AGENDA

BOARD OF DIRECTORS
MIDDLE FORK PROJECT
FINANCE AUTHORITY

Thursday, February 19, 2009
10:00 a.m., Regular Meeting

American River Room
Placer County Water Agency
144 Ferguson Road
Auburn, California

Members of the Board of Directors:

PLACER COUNTY WATER AGENCY COUNTY OF PLACER
Lowell Jarvis, District 3 Robert Weygandt, District 2
Mike Lee, District 4 Jim Holmes, District 3, Chair

A. Call to Order
1. Roll call
2. Pledge of Allegiance
3. Election of Chair and Vice Chair for 2009

B. Public Comment: Any member of the public may address the Authority Board on any matter
within the jurisdictional authority of the Authority Board, or on any item of this agenda before or
during the Authority Board's consideration of that item. Public comment is limited to three minutes
per person.or spokesperson of any group or such other time limit as may be imposed by the Chair in
order to enable the Authority Board to complete its agenda within a reasonable period of time.

C. Agenda Review and Changes

D. Consent Calendar: All items listed under the consent calendar are considered to be routine and
will be approved by one motion. There will be no separate discussion of these items unless a
member of the Board, audience, or staff requests a specific item be removed from the consent
calendar for separate action. Any item so removed will be taken up following the motion to approve
the consent calendar.

(PS D 1. Approve November 20, 2008, minutes.
C?S 5) 2. Receive and file Check Register 09-01 expenses disbursed.

CP 7> 3. Receive and file Treasurer's Investment Report for the quarter ended
q December 31, 2008.
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General Iltems

-

no

o

Approve contract from Maze & Associates to provide financial statement
auditing services for the year ending December 31, 2008; take action as
appropriate.

Receive report on status of Relicensing activities; take action as appropriate.
(a) Middle Fork Project Relicensing Process Plan 2009-2013
(b) Hydrology model development update and hydrology forecasting preview

Receive report on status of Business Plan activities; take action as
appropriate.

Review and approve Resolution 09-__ readopting the Authority’s
Investment Policy for use during 2009; take action as appropriate.

Review MFP Relicensing Project year-to-date Budget and actual schedule
through January 27, 2009; take action as appropriate.

Reports by Directors: In accordance with Government Code § 54954.2(a),

Directors may make brief announcements or brief reports on their own activities.
They may ask questions for clarification, make a referral to staff or take action to
have staff place a matter of business on a future agenda.

Reports by Legal Counsel

Reports by Secretary

Reports by Executive Director

Adjournment

THE NEXT RESOLUTION NUMBER IS 09-01

The administrative affairs of the MFP Finance Authority are managed by PCWA. Inquiries
regarding the MFP Finance Authority should be directed to the PCWA General Manager's
office (530) 823-4860 for reply.

February 19, 2009
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In compliance with the Americans with Disabilities Act, if you need special assistance to participate in this
meeting, please contact PCWA at (530) 823-4860. Notification by Friday noon preceding the meeting will
enable the Authority to make reasonable arrangements to ensure accessibility to this meeting. [28 CFR
35.102-35.104 ADA Title 11]

In accordance with Government Code Sec. 54954.2(a) this notice and agenda were posted in the Agency's
outdoor bulletin board at the Placer County Water Agency Business Center at 144 Ferguson Road, Auburn,
California, on or before February 12, 2009.

Schedule of Upcoming Regular Board Meetings

e Thursday, May 21, 2009, 10:00 a.m. — Regular Board of Directors’ meeting at Placer County Water
Agency Business Center, 144 Ferguson Road, Auburn, California.

e Thursday, August 20, 2009, 10:00 a.m. — Regular Board of Directors’ meeting at Placer County Water
Agency Business Center, 144 Ferguson Road, Auburn, California.

e ' Thursday, November 19, 2009, 10:00 a.m. — Regular Board of Directors’ meeting at Placer County
Water Agency Business Center, 144 Ferguson Road, Auburn, California.

February 19, 2009
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D.1.

MINUTES
BOARD OF DIRECTORS
MIDDLE FORK PROJECT
FINANCE AUTHORITY
Thursday, November 20, 2008 @ 10:00 a.m.
Regular Meeting

Board Directors present

County of Placer County Placer Co%m“vty Water Agency
Jim Holmes, District 3 — Chair Mike Lee, District.4
Robert Weygandt, District 2 Otis Wollan, District:5, Vice-Chair

Authority Personnel Present:
David Breninger, Executive Director; Tom Miller, Secretary; Joseph Parker, Treasurer.

