MINUTES OF THE ADJOURNED REGULAR MEETING
OF THE BOARD OF DIRECTORS OF
COUNTY SANITATION DISTRICT NO. 20
HELD AT THE ANTELOPE VALLEY TRANIST AUTHORITY
AND AT THE KENNETH HAHN HALL OF ADMINISTRATION
VIA TELECONFERENCE

November 25, 2024
11:30 o’clock, A.M.

The Board of Directors of County Sanitation District No. 20 of Los Angeles County met pursuant to
adjournment as declared by the Secretary at the cancelled regular meeting held November 14, 2024, in the absence of
all members, both in person and via teleconference. The Secretary reported that a copy of the Notice of Adjournment
was posted as required by law and that proper affidavits of the posting are on file in the Secretary’s Office.

There were Laura Bettencourt, Director from Palmdale
present: Richard Loa, Alternate Director from Palmdale
Kathryn Barger, Alternate Director from Los Angeles County, via teleconference

Absent: None

Also present: Kimberly S. Christensen, Secretary to the Board
Robert Ferrante, Chief Engineer and General Manager
Jessica Lienau, District Counsel, via teleconference
Alfred Smith, Assistant District Counsel

Upon motion of Director Bettencourt, duly seconded and unanimously carried, Director Loa was elected
Chairperson pro tem.

During the District No. 14 meeting, Mr. Marvin Crist, City of Lancaster, called upon the Chairperson to
lead the Pledge of Allegiance.

During the District No. 14 meeting, in accordance with the Brown Act, the Secretary made the
announcement that in accordance with the disclosure requirements of Government Code Section 54952.3, each
member of the Districts’ Boards of Directors meeting today is entitled to receive compensation in the amount of
$125 for each meeting attended.

RE: PUBLIC COMMENT The Chairperson pro tem announced this was the time for
any questions or comments by members of the public.
There were no public comments or questions to address to Board on any matters.

RE: MINUTES Upon motion of Director Bettencourt, duly seconded and
unanimously carried by a roll-call vote, the minutes of
the regular meeting held October 10, 2024, were approved.

RE: DISTRICT EXPENSES The following expenses for the month of August 2024,
were presented and upon motion of Director Bettencourt,
duly seconded and unanimously carried by a roll-call vote, were approved:

Local District Expenses:

Operations & Maintenance $1,207,722

Capital 520,485

Legal 316
Allocated Expenses:

Joint Administration 123,427

Technical Support 119,507

Legal 839
Total Expenses $1,972,296
RE: FINANCIAL MANAGEMENT - INTRODUCE The Chief Engineer and General Manager advised that
DIRECTOR COMPENSATION ORDINANCE the Director Compensation Ordinance (Ordinance) was

presented to the Board for consideration and
introduction. In May 2024, the Personnel Committee provided direction to draft a new Ordinance as the stipend
has not changed since 2001. The proposed Ordinance would increase compensation to $175 per meeting, which
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is equivalent to a 1.7 percent annual increase since the last compensation increase. For Directors attending
multiple meetings on the same day, they would be compensated at $125 per meeting, which is unchanged from
the existing stipend. Additionally, the proposed Ordinance institutes an annual cost-of-living adjustment to
match the Consumer Price Index, not to exceed five percent, effective July 1 of each fiscal year (starting on
July 1, 2026). This item is consistent with the Districts” Guiding Principle of commitment to fiscal responsibility
and prudent financial stewardship. A copy of the Ordinance accompanied the agenda. A recommendation was
made to waive the reading of the Ordinance in its entirety.

Both Boards will be introducing the proposed Ordinance to set the compensation amount to $175 for
attendance to one meeting and $125 per meeting for attending more than one meeting. Most Boards previously
took action at their recent Board meetings. Meetings include board meetings, committee meetings, and other
events.

Director Barger stated that the Personnel Committee discussed the matter extensively in multiple
meetings and agreed with the proposed ordinance. She advised that she is agnostic about the matter and does not
have any comments for or against the item.

