We will evaluate
opportunities with a focus on industry fundamentals
and issuer credit quality while identifying rich holdings
to tactically reduce allocations.

Asset-Backed Securities fundamentals remain intact
and credit metrics have normalized. Consumer credit
trends will depend on the labor market and the

which tends to work on a lag. We expect spreads to
continue to exhibit volatility with a bias towards
widening, while low issuance in Q4 will support
technicals in the sector.

Mortgage-Backed Securities are expected to
underperform over the short term with spreads at their
narrowest levels in 3-years. We may use any
meaningful spread widening to add at more attractive
levels.

Short-term credit (commercial paper and negotiable
bank CDs) spreads in Q4 will continue to be primarily
driven by expectations about monetary policy
decisions by the FOMC. Given the positively sloped
shape of the money market yield curve, we favor a
mix of floating rate securities in the front end and fixed
rate securities in longer maturities.

For the Quarter Ended September 30, 2025
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Factors to Consider for 6-12 Months 

Stance Favorable 
to Risk Assets 

Stance Unfavorable 
to Risk Assets 

Current outlook Outlook one quarter ago

Statements and opinions expressed about the next 6-12 months were developed based on our independent research with information obtained from Bloomberg Finance L.P. and FactSet. The views 
expressed within this material constitute the perspective and judgment of PFM Asset Management at the time of distribution (9/30/2025) and are subject to change. Information is obtained from sources 
generally believed to be reliable and available to the public; however, PFM Asset Management cannot guarantee its accuracy, completeness, or suitability.

For the Quarter Ended September 30, 2025
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ITEM NO. 4 

 

 
 
 
 
DATE: November 12, 2025 
 
TO:  Finance Committee 
 
FROM:         Osborn Solitei, Treasurer/Assistant General Manager – Finance 
                             
SUBJECT:    Proposed Municipal & Industrial Water Connection Fees for Calendar Year 2026 
 
SUMMARY: 
 
• The proposed action is in support of Strategic Plan Goal H– Fiscal Responsibility: Operate 

the Agency in a fiscally responsible manner and Strategic Initiative No. 5 - Develop a 
diversified water supply plan and implement supported projects and programs. In carrying 
out these fiscal responsibilities, the Agency sets rates and fees, such as the Municipal and 
Industrial Connection Fee, to recover the cost of service. 

 
• Zone 7 established the Municipal & Industrial Connection Fee Program in 1972 to establish 

water connection fees for new development to fund water system expansion projects 
required to serve additional water demands from new development. 

 
• The Board resolved, with the adoption of the 2002 Connection Fee (Resolution No. 02-

2450), that the basic fee be updated annually based on the Engineering News Record 
Construction Cost Index (ENRCCI), or as warranted to keep pace with current plans and 
projections based on periodic reviews.  

 

• For the calendar year (CY) 2026 connection fees, staff recommend adjusting the current 
fees by the change in the ENRCCI from September 2024 to September 2025, which is 
+2.2%. The new fees will be implemented starting February 1, 2026, because 60 days 
must pass between adoption and implementation under the Mitigation Fee Act. 
 

• The resulting fees per Dwelling Unit Equivalent (DUE) (standard 5/8” meter) are in the 
following table: 

  
 CY 2025 

Current Fees  
CY 2026 

Proposed Fees  
Alameda County per DUE $34,910 $35,670 

Dougherty Valley per DUE $33,490 $34,220 

 
• A Connection Fee Study update is underway and planned for completion by Spring 2026. 
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DISCUSSION: 
 

• The last comprehensive connection fee study was performed in FY 2016-17 by the financial 
consulting firm, NBS (2017 Study). The 2017 Study found that fees are compliant with the 
State of California Mitigation Fee Act (Government Code 66000, et seq.), which requires a 
rational nexus between the fees and program costs. Since 2017, fees have been adjusted 
annually based on the ENRCCI, consistent with the 2017 Study's recommendation and past 
Board actions. The Mitigation Fee Act states that studies shall be updated at least every 
eight years, beginning on January 1, 2022. 

 
• The Connection Fee Study will be informed by the 2020 Urban Water Management Plan 

Update, 2022 Water Supply Evaluation Update, and forthcoming Demand Assessment and 
Ten-Year Water System Capital Improvement Plan (CIP).  The study will identify the water 
supply projects needed to serve future water demands and determine the revenue required 
to fund the projects. 

  
• In June 2023, the Board adopted the FY 2024-25 Five-Year Water System CIP (Resolution 

No. 23-50).  The Five-Year Expansion CIP totals $191M, which will be funded by water 
connection fee revenue.  More information on the CIP can be found in the FY 2024-25 
Five-Year Water System CIP Report.  
 

