MINUTES OF THE REGULAR MEETING
OF THE BOARD OF DIRECTORS OF
COUNTY SANITATION DISTRICT NO. 14
HELD AT THE ANTELOPE VALLEY TRANSIT AUTHORITY

June 12, 2025
11:30 o’clock, A.M.

~ The Board of Directors of County Sanitation District No. 14 of Los Angeles County met in regular
session.

There were Richard Loa, Director from Palmdale
present: Marvin Crist, Chairperson pro tem, Alternate Director from Lancaster

Absent: Kathryn Barger, Director from Los Angeles County

Also present:  Kimberly S. Christensen, Secretary to the Board
Robert Ferrante, Chief Engineer and General Manager
Robert Kwong, District Counsel

The Chairperson pro tem opened the meeting and welcomed Directors, staff, and the public. He called
upon Director Loa to lead the Pledge of Allegiance.

He advised that in accordance with the Brown Act, the Secretary would announce the amount of
compensation each Director is entitled to receive per meeting. The Secretary made the announcement that in
accordance with the disclosure requirements of Government Code Section 54952.3, each member of the District
No. 14 and District No. 20 Boards of Directors meeting today is entitled to receive $200, or if they sit on both
boards, $100 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 Loa, duly seconded and
unanimously carried, the minutes of the regular meeting
held May 8, 2025, were approved.

RE: DISTRICT EXPENSES The following expenses for the month of March 2025, were
presented and upon motion of Director Loa, duly seconded
and unanimously carried, were approved:

Local District Expenses:

Operations & Maintenance $1,369,534

Capital 689,995

Legal 6,270
Allocated Expenses:

Joint Administration 203,752

Technical Support 174,382

Legal 7.873
Total Expenses $2,541.806
RE: ANNEXATION NO. 467 Annexation No. 467 consists of one proposed car wash,
RESOLUTIONS AUTHORIZING one proposed drive-through restaurant, and one
APPLICATION TO LOCAL AGENCY proposed electric vehicle charging facility in the City of
FORMATION COMMISSION AND Lancaster. Each annexation to the District’s service area
APPROVING NEGOTIATED requires adoption of two resolutions by the Board. The
EXCHANGE OF PROPERTY first resolution authorizes submittal of the annexation
TAX REVENUES - ADOPT application to Local Agency Formation Commission

(LAFCO), approves the California Environmental
Quality Act (CEQA) document, and consents to a waiver of the LAFCO protest hearing. The second resolution
is a joint resolution with agencies that already provide services to the proposed annexation territory, agreeing to
the amount of property tax revenue that will be apportioned to the District in accordance with the Revenue and
Taxation Code. A data sheet, map, Notice of Finding, and the CEQA document were attached to the agenda. A
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recommendation was made that the Board adopt a resolution for making an application to LAFCO for
annexation; review, consider and find adequate the CEQA document; and consent to a waiver of protest
proceedings. Furthermore, a recommendation was made that the Board adopt a joint resolution with the County
of Los Angeles, Antelope Valley Cemetery District, Antelope Valley Mosquito & Vector Control District,
Antelope Valley Resource Conservation District, City of Lancaster, and Antelope Valley - East Kern Water
Agency approving and accepting the negotiated exchange of property tax revenues resulting from annexation.

In response to the Chairperson pro tem, Mr. Ray Tremblay, Department Head of Facilities Planning,
advised that LAFCO recently has raised the fees substantially.

Upon motion of Director Loa, duly seconded and unanimously carried, the Board of Directors of County
Sanitation District No. 14 of Los Angeles County does hereby approve the Joint Resolution of the Board of
Supervisors of the County of Los Angeles, the governing bodies of the Antelope Valley Cemetery District, Antelope
Valley Mosquito & Vector Control District, Antelope Valley Resource Conservation District, City of Lancaster,
and Antelope Valley - East Kern Water Agency, and this Board of Directors, approving and accepting the negotiated
exchange of property tax revenues resulting from Annexation No. 467 to the District, a copy of which is on file at the
Office of the District and by reference incorporated herein as though fully set forth; and the Chairperson and Secretary
afie aut(ljlorized to execute the Joint Resolution on behalf of the District. Furthermore, the following resolution was
adopted:

RESOLUTION

WHEREAS, the Board of Directors of County Sanitation District No.14 of Los Angeles County,
hereinafter referred to as “District”, desires to commence proceedings for the annexation to District of certain
territory, described in Exhibit “A”, attached hereto and by reference incorporated as a part hereof; and

WHEREAS, said Board of Directors does hereby certify that it has reviewed and considered the
environmental documents submitted for the proposed annexation and found said environmental documents to be
adequate;

NOW, THEREFORE, said Board of Directors does HEREBY RESOLVE, FIND, AND DECLARE as
follows:

1. Application and a proposal is hereby made to the Local Agency Formation Commission of Los Angeles
County for a change of organization as follows:

(a) This proposal is made pursuant to the Cortese-Knox-Hertzberg Local Government Reorgani-
zation Act of 2000 commencing with Section 56000, Government Code, State of California.

(b) The nature of the proposed change of organization and the name of the District for which such
change of organization is proposed are as follows:

The annexation of the territory described in Exhibit “A” hereof to County Sanitation District
No. 14 of Los Angeles County.

(©) The names of all other affected counties, Districts, or cities are as follows:
Counties: None
Districts: None
Cities: Lancaster and Palmdale
(d) The territory is uninhabited. A description of the exterior boundaries of such territory is set

forth in Exhibit “A” hereof.

(e) It is desired that the proposed annexation provide for and be made subject to the following
terms and conditions:

(1)  The retention by District of the deposited sum of $7,950.00 as the fee required by the
Board of Directors for said annexation.

(2)  The negotiated exchange of property tax revenues between affected agencies resulting
from said annexation to District.
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€3] The reasons for this proposal are as follows:

(1)  The District is empowered to and is engaged in providing sewerage facilities which can
best serve the territory proposed to be annexed with sewage disposal service. Based on
the information provided by the property owners, the District's sewerage facilities have
or, in accordance with current policy, will have adequate capacity to collect, treat, and
dispose of the wastewater anticipated to be generated on the subject property. Actual
sewer hook-up will not be allowed until payment of the connection fee and shall be
subject to all circumstances then existent including the availability of capacity.
Disposal of the treated wastewater will be in accordance with waste discharge permits
issued by the appropriate California Regional Water Quality Control Board.

(2)  Said territory is proposed to be developed, and the property owners have requested in
writing that the territory be provided with sewage disposal service.

(3)  Said territory must be annexed to District before sewage disposal service is provided.
(2) This proposal is consistent with the sphere of influence of the District.

(h) In accordance with the requirements of California Health & Safety Code Section 4830, the
territory subject to this annexation will benefit from the annexation.

(1) It is hereby requested that proceedings be taken for the change of organization proposed,
according to the terms and conditions stated above and in a manner provided by the Cortese-
Knox-Hertzberg Local Government Reorganization Act of 2000.

2. Said District consents to waiver of protest proceedings pursuant to Section 56663 of the Government
Code.

3. The Clerk of the District is hereby authorized and directed to file a certified copy of this resolution with
the Executive Officer of the Local Agency Formation Commission of Los Angeles County.

RE: WASTEWATER FINANCIAL RESERVE The Wastewater Financial Reserve Policy (Policy) is the
POLICY - FINANCIAL RESERVE POLICY cornerstone of the Districts' financial practices and is
ADOPT crucial to maintaining the Districts' financial stability.

As part of the continuing effort to ensure the Districts
follows best practices as it relates to its financial matters, revisions to the Policy are being recommended.
Proposed revisions simplify and consolidate funds, reduce reserve target levels, ensure current practices are
incorporated, and clarify certain provisions. On March 26, 2025, the Personnel Committee, comprised of the
Chairpersons of all active Districts, unanimously endorsed the proposed revisions. A letter summarizing the
proposed revisions, together with the updated Policy, was attached to the agenda. This item is consistent with
the District's Guiding Principles of commitment to fiscal responsibility and prudent financial stewardship, and
to plan for both short-term and long-term needs to minimize the need for significant rate increases.. A
recommendation was made to adopt the Policy.

The Chief Engineer and General Manager introduced Mr. Matt Eaton, Deputy Assistant Chief Engineer
and Department Head of Financial Management, to give a brief PowerPoint presentation regarding the
Wastewater Financial Reserve Policy.