The Chief Engineer and General Manager stated that some Directors felt uncomfortable about approving
an increase in Director compensation. Directors have the option to waive compensation.

In response to the Chairperson pro tem, the Chief Engineer and General Manager stated that each District
can approve a different compensation amount, although if all Districts adopted the same compensation amount,
it would be more efficient to administer.

In response to the Chairperson pro tem, Director Barger stated that she does not feel strongly one way
or the other. Some of the Directors were concerned about travel and taking time off from work for meetings in
Whittier.

The Chairperson pro tem requested a motion to modify the ordinance for Director compensation in the
amount of $200 total per day, whether a Director attends one or two District meetings. In response to the
Chairperson pro tem, Mr. Matt Eaton, Deputy Assistant Chief Engineer and Department Head of Financial
Management, stated that the amount can be adjusted in the proposed Ordinance.

Upon motion of the Chairperson pro tem, duly seconded and unanimously carried by a roll-call vote, the
introduction for Director compensation was modified to $200 total per day, whether a Director attends one or
two District meetings.

Director Bettencourt stated that she waives compensation.

Upon motion of Director Bettencourt, duly seconded and unanimously carried by a roll-call vote, the
Director Compensation Ordinance (Ordinance) was introduced, modified to provide for compensation of $200
total per day for attending either one or two meetings, and after reading of the title thereof, further reading of the
Ordinance was waived.

RE: SOLID WASTE MANAGEMENT The Board previously approved the issuance of a
ELECTRIC VEHICLE CHARGING STATION AT purchase order to Mackone Development, Inc., for the
PALMDALE WATER RECLAMATION PLANT installation of an Electric Vehicle (EV) charging station

GRANT AGREEMENT BETWEEN COUNTY at the Palmdale Water Reclamation Plant (WRP).
SANITATION DISTRICT NO. 20 OF LOS Subsequently, the District was awarded a grant from the
ANGELES COUNTY AND ANTELOPE VALLEY Antelope Valley Air Quality Management District
AIR QUALITY MANAGEMENT DISTRICT (AVAQMD) in the amount of $112,500, or up to 50
CONTRACT NO. 5670 - APPROVE percent of the cost of the EV charger and installation

cost. This item is consistent with the Districts’ Guiding
Principle of commitment to fiscal responsibility and prudent financial stewardship. A recommendation was made
to approve and order executed a Grant Agreement Between County Sanitation District No. 20 of Los Angeles
County and Antelope Valley Air Quality Management District related to the funding for an EV charging station
at the Palmdale WRP.

Upon motion of Director Barger, duly seconded and unanimously carried by a roll-call vote, the Board
of Directors of County Sanitation District No. 20 of Los Angeles County found and determined that it would be
to the advantage of the District to enter into a Grant Agreement Between County Sanitation District No. 20 of
Los Angeles County and Antelope Valley Air Quality Management District providing for award of a grant in the
amount of $112,500, or up to 50 percent of the cost of the EV charger and installation cost, as set forth in the

District No. 20; Book 9; November 25, 2024; ARM; Page 2 of 7



Agreement and under terms and conditions contained therein. All the terms and conditions of the Grant
Agreement Between County Sanitation District No. 20 of Los Angeles County and Antelope Valley Air Quality
Management District, Contract No. 5670, dated November 25, 2024, were accepted and approved, and the
Chairperson and Secretary were authorized to execute the Agreement on behalf of the District.

Upon motion of Director Bettencourt, duly seconded and unanimously carried by a roll-call vote,
Districts Nos. 14 and 20 met in joint open session for the next two items. The Directors present were as follows:
Marvin Crist, District No. 14; Richard Loa, Districts Nos. 14 and 20; Kathryn Barger, Districts Nos. 14 and 20;
and Laura Bettencourt, District No. 20.

RE: DISTRICTS NOS. 14 AND 20 The Chief Engineer and General Manager stated the
INTER-DISTRICT LOANS - JOINT SESSION Boards directed staff to investigate the possibility of
DISCUSS utilizing District No. 14 funds to assist with capital

finance needs in District No. 20, specifically in the form
of a loan, a loan guarantee, or other similar debt instrument. He introduced Mr. Matt Eaton, Deputy Assistant
Chief Engineer and Department Head of Financial Management, to give a presentation regarding inter-district
loans.