• Connection Fee Survey: The table below shows a connection fee survey of other Bay Area 
water agencies. All agencies surveyed review connection fees at regular intervals ranging 
from every 3 to 10 years and update the fees annually for inflation. 

 
District Meter Size Fee 

Alameda County Water District 3/4" $11,130 

Contra Costa Water District 5/8" $30,985 

East Bay Municipal Utility District - Zone 3
1
 3/4" $40,614 

Marin Municipal Water District 

Single Family or Duplex 
connections with meter size 

up to 1" $16,740 

Zone 7 Water Agency (proposed) 5/8" $35,670 
1EBMUD Zone 3 includes the cities of Danville and San Ramon 

 
• Upon the Finance Committee’s concurrence, this item will be presented at the 

November 19, 2025, Board Meeting for adoption. 
 
FUNDING: Water connection fee revenue accrues to Fund 130 – Water Enterprise Capital 
Expansion Fund. 
 
RECOMMENDED ACTION: Discuss and provide direction. 
 
ATTACHMENT: Fund 130 – Water Enterprise Capital Expansion Fund Details 

https://www.zone7water.com/sites/main/files/file-attachments/fy_2024-25_water_system_cip_5-year_water_system_cip_final_0.pdf?1689189474
https://www.zone7water.com/sites/main/files/file-attachments/fy_2024-25_water_system_cip_5-year_water_system_cip_final_0.pdf?1689189474


 

Attachment A 

Fund 130 – Water Enterprise Capital Expansion Fund Details 

The purpose of this fund is to ensure that Zone 7 can meet future water demands. 
Funding for this program comes from connection fees in conformance with the Board’s 
stated policy that new development pays its own way.  

Table 1 shows the history of water connection fees since 2022.  

Table 1 - Water Connection Fee History 

Effective Date Alameda County Dougherty Valley % Change 

January 1, 2022 $31,910 $30,620 8.4% 

January 1, 2023 $33,730 $32,360 5.7% 

January 1, 2024 $34,530 $33,130 2% 

January 1, 2025 $34,910 $33,490 1.1% 

January 1, 2026 (Proposed) $35,670 $34,220 2.2% 
 

Table 2 shows a three-year history of Fund 130 project expenses and revenue. 

Table 2 - Fund 130 – Water Enterprise Capital Expansion 

Project 
FY 2023-24 

Audited 
Actual 

FY 2024-25 
Unaudited 

Actual1 

FY 2025-26 
Amended 

Budget 

South Bay Aqueduct Enlargement Debt 
Service 

$13,604,000  $13,594,000  $14,400,000  

PPWTP Upgrades 755,000 159,000  

PPWTP Ozonation 392,000 75,000  

Future Contractor’s Share of the SBA 3,000,000 3,000,000 3,000,000  

Debt Service Costs2 292,000 278,000 1,100,000  

CIP Management/Expansion Program 
Planning 

55,000 45,000  

Chain of Lakes (COL) Pipeline 64,000 103,000 470,000  

Sites Reservoir - Phase I3 570,000 467,000 150,000  

Los Vaqueros Reservoir Expansion 
Project Planning3 

288,000 25,000  

Joint Regional Groundwater 
Development Project Test Wells 

  1,069,000 383,000  

Contingency     500,000  

North Canyons Renewal/Replacement      2,000  

Transmission System Planning Update     50,000  

Well Master Plan     525,000  

Misc Expansion Program Costs 231,000 757,000 250,000  

Total Expenses $19,251,000  $19,572,000  $20,830,000  

Total Revenue $17,740,000  $30,909,000  $13,835,000  

Revenue over Expenses (use of 
reserves) 

($1,511,000) $11,337,000  ($6,995,000) 

1FY 2024-25 amounts are unaudited. 
2FY 2025-26 amount is listed on a budgetary basis.  
3Project expenses adjusted for trust transfers. 
Amounts are rounded to the nearest thousand. 

 



ITEM NO. 5 

 

 
 
DATE: November 12, 2025 
 
TO:  Finance Committee  
 
FROM: Chris Hentz, Assistant General Manager – Engineering 
                                 
SUBJECT: Proposed Conflict-of-Interest Policy for Design-Build Projects 
 
SUMMARY: 
 
• The proposed action is in support of several elements of the Strategic Plan, including 

Goal B – Reliable Water Supply and Infrastructure, Goal C – Provide Customers with 
Safe Water, and Goal H – Fiscal Responsibility. 
 

• Consistent with Zone 7’s Purchasing Policy and California Public Contract Code 22171, 
Zone 7 is authorized to use the progressive design-build process for up to 15 public 
works projects (approx. three (3) public works projects per year) in excess of $5 million 
for each project for the production, storage, supply, treatment, or distribution of any 
water from any source. 
 