Authority Personnel Absent
*Ed Tiedemann, General Counsel

County of Placer Staff Present:
Holly Heinzen, Assistant CEO; Jenine Windeshausen; Trqa’Surer-Tax Collector; Anthony LaBouff, County
Counsel; Brett Storey, Sr. Managgent Analyst; Bevegl\ykoberts, Clerk

Placer County Water Agéncy Staff Pregent;
Einar Maisch, DeputyExeeﬁfi’vg Director; Mal Toy, Director.of Resource Development; Ed Horton

Others Present:
*Janet K. Goldsmith; General Counsck(Sitting In For Ed Tiedemann); Dean R. Tibbs, Advanced Energy

Strategies,:Inc.

A. &all to Order

Diréctor Holmes called thig'meeting to order at 10:30 a.m. in the American River Room, Placer County
Water Agency Business Center, 144 Ferguson Road, Auburn, California.
Director Holiiics:led the Piedge of Allegiance.

B. Public Comment:: Yo comment from the members of the public.

C. Agenda Review and Changes - None

November 20, 2008
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Consent Calendar

1. Approve August 21, 2008 minutes.

2. Receive and file Check Register 08-04 expenses disbursed.

3. Receive and file Treasurer’s Investment Report for the quarter ended September 30, 2008.

Motion by Director Lee to approve Consent Calendar, motion second by Director Weygandt and
unanimously approved by all Directors.

General Items

1. Receive report on status of non-operating acfivities for relicensing, betterments, and
marketing activities. Take action as appropriate.

Authority Deputy Executive Director gave an overviéw and update of relicensing, betterments, and
marketing activities, highlighting the below.

a. Relicensing S
e Release of draft s'tu Vi Leports continue throtgh.2009 & early 2010.

.y,

IR
e Anticipated new llcens> c%ndltxon negotiations: will commence summer 2009 &

summer 2010.
. Prellmmary License ﬁnopo,qaﬁ with skt ofidraft conditions due to FERC in
+Gtober 2010. b

“:‘v“.\. N
® Flr;a\fz‘[:;c‘e\nse Proposal m‘gst be submitted in February 2011.
‘1! ‘:\':&
b. * Betterinents- W'ork continues on fhree projects identified in the FERC Pre-Application
documents, ..
. DO,ubhng the‘capacity of French Meadows Powerhouse
Increase seasonal storage at Hell Hole Reservoir by 7,600 acre-feet

@
e :Increase'the.efficiency and capacity of the Ralston PowerHouse

c. Marketing.- The PCWA/County energy marketing team has been considering a range
of future riiarketing models for sale of the electrical output of the Middle Fork Project.

s Single:Contract with an entity such as PG&E.
¢ Accessing the market through an Agent acting on the Agency’s/County’s behalf.
o i ‘Accessing the market directly using primarily in-house staff.

In addition, in 2009 the marketing team anticipates adding power marketing expertise to
the team to aid in structuring future contracts.

Discussion followed by Board of Directors.

No action required.

November 20, 2008
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2. Review MFP Non-Operating Budget and expenses and take action as appropriate:
a. Review 2008 MFP Non-Operating Budget and expenses through November 7, 2008.
b. Review and approve the 2009 Middle Fork Project Finance Authority Budget.
c. Review and approve the 2009 Quarterly Draw Schedule.
Authority Treasurer gave an overview and a detail explanation of the MFP, Non-Operating Budget
and expenses. Requested approval of the 2009 Middle Fork Project Finance Authority Budget, and
the 2009 Quarterly Draw Schedule.

Motion by Director Weygandt to approve General Iteng2,’I> & ¢, motion:second by Director Lee
and unanimously approved by all Directors.

F. Report by Directors: None.
Deputy Director announced the retirement of Mal“Foy;:Director of Resource Development on 12/12/08

and that he would be coming back to work as a consultant;,

Reports by Legal Counsel: Janet K. Goldsmith, Attorney: No reports.

H. Reports by Secretary: None.
L Reports by Executive Director: None.

J. Adjournment to next.meéeting: Motion by Director Holmies to adjourn, all directors in favor.
Motion carried to adjourn."Meéting adjourned at;11:10 a.m.

Next mee\?‘ing‘.‘:siheduled for Thursday, ?Februt_zrV 19, 2009 at 10:00 AM

SN, :‘t‘xﬁ :

Thonias ‘;M".‘Miller, Secretary : Date
Middle Fork Project Finance Authgrity

vty

Beverly Roberts, Clerk Date
Middle Fork Project Finance Authority

November 20, 2008
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D.2.

CHECK REGISTER 09-01
MIDDLE FORK PROJECT FINANCE AUTHORITY
The Board of Directors of the Middle Fork Project Finance Authority as of this date 02/19/2009,

do hereby receive and file the following check register listing for the period from 11/08/08 to
02/06/09 from the MFP Finance Authority Checking Account.