Mr. Eaton discussed key considerations regarding inter-district loans based on staff and legal review.
He explained that Districts may invest in bonds of another District if the investment provides a benefit to the
investing District. Funds cannot be pledged for another District’s debt. Funds cannot be “gifted” to another
District, which is a gift of public funds and in violation of Proposition 218.

Chairperson pro tem Crist requested input from District Counsel regarding loans.

In response to Chairperson pro tem Crist, Ms. Jessica Lienau, Districts’ Counsel, stated that public funds
cannot be loaned to another District, except under limited circumstances that do not result in a gift of public
funds. A detailed memo was prepared and was distributed to the Directors. Mr. Eaton stated that funds derived
from user fees cannot be loaned to another public agency. A District can purchase bonds from another agency
or District. The bonds must be purchased at the fair market value. If the bonds are purchased below market value,
then there would be a “gift of public funds” and a Proposition 218 issue. The purchase of bonds must also benefit
the buying District.

District No. 14 can loan non-user charge revenue derived from ad valorem taxes and recycled water
sales revenue (represents approximately 12 percent of all District No. 14 revenue sources) at fair market interest
rates, under limited conditions. This would not result in interest rate savings for District No. 20 and would not
resolve coverage concerns. District No. 20 requires coverage for existing bonds and new debt. A loan to District
No. 20 limits flexibility of District No. 14 reserves. District No. 14 can purchase bonds from District No. 20,
although there is no benefit to either District without violating gift of public funds restrictions.

In response to Chairperson pro tem Crist, Mr. Eaton stated that the Board and ratepayers decide what is
in the best interests of the District. Districts are always subject to Proposition 218. Although Proposition 218
includes rate increase notification requirements, its primary function is to ensure user fees are proportional to
the services provided to each user, and that they reflect the actual cost of service. User fees cannot be used for
other purposes.

In conclusion, Mr. Eaton stated that inter-district loans are not a solution and there is no path forward to
provide benefit to either District.

Upon motion of Chairperson pro tem Crist, duly seconded and unanimously carried by a roll-call vote,
the staff’s report regarding inter-district loans was received and filed.

RE: DISTRICTS NOS. 14 AND 20 The Chief Engineer and General Manager stated that
CONSOLIDATION REPORT - JOINT SESSION Raftelis Financial Consultants, Inc., (Raftelis) was hired
DISCUSS to develop a report on the financial considerations and

impacts of a potential consolidation of Districts Nos. 14
and 20. He introduced Mr. Matt Eaton, Deputy Assistant Chief Engineer. Mr. Eaton then introduced Mr. Kevin
Kostuik, Project Manager, and Mr. Jim Armstrong, Organization Advisor, with Raftelis to give a presentation
on their findings.

Mr. Kostuik advised that he and Mr. Armstrong had conversations with each Board member, staff, and
legal counsel. The rest of Raftelis’ team (photos shown on a slide) provided support.
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The goal of the study was to evaluate the financial consideration and impacts of consolidation of District
Nos. 14 and 20. The study needed to consider what the rate impacts would be to each District’s customers; a full
or partial consolidation; and an immediate or phase-in rate alignment.

In response to Chairperson pro tem Crist, Mr. Kostuik stated the Districts must have separate rates based
on cost of service. The Districts are not interconnected and have their own unique costs. Having the same rates
could result in a Proposition 218 challenge. Raftelis looked at interconnection alternatives and they were not
feasible or cost effective. Their projections show rates will continue to diverge over time.

In response to Chairperson pro tem Crist, Mr. Kostuik stated that a blended rate for a combined District
approved through a Proposition 218 process would still be subject to challenges by District No. 14 ratepayers.