• Zone 7 is currently using the progressive design-build process to implement the Mocho 
PFAS Treatment Plant Project. 
 

• California Public Contract Code 22171.5 requires that Zone 7 develop guidelines for a 
conflict-of-interest policy regarding services relating to the solicitation of a design-build 
project. The attached Draft Conflict-of-Interest Policy for Design-Build Projects complies 
with the California Public Contract Code 22171.5.  

 
Staff seek feedback from the Finance Committee on the proposed draft Conflict-of-Interest 
Policy. Staff plans to bring the proposed Conflict-of-Interest Policy to the November 18, 2025, 
Board meeting for adoption. 
 
FUNDING: 
 
N/A 
 
RECOMMENDED ACTION: 
 
Discuss and provide feedback on the proposed policy. 
 
ATTACHMENT: 
 
• Draft Conflict-of-Interest Policy 



 

DRAFT 

 

 
POLICY AND PROCEDURE 

 

 

POLICY TITLE: Conflict of Interest Policy 
for Design-Build Projects 

NUMBER: 
2025-02 

PAGE: 
1 of 2 

APPROVED BY: 
Zone 7 Board 

REVISION: EFFECTIVE DATE:  
 

 
1. PURPOSE 

 
 The purpose of this policy is to establish a standard organizational conflict of interest policy 

applicable to design-build project procurements and consistent with requirements of California 
Public Contract Code section 22171.5, et seq. and the Zone 7 Water Agency (“Agency”) 
Purchasing Policy related to projects delivered using the progressive design-build process. 

 
2. POLICY STATEMENT 

 
 California law requires local agencies entering into design-build contracts to develop 

guidelines for a conflict-of-interest policy. 
 

“California Public Contract Code 22171.5: A local agency entering into design-build 
contracts authorized under this chapter shall develop guidelines for a standard 
organizational conflict-of-interest policy, consistent with applicable law, regarding the 
ability of a person or entity that performs services for the local agency relating to the 
solicitation of a design-build project, to submit a proposal as a design-build entity, or to 
join a design-build team.” 
 
3. APPLICABILITY 

 
 This policy applies to any entity or person that performs services on behalf of the Agency 

relating to the solicitation of a design-build project, the submission of proposals as a design- 
build entity, or as a member of a design-build team. 

 
4. POLICY 

 
 Contractors and consultants proposing a design-build project or joining a design-build team may 

not have an organizational conflict of interest. Organizational conflicts of interest are created by 
circumstances arising out of consultants' or contractors' existing or past activities, business or 
financial interests, familial relationships, contractual relationships, or organizational structure that 
result in: (i) impairment or potential impairment of consultants' or contractors' ability to render 
impartial assistance or advice to the Agency, (ii) impairment or potential impairment of 
consultants’ or contractors’ objectivity in performing work for the Agency, (iii) an unfair 
competitive advantage for any Proposer with respect to the Agency’s procurement, or (iv) a 
perception or appearance of impropriety or unfair competitive advantage with respect to any of the 
Agency’s procurements or contracts (irrespective of whether such perception is accurate). 



 

 
 Persons or entities are considered to have an organizational conflict of interest and may be 

barred from submitting a proposal as a design-build entity or as part of a design-build team, 
or join a design-build team at any point during the design-build contract if any of the following 
are true: 

 
• They have a conflict of interest as described in California Government Code 1090. 
• They participated in the development of the progressive design-build solicitation 

documents, or development of the scope of work beyond conceptual, preliminary, or 
initial plans or specifications for the project. 

• They provided services to the Agency associated with oversight of any work associated 
with the design-build project, including design review, construction inspection, 
construction management, or other. 

 
 Persons or entities that provided technical services may not have a conflict of interest, 

provided that those services do not result in a competitive advantage over other persons or 
entities considering proposing on or joining a design-build team. 

 
5. DETERMINATION OF A CONFLICT OF INTEREST FOR DESIGN-BUILD 

SOLICIATIONS AND CONTRACTS 
 
 It is the sole responsibility of proposers and the contracted design-build entity to avoid any 

conflict of interest under those rules, to disclose any conflicts of interest to the Agency, and 
to appropriate action to address those conflicts, consistent with the law. 

 
 Nothing in this Policy is intended to limit, modify or otherwise alter the effect of other relevant 

federal, state, or local regulations, statutes or rules. The Agency shall be entitled to pursue any 
and all appropriate legal remedies related to confirmed or alleged conflicts of interest under 
these laws and statutes. 

 
6. POLICY REVIEW 

 
 The General Manager will be responsible for reviewing and updating this Conflict-of-Interest 

Policy every five years and presenting any recommended revisions to the Board of Directors 
for adoption. 

 
7. HISTORY 

 

Date Action Resolution 
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