MINUTES OF THE REGULAR MEETING
OF THE BOARD OF DIRECTORS OF
COUNTY SANITATION DISTRICT NO. 20
HELD AT THE ANTELOPE VALLEY TRANIST AUTHORITY

February 13, 2025
11:30 o’clock, A.M.

The Board of Directors of County Sanitation District No. 20 of Los Angeles County met in regular session.

There were Richard Loa, Director from Palmdale
present: Laura Bettencourt, Director from Palmdale

Absent: Kathryn Barger, Chairperson, Director from Los Angeles County

Also present: Kimberly S. Christensen, Secretary to the Board
Matt Eaton, Deputy Assistant Chief Engineer
Robert Kwong, District Counsel

During the District No. 14 meeting, Mr. Marvin Crist, City of Lancaster, called upon Director Loa 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.

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

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: DIRECTOR FROM A certificate from the City Clerk of the City of Palmdale
CITY OF PALMDALE was presented to the Secretary stating that at a meeting

of the City Council held December 4, 2024, Mr. Richard
Loa was elected Mayor of the City of Palmdale, which is the designation of the presiding officer of the governing
body of that city and automatically places Mr. Loa on this Board.

Upon motion of Director Bettencourt, duly seconded and unanimously carried, the certificate was
accepted and ordered filed.

RE: ALTERNATE DIRECTOR A copy of an action taken by the City Council of the City
FROM CITY OF PALMDALE of Palmdale at a meeting held December 4, 2024, was

presented to the Secretary stating that Mr. Austin
}?lish()p, a member of the City Council of the City of Palmdale, was appointed to serve as alternate Director from
the city.

Upon motion of Director Bettencourt, duly seconded and unanimously carried, the action was accepted
and ordered filed.

RE: MINUTES Upon motion of Director Bettencourt, duly seconded and
unanimously carried, the minutes of the regular meeting
held January 15, 2025, were approved.

RE: DISTRICT EXPENSES The following expenses for the month of November 2024,
were presented and upon motion of Director Bettencourt,
duly seconded and unanimously carried, were approved:

Local District Expenses:
Operations & Maintenance $1,250,851
Capital 423,820
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Allocated Expenses:

Joint Administration 115,577
Technical Support 98,029
Legal 1,503
Total Expenses 1,889,780
RE: ANNUAL COMPREHENSIVE FINANCIAL The Districts’ Annual Comprehensive Financial Report
REPORT FOR FISCAL YEAR ENDING (ACFR) for the fiscal year ending June 30, 2024, which

JUNE 30, 2024 - RECEIVE AND ORDER FILED includes the annual audit required by state and federal

laws, has been previously distributed to the Directors.
This item is consistent with the Districts’ Guiding Principles of commitment to fiscal responsibility and prudent
financial stewardship; and to protect financial and facility assets through prudent investment and maintenance
programs. A recommendation was made to receive and order filed the ACFR for fiscal year ending June 30, 2024.

Upon motion of Director Bettencourt, duly seconded and unanimously carried, the Annual Comprehensive
Financial Report for fiscal year ending June 30, 2024, which includes the annual audit required by state and
federal laws, and was previously distributed to the Directors, was accepted and ordered filed.

RE: WASTEWATER REVENUE PROGRAM The Deputy Assistant Chief Engineer stated that he will
SERVICE CHARGE RATES - DISCUSS discuss budgetary needs, proposed service charge rates,
and the rate ordinance implementation process.

He reviewed previously presented information on the need for rate increases. Today’s meeting is a
follow-up from direction received at the last meeting. Last time, three-year rate options were presented. He will
be presenting a five-year increase option which would have significant benefits in terms of capital planning and
implementation and reduce bond costs and would help provide more time to build back reserves.

He advised that staff is not assuming reserves at 100 percent of target. Existing targets are relatively
conservative, expenses are generally stable, and the District can be less conservative. Staffis working on revised
target recommendations. He noted that higher reserves are better to help cope with an emergency.

He reviewed the service charge rate history and stated that, historically, reserves were much higher.