Mr. Kostuik discussed a summary of findings, as was shown on a slide. There are no operational or
economic reasons to consolidate the Districts. Each District’s system has unique costs of service. A consolidated
District would need to maintain separate rate areas. The cost to connect the systems is substantially more than
keeping them separate. Blending the Districts would pose a challenge to Proposition 218.

Data used for the study included the following:

e LACSD Long-Range Financial Plan Models for District No. 14 and District No. 20

e Revenue sources, Operations and Maintenance (O&M) costs, forecast assumptions, 20-year
capital improvement program, and reserves policies

e Alternative long-term capital scenarios connecting the systems via conveyance (Alternate 1)

and treatment facilities (Alternate 2)

Treatment plant information and staffing

Sewer system age information, condition assessment, and maintenance staffing

National benchmarking metrics via the American Water Works Association (AWWA)

Interviews with Board members

Interviews with LACSD legal counsel, Los Angeles Local Agency Formation Commission

(LAFCO) staff, and LACSD staff

A flow chart showing revenue requirements and financial planning elements was discussed.

Raftelis reviewed staff’s financial planning assumptions and they appear reasonable based on their
experience in the region. Districts Nos. 14 and 20 rates are projected to further diverge in the next 20 years.

Mr. Kostuik discussed analysis of the Districts’ systems, as were shown on a slide. Water Reclamation
Plants (WRPs) are of a similar age and plant re-investment schedule. Both were upgraded to tertiary treatment
at the same time. The Lancaster WRP (District No. 14) benefits from some scale in treatment capacity relative
to operating costs. Effluent Management costs are cheaper in District No. 14 due to scale and ability to discharge
to Piute Ponds. Overall, sewer pipelines in District No. 20 are significantly younger than District No. 14.
Pipelines in District No. 14 include a significant portion of old and poor condition pipe. Sewer system differences
are reflected in annual maintenance costs and staffing differences between the Districts.

Capital programs expenses in the next 20 years were shown on a bar graph. District No. 20 has
substantially more capital in the short-term and will taper off in the long-term. District No. 14 shows less capital
in the short-term with more capital needs in the long-term.

Regarding debt service (existing and planned), District No. 14 has more debt service in aggregate. This
District has a lot of borrowing capacity and can mitigate rates.

Substantive requirements of Proposition 218 were discussed. A key requirement states, “The amount of
the fee or charge imposed upon any parcel shall not exceed the proportional cost of service attributable to the
parcel.” To assuage Proposition 218 and have one rate for a consolidated District, the systems must be
interconnected in some way. Absent interconnection or joint treatment, a consolidated District would need to
maintain separate service area rates based on the different cost of service. If consolidated without
interconnecting, financials and user rates would still need to be kept separate.

Chairperson pro tem Crist asked if the Districts would be in violation of Proposition 218 if both Districts
were combined and there was a new Proposition 218 with a new rate to add 99 cents per unit for five years.

In response to Chairperson pro tem Crist, Mr. Kostuik advised that a Proposition 218 process with a new
rate under consolidated Districts would pose a challenge, such that District No. 14 ratepayers could state that
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they are subsidizing District No. 20. Proposition 218 contains a procedural requirement of notification, but it
also has a substantive requirement that rates reflect, as closely as possible, the actual cost of service for each
user.

Chairperson pro tem Crist stated that the intention is not to lower fees to subsidize District No. 20, but
to level the two Districts. The Chief Engineer and General Manager stated this would be a lowering of District
No. 20 rates.

In response to Chairperson pro tem Crist, Mr. Kostuik stated that one rate for both Districts is implying
that Boards are lowering the service charge for District No. 20 compared to District No. 14.

Chairperson pro tem Crist stated that one-third of the City of Palmdale is in District No. 14. His belief
is that District No. 20 rate of $622 per year is too high. He stated that Mr. Eaton previously told the Board the
bond ratings would go down if rate increases were not approved. However, it has been the opposite as the District
No. 14 rating recently improved. District No. 20 ratepayers could say their rates are a violation of Proposition
218 because they are paying too much. If there is a new Proposition 218, then all of it goes away. He further
stated it is not true that they cannot combine rates under Proposition 218. He stated it was his opinion that
District No. 20 is overpaying by $134.60 per year.