Mr. Eaton advised that a copy of the PowerPoint presentation and a letter describing the reserve policy
was attached to the Directors’ agenda. He showed a slide with an outline of the items his presentation will cover.

He gave some background on the financial policies, as was shown on a slide. Prior to 2017, the Districts’
financial practices were consistently applied but were informal. There were no Board-adopted policies in place.
In 2017, new written policies formalized those practices and took a conservative approach for accumulating
reserves. The policies went through minor revisions from 2018 to 2022. The financial policies are evolving
documents and are reviewed regularly.

A slide showed the value of the reserve policies. The policies are the cornerstone of the Districts’
financial practices; they guide budgets and rate adoption, allow for the construction of the capital projects as
scheduled even if expenditures fluctuate, and insulate during economic downturns, without significant rate hikes.

A slide showed the changes endorsed by the Personnel Committee in February. Financial Reserve Policies
are being revised to simplify funds and reduce reserve-level targets. A significant change involves consolidating
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the three main designated funds (the Capital Projects Financial Stability Fund, Emergency Fund, and Operations
& Maintenance (O&M) Financial Stability Fund) into a single new Financial Stability Fund. The target is six
months of O&M and one year of debt service, with a range of 80 to 120 percent used for rate modeling.

A new proposed Capital Projects Sinking Fund was discussed. The funding sources for capital projects
consist of surplus revenue, using reserves, debt financing, and the new proposed sinking fund. This new fund
would be established for specific projects that would be at least partially cash-funded in future years. In the near-
term, it is not anticipated that this fund would be used.

A table summarizing the proposed funds was shown on slide.
A table summarizing the District’s funds was discussed.

A slide showed a summary of the impacts of the proposed changes. The proposed changes reduce the
total fund target level by approximately $10 million.

If the policy is approved, changes will be incorporated into financial models in summer/fall of 2025. In
July 2026, the new policies will become effective after approval by the Boards.

At this time, Mr. Eaton concluded his presentation.

The Chief Engineer and General Manager advised the Directors that staff worked with financial advisors
to develop the financial reserve policies.

In response to the Chairperson pro tem, Mr. Eaton advised that the rate increases for District No. 20
were driven by the debt coverage ratio, not reserve levels. They required adequate revenue to finance debt and
pay for near-term capital projects. District No. 14 has excess reserves. Based on existing debt obligations, the
coverage ratio will drive future rates, not reserves. The proposal is to lower the reserve targets, aligning with this
Board’s direction that reserves were too high.

The Chairperson pro tem stated that the Board does not want to pay off bonds with the reserves and has
concerns that this policy will drive up the rates in District No. 14.

Upon motion of Director Loa, duly seconded and unanimously carried, the recommendation to adopt
the Wastewater Financial Reserve Policy was denied.

RE: RESOLUTION APPROVING ISSUANCE A proposed Resolution of the Board of Directors of

OF BONDS — ADOPT AND AUTHORIZING County Sanitation District No. 14 of Los Angeles County
EXECUTION AND DELIVERY BY THE Authorizing the Execution and Delivery by the District
DISTRICT OF INSTALLMENT PURCHASE of an Installment Purchase Agreement, An Escrow
AGREEMENT, BOND PURCHASE AGREEMENT, Deposit and Trust Agreement and a Bond Purchase
AND ESCROW DEPOSIT AND TRUST Agreement in Connection with the Issuance of Los
AGREEMENT IN CONNECTION WITH Angeles County Sanitation District Financing Authority
ISSUANCE OF LOS ANGELES COUNTY Capital Projects Revenue Refunding Bonds, 2025 Series
SANITATION DISTRICTS FINANCING A (District No. 14 Revenue Bonds), Approving the

AUTHORITY CAPITAL PROJECTS REVENUE Issuance of Said Bonds and the Form of the Indenture
BONDS, 2025 SERIES A AND DISTRIBUTION OF Pursuant to Which the Same are to be Issued,
PRELIMINARY OFFICIAL STATEMENT AND Authorizing the Distribution of a Preliminary Olfficial