He advised that there are key items driving budget, such as the recent rate increases have not kept up
with inflation; there has been nearly a 50 percent increase in Operations and Maintenance (O&M) expense since
fiscal year (FY) 2019-20; there are upcoming critical capital expenses over the next five years; sewer repairs are
necessary; and the Palmdale Water Reclamation Plant repairs including the Influent Pump Station Modifications
and Digester Repairs project.

He reviewed a comparison of District No. 20’s service charge rate with other similar agencies. District
No. 14’s rates are significantly lower because they use recycled water for agricultural reuse on their own land
and can discharge to Piute Ponds. The Santa Clarita Valley Sanitation District and City of Simi Valley rates are
lower, but they have rivers they may discharge into. Victorville may also discharge into a river, but it also uses
recycled water for park and golf course irrigation and their rates are slightly lower. Santa Paula’s rates are much
higher in part because they have lower daily flow.

He advised that there is uncertainty on rates beyond five years. Uncertain capital such as storage
reservoirs, expansion, possible per- and polyfluoroalkyl substances (PFAS) treatment regulations could result in
capital expenditures.

He stated that a five-year rate package has significant benefits over a three-year package: 1) Improves
capital planning; 2) Reduces bond costs; 3) Provides more time to build back reserves and other metrics; and
4) More certainty for ratepayers. This leads to a lower rate recommendation which will better balance the budget
and spread the capital spending and debt.

He reviewed key factors used to calculate service charge rates: 1) Debt ratio coverage needs to be above
1.1; 2) The District can issue bonds when debt coverage ratio will be 1.15 or higher; 3) Total reserves should be
between 50-80 percent of target; 4) Start the Influent Pump Station Modification project (~$25 million) by 2027;
5) Five-year rate package for more favorable bond ratings and better planning; 6) Best estimate is used for
uncertain capital plan after five years; and 7) Followed Board direction.
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In response to Director Bettencourt, the Deputy Assistant Chief Engineer stated, given the Board
concern, the reserve targets are too high. We are not targeting 100 percent, and staff will be recommending
changes to the target.

He reviewed four service charge rate options.

Option 1 is a $35 increase during years 1 through 5 which is a 5.1 percent per year average ($658
July 1, 2025 - $798 July 1, 2029). The benefits are as follows: 1) Reserves are between 54-85 percent of target,
ending around 74 percent; 2) Debt coverage ratio of 1.19 - 1.58; and 3) Future increases around 5 percent per
year.

Option 2 is a $45 increase during years 1 through 5 which is a 6.4 percent per year average ($668
July 1, 2025 — $848 July 1, 2029). The benefits are as follows: 1) Reserves are between 54-90 percent of target,
ending around 84 percent; 2) Debt coverage ratio of 1.23 - 1.78; and 3) Future increases around 4 percent per
year.

Option 3 is a $55 increase during years 1 through 5 which is a 7.6 percent per year average ($678
July 1, 2025 — $898 July 1, 2029). The benefits are as follows: 1) Reserves are between 55-93 percent of target,
ending around 93 percent; 2) Debt coverage ratio of 1.27 - 1.97; and 3) Future increases around 2 percent per
year.

Option 4 is a $70 increase for year 1 (11.2 percent) and a $24 increase during years 2 through 5
(3.2 percent) which is a 4.9 percent per year average ($693 July 1, 2025 — $789 July 1, 2029). The benefits are
as follows: 1) Reserves are between 56-90 percent of target, ending around 78 percent; 2) Debt coverage ratio
of 1.33 - 1.56; and 3) Future increases around 5 percent per year.

Director Bettencourt stated that Option 4 is out because District No. 20 will not want the large increase.

The Deputy Assistant Chief Engineer advised that staff understands the Board’s concerns and is
recommending Option 2. Option 1 is lower but acceptable. He stated that there is a risk if costs spike there is
less cushion, but Option 1 would allow staff to proceed with critical capital. No matter which option the Board
chooses, staff will carefully monitor metrics and continue to look at cost-cutting opportunities. For example,
optimizations at the plant have led to some reduction in electrical use. Priority will be ensuring 1.10 debt
coverage. Staff will proceed with projects as funds allow. All options for less expensive or alternative solutions
will be explored. Any critical issues that arise will be reported to the Board for further direction. There will be a
potential refinance of debt in 2026 depending on interest rates.