In response to Chairperson pro tem Crist, Mr. Kostuik stated that data shows that District No. 14 costs
are lower than costs for District No. 20. Both Districts have unique and different costs to serve their respective
service areas. District No. 14 has more efficient service from a cost standpoint due to its size and other operating
and capital requirements.

In response to Chairperson pro tem Crist, Mr. Kostuik stated that blending the two under a new
Proposition 218 rate process does not negate the different costs of service. From a Proposition 218 standpoint,
rates will go up in District No. 14.

Chairperson pro tem Crist stated that rates in District No. 14 have not gone up in five years and that
District No. 20 overcharges. There would be additional value of scale in a combined District. District No. 20
rates have to go down.

Mr. Kostuik stated it is likely a violation of Proposition 218 to blend rates for two separate systems with
different costs of service for users in each system.

In response to Director Bettencourt, the Chief Engineer and General Manager advised that, currently,
the two systems are completely separate.

In response to Chairperson pro tem Crist, Mr. Kostuik stated that he deferred to legal counsel regarding
Proposition 218 legal requirements. Each District has unique rates and debt service and they are unconnected
systems. Furthermore, the Chief Engineer and General Manager stated, in this case, there are two separate
systems and the costs don’t diminish with consolidation. District No. 20 has separate issues that drive the need
for rate increases.

In response to Chairperson pro tem Crist, the Chief Engineer and General Manager stated that a rate
increase was not proposed for District No. 14 because the District previously pushed back a large capital project.
Had that project moved forward, District No. 14 would have needed a rate increase. District No. 14 is in good
shape and has ample reserves. Staff was unable to do the same with District No. 20.

In response to Chairperson pro tem Crist, the Chief Engineer and General Manager stated each District
is a self-contained entity. He went back to the slide showing the analysis of the Districts’ systems. He stated
that if District No. 14 added more units to its service area, the costs would be spread over a larger rate base and
achieve economies of scale, therefore lowering rates. If District No. 20 added more units, the result would be
the same. If the two Districts merge, no units are added. Each District would continue to operate as separate
systems with separate costs. Staff looked at the possibility of merging and achieving economies of scale by re-
ymiting flow to connect infrastructure, but the cost would be too excessive. Thus, consolidation would not result
1n lower costs.
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Mr. Kostuik continued his presentation. He discussed a slide showing conceptual capital scenarios to
connect the systems. Alternative 1 connects influent and effluent facilities and expands the Lancaster Water
Reclamation Plant (WRP) to 26 million gallons per day (MGD) in 2050. Alternative 2 connects the influent and
effluent facilities, shuts down the Palmdale WRP, and expands the Lancaster WRP to 36 MGD in 2050. Lastly,
the “Do Nothing Alternative” would be status quo for both Districts (i.e., no system interconnection). He
reviewed costs for each alternative.

. . Do Nothing Do Nothing
Alt t 1 Alt i 2
_ ernative eratVe 2 | alternative (D14) | Alternative (D20

Capital Cost $454,000,000 $549,000,000 $102,000,000 $90,000,000
g:rj:-::;?}d Capital Cost (Debt $28,440,572 $34,391,793 $6,389,732 $5,637,999
(Annual O&M Savings) $0 ($2,700,000) $0 $0
Net Annual Cost $28,440,572 $31,691,793 $6,389,732 $5,637,999
Sewage Units 112,807 112,807 69,254 43,553
$/Sewage Unit $252.12 $280.94 $92.27 $129.45

In conclusion, Mr. Kostuik wrapped up his presentation stating that there are no operational or economic
reasons to consolidate the Districts. Both Districts benefit from efficiency in operating and administrative costs
being part of an umbrella organization (County Sanitation Districts of Los Angeles County). The two systems
are physically unconnected and the cost to connect the systems is substantially more than keeping them separate.
The Districts’ infrastructure has unique costs of service due to differences in the service areas’ user revenue
base; treatment operations scale at the Lancaster WRP; distinct differences in Districts Nos. 14 and 20’s sewer
system age and condition; 20-year capital programs, debt service, and associated timing; and effluent
management. Because of Proposition 218 a consolidated District would have to maintain separate rate areas
unless and until systems were interconnected.

