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

March 12, 2026
11:30 o’clock, A.M.

The Board of Directors of County Sanitation District No. 20 of Los Angeles County met in regular
session both in person and via teleconference.

There were Eric Ohlsen, Director from Palmdale
present: Kathryn Barger, Chairperson, Alternate Director from Los Angeles County, via teleconference
at the Kenneth Hahn Hall of Administration

Absent: Austin Bishop, Director from Palmdale

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

The Chairperson opened the meeting and welcomed Directors, staff, and the public; and Director Ohlsen
lead the Pledge of Allegiance.

RE: PUBLIC COMMENT The Chairperson 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 Ohlsen, duly seconded and
unanimously carried by a roll-call vote, the minutes of
the regular meeting held February 12, 2026, were approved.

RE: DISTRICT EXPENSES The following expenses for the month of December 2025,
were presented and upon motion of Director Ohlsen, duly
seconded and unanimously carried by a roll-call vote, were approved:

Local District Expenses:

Operations & Maintenance $1,819,573

Capital 69,445

Legal 275
Allocated Expenses:

Joint Administration 117,077

Technical Support 120,527

Legal 1,157
Total Expenses $2,128,054
RE: SERVICE CHARGE REPORT A report titled County Sanitation District No. 20 Service
RECEIVE AND ORDER FILED - SET PUBLIC Charge Report for Fiscal Year 2026-27, prepared in
HEARING FOR MAY 20, 2026, AND GIVE accordance with Section 5473 of the Health and Safety
REQUIRED NOTICE Code of the State of California and which establishes the

formula for the calculation of a sewage unit that
represents the average daily quantity of sewage flow and strength from a single-family home (SFH) was
presented.

Filing of the Service Charge Report is required each year to collect the wastewater service charge on the
property tax roll. The current service charge rate per single-family home is $55.63 per month ($667.52 per year).
The rate for fiscal year 2026-27, as previously adopted by the Board of Directors, is $59.38 per month ($712.52
per year). A letter discussing the service charge rate, the fiscal year 2026-27 preliminary budget, and related
matters, accompanied the agenda. Staff recommends the Public Hearing be held at the Board meeting scheduled
for May 14, 2026. 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.
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A recommendation was made that, in accordance with Section 5473 of the Health and Safety Code, the
Board instruct the District Clerk to publish newspaper notices to inform the public of the date, time, and place
for a public hearing on the Service Charge Report, and that a public hearing be set for May 14,2026, at 11:30 a.m.
at the Antelope Valley Transit Authority, 42210 6™ Street West, Lancaster, California, for the purpose of public
discussion of the proposed service charge rates and its collection on the property tax roll. After the public hearing
is closed, the Board must consider adoption of the Service Charge Report and provide for the collection of the
service charge on the property tax roll.

BE IT RESOLVED, that the Board does hereby fix May 14, 2026, at 11:30 a.m. as the date and time,
and at the Antelope Valley Transit Authority, 42210 6™ Street West, Lancaster, California, as the place for a
public hearing on County Sanitation District No. 20 Service Charge Report for Fiscal Year 2026-27, the
proposed service charge rates and the collection of the service charge on the property tax roll.

The Clerk of this Board shall cause notice of the filing of the Service Charge Report and the time and
place of the public hearing to be published once a week for two successive weeks in the Antelope Valley Press,
a daily newspaper printed and published within the District, and in such other publications as are deemed
appropriate by the Chief Engineer and General Manager.

Upon motion of Director Ohlsen, duly seconded and unanimously carried by a roll-call vote, the County
Sanitation District No. 20 Service Charge Report for Fiscal Year 2026-27 was ordered filed with the Clerk of
the District.

RE: CAPITAL PROJECTS REVENUE BONDS The Chief Engineer and General Manager advised that
DISCUSS the Board will hear a preliminary report on refunding

bonds or refinancing bonds. He introduced Mr. Andrew
Hall, who gave a brief PowerPoint presentation on budgets and bonds and addressed the Board’s previous
questions regarding reserve levels.

Mr. Hall stated that his presentation would cover the Fiscal Year (FY) 2024-25 financial performance,
FY 2026-27 preliminary budgets, and the refunding of 2016 bonds.

A slide showed the FY 2024-25 financial performance. The District’s operating revenue was slightly
below budget estimates. This may have been due to lower-than-expected growth and more applications for the
Low Water Use Rebate program, which has been very successful locally. Operations and Maintenance (O&M)
expenses have decreased notably due to efforts to reduce energy and chemical use at the treatment plant and the
stabilization of chemical prices. Capital expenses declined slightly, due to construction and invoicing delays on
capital projects.