He summarized the options as follows:

1) Option 1 is an increase of $2.92/month and can proceed with pump station work and other projects
within 4 years and has the highest future rate increases.

2) Option 2 is an increase of $3.75/month and can proceed with pump station work and other projects
within 3-4 years.

3) Option 3 is an increase of $4.58/month and can proceed with pump station work and other projects
within 2-3 years and has the lowest future increases.

4) Option 4 is an increase of $5.83/month the first year and an increase of $2/month during years two
through five and can proceed with pump station work and other projects within 2-3 years.

He stated that a sample Proposition 218 notice was attached to the agenda package and the numbers are
based on Option 2.

He advised that the Board can adopt one of the rate options and then lower that rate without a new
Proposition 218 notice if the financial situation improves. Staff is requesting direction on rates and capital plan
and for Board authorization of a Proposition 218 process today. During March through June 2025, Proposition
218 notices will be mailed, public information meetings and tours will take place, and actions to implement a
rate ordinance will be issued.

In response to the Chairperson pro tem’s question, the Deputy Assistant Chief Engineer advised that
Option 1 would provide adequate revenue as long as there are no significant unexpected events. The influent
pump station could be delayed, however. He further advised that the current reserve is 54 percent of target and
Option 1 will get us to around 74 percent in five years. He stated that depending on capital expenses, staff is
predicting 5 percent annual increases are projected after this five-year package.
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The Chairperson pro tem stated that there is uncertainty on federal policies and lower inflation. The
residents are affected by high costs and still struggling with housing, fuel, utilities, etc. Any increase is difficult.

In response to Director Bettencourt, the Deputy Assistant Chief Engineer advised that the Boards would
need to approve an increase in rates to increase the reserves.

In response to Chairperson pro tem, the Deputy Assistant Chief Engineer advised that if more funds are
required, the rates will need to be raised. December is the low point for funds and reserves are reported as of
June 30. If there are no funds available, staff would stop capital projects to save cash. He stated that 40 percent
reserves are cutting very close to out of funds at the low point in December.

In response to Director Bettencourt, the Deputy Assistant Chief Engineer advised that during the
Covid-19 pandemic, the Board froze rates for two years to help ratepayers and used reserves. The reserves have
never been so low that bills could not be paid. The primary benefit of reserves is to stabilize rates.

In response to the Chairperson pro tem, the Deputy Assistant Chief Engineer advised that if there is no
increase, the District could get through the year, but there could be issues either this December or the following
December. Financing would not be available. Staff would hold off sewer work, pump station improvements,
and other projects. The pump station is the biggest risk right now and will require bond financing. There is a
possibility to get funding from a private lender but that is not as cost effective. District No. 14 has more reserves
because it built up reserves for a project with significant concrete deterioration, then it was pushed out because
after the structural engineers did a detailed testing and evaluation, the deterioration was not as bad as expected.

He further responded that the District’s coverage ratio at 1.1, which is at junk bond status, but adequate
reserves keep the District out of junk bond status.

He also stated that he does not believe City of Palmdale could be a guarantor for the debt. In addition,
the existing bonds have requirements that would prevent additional debt without adequate revenue.

Chairperson pro tem called upon Councilmember Marvin Crist, City of Lancaster, who recommended
that the Board approve Option 2 with the Proposition 218 notice, then at the time of adoption, approve $1/month
or $12 year. The Bonding companies will only look at the $45/year rate.

The Deputy Assistant Chief Engineer advised that the bonding agencies will look at the $12/year actually
approved.

Mr. Crist stated that he doesn’t believe that information is correct and Option 2, with a reduction in the
rate at adoption at the Board meeting, would look favorable to the community. This would also eliminate the
need to do Proposition 218 notices in the following years.