In response to Chairperson pro tem Crist, Mr. Kostuik advised that Raftelis looked into the items he
requested. Each District has different requirements. District No. 14’s collection system is older and a large
amount is in poor condition.

In response to Chairperson pro tem Loa, Mr. Kostuik advised that Raftelis focused on financial benefits
over the long term. Furthermore, Mr. Armstrong confirmed that Raftelis concluded that due to the financial and
business standpoint, there is no reason to consolidate the Districts. It is a policy decision for the Boards whether
they want to consolidate, but there would still be a need for two separate rate areas. The cost to combine the
two systems is higher than to maintain separate systems. There were no other options aside from the alternatives
that were previously discussed by Mr. Kostuik, based on discussions with staft and sewer experts.

In response to Chairperson pro tem Loa, Mr. Armstrong reiterated Districts cannot lower rates and there
are no other alternatives.

In response to Chairperson pro tem Crist, Director Barger stated that she did not have any questions.

In response to Chairperson pro tem Crist, the Secretary advised that the item is for information only;
therefore, Board action is not required.

Chairperson pro tem Crist asked if the item can be investigated further.

Director Bettencourt suggested to table the matter for now and provide the Boards time to review.

Chairperson pro tem Crist called upon the city managers from Palmdale and Lancaster to ask questions.

Ms. Ronda Perez, City Manager of Palmdale, stated that she wanted to look into the Proposition 218
issues with consolidation. She also stated she didn’t understand the issue regarding economies of scale and why
it does not apply to consolidate the Districts.

Mr. Trolis Niebla, City Manager with Lancaster, stated he had questions about pipe condition and the

older pipes in District No. 14 would lead to fees going up. He also said that he wanted to hear from technical
and legal experts on Proposition 218.
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Ms. Perez asked if District No. 20 can defer maintenance as was done in District No. 14 to put off rate
increases in the same manner as was done for District No. 14.

In response to Ms. Perez, the Chief Engineer and General Manager stated that staff constantly reviews
the Capital Improvement Plan. Prioritization of capital projects varies based on certain factors, such as service
life and risk of failure. All information considered for rates are reviewed annually and adjusted based on input
from the Boards, as necessary. The option to defer rate increases was discussed with both Boards. There is
concern that if reserves fall below target and costs increase, this would be problematic in the long term. The
District’s reserve target is based on capital, debt service and Operation and Maintenance costs. The District is
required to have a certain amount of net revenue to borrow funds.

Director Barger expressed concerns with the Districts’ bond ratings and having long-term problems with
inadequate reserves and capital investments.

In response to Ms. Perez, the Chief Engineer and General Manager stated the reserve targets are set by
the Board. District No. 20 has more capital budget and more debt service. District No. 14 has more economies
of scale. They are separate systems.

Chairperson pro tem Crist stated that the city managers can send questions they would like to be
addressed.

In response to Chairperson pro tem Crist, the Chief Engineer and General Manager stated that in terms
of economies of scale, District No. 14 is bigger than District No. 20. Each District has a treatment plant. District
No. 20 has a smaller tributary population.

Ms. Perez stated she has concerns with the investment of reserves.

The Chief Engineer and General Manager reminded the Directors that there has been no rate increase in
District No. 20. Capital projects were suspended. A rate increase is needed in 2025, and discussions with the
Board should commence. He suggested scheduling a briefing with Chairperson pro tem Loa in January.

Chairperson pro tem Loa replied ok.

Upon motion of Chairperson pro tem Loa, duly seconded and unanimously carried by a roll-call vote,
the Boards went out of joint session.

The meeting was adjourned by the Chairperson pro tem.

RICHARD LOA
ATTEST: Chairperson pro tem

KIMBERLY S. CHRISTENSEN
Secretary

/ee
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