OFFICIAL STATEMENT IN CONNECTION Statement and an Olfficial Statement in Connection
THEREWITH AND EXECUTION OF NECESSARY Therewith and Authorizing the Execution of Necessary
DOCUMENTS AND CERTIFICATES AND Documents and Certificates and Related Actions
RELATED ACTIONS (Resolution) was presented. In 2005, Los Angeles

County Sanitation Districts Financing Authority
(Financing Authority), on behalf of this District, issued bonds to fund the construction of the Lancaster Water
Reclamation Plant. In 2015, during a period of low interest rates, the outstanding bonds were refinanced,
resulting in considerable savings. Now, in collaboration with the Districts’ municipal financial advisor, staff has
identified another opportunity for savings through a refinancing of the bonds. The proposed Resolution includes
approval of the necessary documents, direction to staff to distribute the documents, and authority for the
Financing Authority to sell new revenue bonds on the District’s behalf. Under the proposed action, the District
would approve the issuance of approximately $114,000,000 of refinancing bonds and utilizing $22,000,000 in
cash reserves to pay down the existing bond principal, resulting in an estimated net present value savings of
$7,000,000. The necessary extensive documents to be considered for the sale of the bonds are available at
http://www.lacsd.org/d14bonds. A letter discussing this issue accompanied the agenda. This item is consistent
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with the Districts” Guiding Principles of commitment to fiscal responsibility and prudent financial stewardship;
and to protect financial assets through prudent investment programs. A copy of the proposed Resolution was
attached to the agenda. A recommendation was made to adopt the Resolution. Furthermore, a recommendation
was made to authorize the distribution of a preliminary official statement and official statement in connection
therewith and the execution of necessary documents and certificates and related actions.

The Chief Engineer and General Manager introduced Mr. Matt Eaton, Deputy Assistant Chief Engineer
and Department Head of Financial Management, to give a brief PowerPoint presentation regarding the Capital
Projects Revenue Bonds, 2025 Series A.

Mr. Eaton advised that a copy of the PowerPoint presentation was attached to the Directors’ agenda.

He showed a slide advising that staff’s proposal is to refund the existing 2015 Series A revenue bonds
of approximately $114,000,000 and not touch the 2021 Series A revenue bonds of approximately $45,000,000.

In response to the Chairperson pro tem, Mr. Eaton advised that in addition to saving on the cost of
interest, there are two rate-related benefits to bond refinancing. He stated that one is maintaining a high debt
service coverage ratio, which could allow the District to avoid raising rates for up to four more years, and
utilizing excess reserves. District No. 14 has more than enough reserves but will be up against coverage ratios,
which affect both. A rate increase could be triggered by the coverage ratio.

The Chief Engineer and General Manager advised that there will be insufficient revenue to meet debt
service coverage ratio obligations under the existing bonds.

The Chairperson pro tem stated that spending down reserves is a recipe to raise rates.

The Chief Engineer and General Manager advised that the Board has the option to raise rates or pay off
debt. He compared the action to paying off a mortgage, where refinancing will result in a smaller payment and
an interest rate reduction. The refinancing proposal is effectively a rate reduction.

In response to the Chairperson pro tem, Mr. Eaton advised that the bonds could also be refinanced
without the reserves. Mr. Andrew Hall, Assistant Department Head, Financial Management Department, noted
that there would be lower savings refinancing without use of reserves. Mr. Eaton added that, generally, reserves
cannot be used to meet the coverage ratio, although there is some money set aside to supplement revenue for
debt service coverage purposes.

The Chairperson pro tem asked staff to bring this item back again next month with more information.
Mr. Eaton stated that he will bring back refinancing options with a range of paydown amounts from $0 to
$22,000,000.

Upon motion of Director Loa, duly seconded and unanimously carried, the item to adopt a Resolution
approving the issuance of Bonds and authorizing the execution and delivery by the District of Installment
Purchase Agreement, Bond Purchase Agreement, and Escrow Deposit and Trust Agreement in Connection with
Issuance of Los Angeles County Sanitation Districts Financing Authority Capital Projects Revenue Bonds, 2025
Series A (Subordinate Revenue Obligation Bonds), and the distribution of Preliminary Official Statement and
official statement in connection therewith, and the execution of necessary documents and certificates and related
actions were deferred.