The Deputy Assistant Chief Engineer stated that there is a value in high rate increases on a Proposition
218 notice if you get the public’s support. It would reduce the need for future Proposition 218 processes even if
rates are later reduced.

Director Bettencourt advised that District No. 14 has high reserves.

Mr. Crist stated that District No. 14 has high reserves because Districts’ staff gives an overly
conservative outlook.

The Deputy Assistant Chief Engineer stated that District staff’s recommendations may be conservative;
the recommendations favor slow and steady rates and adequate reserves to manage unexpected failures and
economic issues.

Chairperson pro tem called upon Ronda Perez, City Manager, City of Palmdale.

Ms. Perez advised that she is not familiar with the 85 percent requirement for reserves. The City is at
20-30 percent and she believes 50 percent is healthy. She asked if staff could look at prioritizing capital and
push off some expenses. She asked about the $4 million rate stabilization fund.

In response, the Deputy Assistant Chief Engineer advised that sewers are rated for condition using
detailed video inspections, and the consequence of failure is also considered in prioritizing. Many of the sewers
are 60 years old and inspections show damage. A failure could have significant impacts and may be costly. There
have already been failures of similar sewers at other Districts. Regarding the influent pump station, the
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equipment is 30 years old and obsolete and has high maintenance costs and parts that are difficult to procure. He
stated that the rate stabilization fund is for bond coverage, if not in there, rate increases would be necessary to
meet bond coverage. The District could burn through the $4 million rate stabilization fund in 1-2 years without
a rate increase.

In response to the Chairperson pro tem, the Deputy Assistant Chief Engineer advised that there is near
100 percent certainty that there would be a failure in one of the high-priority sewers in the next 10 years without
any rehabilitation work. We have inspections showing the concrete is damaged.

The Board gave staff direction to move forward with Option 2 and begin the Proposition 218 process.

RE: DIRECTOR COMPENSATION ORDINANCE A4n Ordinance Providing Compensation for Members of
HOLD PUBLIC HEARING the Board of Directors of County Sanitation District

No. 20 of Los Angeles County (Ordinance) was
presented. In November 2024, a new Ordinance was introduced as the stipend has not changed since 2001. The
proposed Ordinance, which was attached to the agenda, would increase compensation to $200 per meeting,
which is equivalent to a 2.4 percent annual increase since the last compensation increase. For Directors attending
multiple Districts’ meetings at the same time and location, they would be compensated a total of $200 split
evenly between each District. This is a reduction from the existing $125 stipend per District. Additionally, the
proposed Ordinance institutes an annual increase in the stipend based on inflation, not to exceed 5 percent per
year. A public hearing must be held prior to adoption of the Ordinance, and it will become effective 60 days
after adoption. This item is consistent with the Districts’ Guiding Principle of commitment to fiscal responsibility
and prudent financial stewardship.

The Chairperson pro tem opened a public hearing scheduled at this time and place on the Ordinance for
County Sanitation District No. 20 of Los Angeles County.

In accordance with Section 5473 of the Health and Safety Code of the State of California, An Ordinance
Providing Compensation for Members of the Board of Directors of County Sanitation District No. 20 of Los
Angeles County, publication of two newspaper notices for today’s public hearing were published in the Antelope
Valley Press, a daily newspaper.

The Chairperson pro tem announced this was the time for any questions or comments by members of
the public.

There being none, the Chairperson pro tem closed the public hearing.

RE: DIRECTOR COMPENSATION ORDINANCE Following the public hearing, upon motion of
ADOPT Director Bettencourt, duly seconded and unanimously
carried by the following vote:
AYES: Directors Loa and Bettencourt
NOES: None
ABSTAIN: None
ABSENT:  Director Barger

An Ordinance Providing Compensation for Members of the Board of Directors of County Sanitation
District No. 20 of Los Angeles County was adopted.

The meeting was adjourned by the Chairperson pro tem.

RICHARD LOA
ATTEST: Chairperson pro tem

KIMBERLY S. CHRISTENSEN
Secretary
/ee
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