A slide presented the FY 2026-27 preliminary budgets. Due to previously approved service charge rate
increases and increased recycled water revenue, Operating Revenues are expected to increase. A slight decrease
in non-operating revenue is anticipated, as interest revenues drop, and fund balances have decreased due to the
use of reserves. O&M expenses are expected to increase modestly, and staff are making substantial efforts to
reduce chemical and energy usage. Capital expenses are increasing as the District addresses aging treatment
plant and sewer infrastructure. Reserves will be reduced by approximately $3.8 million, and the total ending
balance for all funds is projected to be $42 million.

A slide showed the breakdown of the District’s capital projects. Improvements to the sewer system
(42 percent/$4.8 million) and upgrades to aging infrastructure at the treatment plant (55 percent/$6.2 million)
are key priorities for this District.

A slide presented a table of the adopted service charge for a single-family home. The current rate of
approximately $668 will increase by $45 per year, as adopted by the Board last year.

The 2025 S&P Credit Rating Metrics from the S&P Global Survey of 1,600 Water and Wastewater
Utilities were shown on a slide. The District has reasonable debt coverage but is highly leveraged, resulting in a
high Debt to Capitalization ratio (51 percent). Strong reserves and days of cash might offset some worries about
debt. Bond refunding could strengthen the District's debt coverage ratio and improve its credit rating.

A slide showed a bar graph of actual and projected reserve balances based on the target values set by
the District's reserve policy adopted last year. There will be a drawdown of funds over the next couple of years
due to proposed capital projects. The adopted rate increases will allow the District to stay within the reserve
target over the next several years.
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A slide showed details of the 2016 Series A (District No. 20 Revenue Bonds), the District's only
outstanding debt. These bonds are callable in October 2026 and can be refinanced as early as July 2026. Staff
and the Financial Advisor have evaluated refinancing to identify interest savings from the current rate
environment. Debt may be restructured to realize additional savings or benefits.

The proposed 2026 refunding bonds for the District were discussed, with a bond amount of $118 million.
Currently, the true interest cost estimate is between 2.7 percent and 3.56 percent. The net present value of savings
is estimated to be between $5.9 million and $15.1 million, resulting in average annual savings of approximately
$0.4 million to $1.1 million. The final maturity date would remain October 1, 2042.

There is a lot of market uncertainty due to the expected change in the Federal Reserve's Chairperson and
the conflict in Iran, which may impact interest rates. Staff will continue to watch the market and provide
information to the Board.

The Chief Engineer and General Manager stated that the interest rate is set on the day of closure
(expected in August). A new Federal Reserve Chairperson will be announced on July 1. If there is a significant
increase in interest rates, the matter will be placed on hold, although the refunding window is between August
and October.

Mr. Hall continued his presentation. A slide listed the benefits of refunding bonds. Refunding the bonds
is expected to lower annual debt service costs and the total cost of the debt. It also improves key financial metrics
such as the debt service coverage ratio.

The Financing Team was shown on a slide, highlighting key members including the Municipal Financial
Advisor, Montague, DeRose, & Associates; Bond Counsel, Best Best & Krieger LLP; and Disclosure Counsel,
Stradling Yocca Carlson & Rauth. The underwriters will consist of a Senior Manager and Co-Manager, who will
be announced after a selection process that is currently underway.

A slide outlined the next steps for the refunding process. Today, the Board was briefed. In May, the
Board will consider adopting the resolution for the bonds. After the Board adopts the resolution, the Financing
Authority will adopt the resolution necessary to issue the bonds in June. In July, staff will conduct credit rating
presentations, with a potential bond closing in August. Staff will monitor the financial situations at each step,
ready to delay or accelerate actions to maximize the District’s benefits.

In response to Director Ohlsen, the Chief Engineer and General Manager stated that District No. 20 has
a smaller service area than District No. 14. Despite the size difference between the Districts, the construction
costs of the treatment plants in each District were similar. District No. 14 can spread its costs across a larger
number of ratepayers. The only way to have the same rates across both Districts would require a costly capital
project to connect both systems and would result in significant rate increases for both Districts with no offsetting
benefits. An independent study on this matter was previously completed, and a report will be sent to
Director Ohlsen.

The Chief Engineer and General Manager announced that a tour of the Palmdale Water Reclamation
Plant is scheduled for Saturday, March 14, 2026, from 9 a.m. to 11 a.m. Attendance has grown over time, and
there are currently 50 RSVPs. He encouraged the Directors to share the invitation with staff and residents, as the
tour is open to the public.

Upon motion of Director Ohlsen, duly seconded and unanimously carried, the meeting was adjourned
at 12:01 p.m.

KATHRYN BARGER
Chairperson
ATTEST:

KIMBERLY S. CHRISTENSEN
Secretary
/ee
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