RE: APPROPRIATIONS LIMIT A letter discussing the 2025-26 fiscal year budget matters
FOR FISCAL YEAR 2025-26 and a report on the District No. 14 Capital Improvement
ESTABLISH AND ADOPT Program accompanied the agenda. The Government

Code requires the governing body of each local
jurisdiction to establish, by resolution, an appropriations limit for each fiscal year. The documentation used in
the determination of the appropriations limits must be available 15 days prior to this action being taken. The
method by which the Districts’ appropriations limits were calculated has been available to the public at the
Districts’ Joint Administration Office since May 21, 2025, and was provided to the Directors with the letter of
June 5, 2025, mailed with the agenda. This item is consistent with the Districts’ Guiding Principles of
commitment to fiscal responsibility and prudent financial stewardship; and to plan for both short-term and long-
term needs to minimize the need for significant rate increases.

The appropriations limit for fiscal year 2025-26 has been determined by adjusting the previous fiscal
year’s limits using the factors specified in the Government Code. The appropriations limit has also been adjusted
to include mandated costs, all in accordance with the procedures outlined in Article XIIIB of the Constitution
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and Section 7910 of the Government Code. A recommendation was made that, in order to comply with legal
requirements, this Board adopt an appropriations limit of $86,608,101 for fiscal year 2025-26.

Upon motion of Director Loa, duly seconded and unanimously carried, the following resolution was
adopted:

BE IT RESOLVED, that pursuant to Section 7910 of the Government Code of the State of California,
the Board of Directors of County Sanitation District No. 14 of Los Angeles County does hereby establish and
adopt an appropriations limit of $86,608,101 for fiscal year 2025-26, utilizing the population change and the
change in the personal per capita income.

RE: BUDGET 2025-26 In a letter dated June 5, 2025, to the Board, matters were
OPERATING FUND discussed pertaining to the budget for the 2025-26 fiscal

year. A sewerage system final budget for the 2025-26
fiscal year was presented and a recommendation was made that the budget be adopted.

Upon motion of Director Loa, duly seconded and unanimously carried, the sewerage system final budget
for 2025-26 was approved, adopted, and ordered filed.

RE: TAXLEVY Data for the tax levy necessary for the Operating Fund
OPERATING FUND was presented and a recommendation was made that the
tax levy be requested in accordance therewith.

Upon motion of Director Loa, duly seconded and unanimously carried, the following resolution was
adopted:

BE IT HEREBY DETERMINED, RESOLVED, AND ORDERED AS FOLLOWS:

That pursuant to the provisions of Article 6, Section 4815 of the County Sanitation District Act
(Chapter 3, Part 3, Division V, of the Health & Safety Code of the State of California), the Board of Directors
of County Sanitation District No. 14 of Los Angeles County does hereby find and declare that the sum of
$3,296,000 is and will be the amount necessary to maintain, operate, extend, or repair any work or improvements
of the District for the collection, treatment, and disposal of sewage, and to defray all other expenses incidental
to the exercise of any of the District’s powers, except the amounts necessary to acquire, construct, maintain, and
operate a refuse transfer or disposal system, or both, and any other expenses incidental to the operation of the
system during the ensuing year and prior to the annual levy of taxes for the fiscal year 2026-27, and the Board of
Supervisors of Los Angeles County is hereby requested to cause to be levied and collected at the same time and
in the same manner as the next general tax levy for the County a tax upon the real property in the District, in an
amount sufficient to raise the required amount, to wit: $3,296,000, to be paid into the County Treasury to the
credit of the Operating Fund of the District.

The Secretary is hereby instructed to furnish a copy of this resolution and statement to the Board of
Supervisors of Los Angeles County at least fifteen (15) days before the first day of September 2025.

RE: APPROPRIATIONS Upon motion of Director Loa, duly seconded and
OPERATING FUND 2025-26 unanimously carried, the appropriations from the

Operating Fund for Fiscal Year 2025-26 were ordered
made as shown in the Operating Fund Final Wastewater Budget that was attached to the agenda.

The meeting was adjourned by the Chairperson pro tem.

MARVIN CRIST
Chairperson pro tem
ATTEST:

KIMBERLY S. CHRISTENSEN
Secretary

/ee
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