PAYEE DESCRIPTION AMOUNT
PLACER COUNTY WATER AGENCY  RELICENSING REIMBURSEMENT 898,476.00
PLACER COUNTY WATER AGENCY  RELICENSING REIMBURSEMENT 554,808.55
PLACER COUNTY WATER AGENCY  RELICENSING REIMBURSEMENT 39,266.33
KRONICK MOSKOVITZ TIEDEMANN LEGAL SERVICES 125.00

TOTAL $1,492,675.88
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D ° 3.
MIDDLE FORK PROJECT FINANCE AUTHORITY

OFFICE OF THE TREASURER 530.823.4875

Date: January 30, 2009

To: Board of Directors / MW

From: Joseph H. Parker, CPA, Treasurer

SUBJECT: TREASURER’S INVESTMENT REPORT - DECEMBER 31, 2008

Attached is the Middle Fork Project Finance Authority’s investment portfolio summary at
December 31, 2008.

The cash and investments held in the portfolio are in accordance with the Investment Policy of
the Middle Fork Project Finance Authority. The ability of the Middle Fork Project Finance
Authority to meet cash flows is demonstrated by all the funds in liquid accounts. The
quarterly draws are in advance of budgeted needs.

Currently, the Middle Fork Project Authority funds are invested short term to meet anticipated
cash flow projections.

At December 31, 2008, the MFP Finance Authority’s investment funds were held at Union Bank

in a Premier Checking Account (high yield) and in the Local Agency Investment Fund (State’s
Investment Pool). As such, the par value, book value and market value are the same.

Recommended Action: Receive and file.



MFP Finance Authority
Portfolio Management
Portfolio Summary

December 31, 2008
Par Market Book % of Days to YTM
Investments ' Value Value Value  Portfolio Term Mat/Call 365 Equiv.
Local Agency Investment Funds 1,908,339.06 1,908,339.06 1,908,339.06 47.25 1 1 2.540
Checking Accounts 2,130,770.20 2,130,770.20 2,130,770.20 52.75 1 1 0.280
4,039,109.26 4,039,109.26 4,039,109.26 100.00% 1 1 1.348
Investments
Total Earnings December 31 Month Ending Fiscal Year To Date Fiscal Year Ending
Current Year 5,049.60 62,669.81 62,669.81

Average Daily Balance 2,878,355.16
j 2.07%

Effec te of Return
' 7»Z~ /%J / / 3 o/ 2009

Joséph JA. Parkgr, CPA

Reporting period 12/01/2008-12/31/2008 Portfolio MFP

cC »,

Run Date: 01/28/2009 - 08:35 PM (PRF_PM1) SymRept 6.42*
Report Ver. 5.00



MFP Finance Authority
Portfolio Management

Page 2
Portfolio Details - Investments
December 31, 2008
Average Purchase Stated Days to YTM  Maturity
cusip Investment # Issuer Balance Date Par Value Market Value Book Value Rate Term Mat./Caii 365 Date
Local Agency Investment Funds
LAIF 10001 Local Agency Investment Fund 10/15/2007 1,908,339.06 1,908,339.06 1,908,339.06 2.540 1 1 2540
Subtotal and Average 1,424,468.09 1,908,339.06 1,908,339.06 1,9808,339.06 1 1 2.540
Checking Accounts
5616-OPERATIONS 10000 Union Bank of California 2,130,770.20 2,130,770.20 2,130,770.20 0.280 1 1 0.280
Subtotal and Average 1,453,887.07 2,130,770.20 2,130,770.20 2,130,770.20 1 1 0.280
Total and Average 2,878,355.16 4,039,109.26 4,039,109.26 4,039,109.26 1 1 1.348
Portfolio MFP
CcC

Run Date: 01/28/2009 - 08:35

PM (PRF_PM2) SymRept 6.42

Report Ver. 5.00
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MIDDLE FORK PROJECT FINANCE AUTHORITY

OFFICE OF THE TREASURER 530.823.4875

Date: February 10, 2009

To: Board of Directors W
(10

From: Joseph H. Parker, Treasurer

Subject: Financial Statement Audit Services for the year ending December 31, 2008

Attached herewith is the engagement letter (contract) from Maze & Associates dated
November 17, 2008 to provide the Authority with financial statement auditing services
for the period ending December 31, 2008.

During 2008 PCWA formally bid for new audit services and Maze & Associates was
selected to be the new auditors for Placer County Water Agency. Because PCWA
maintains the books and records of the Authority, it was determined that PCWA'’s
auditors would also audit the Authority’s financial statements.

The contract, engagement letter and referenced documents discuss more specifics
regarding the scope of work Maze & Associates will perform during their financial
statement audit. Accompanying their engagement letter and as required by Government
Auditing Standards, Maze & Associates has provided the Authority with the a copy of
their most recent quality control review report for the year ended May 31, 2005.

We are anticipating the 2008 financial statement audit to commence in March 2009 with
the conclusion of the auditing, reporting and financial statements in May or June 2009.

Recommendation:
Approve contract with Maze & Associates to provide financial statement auditing

services for the year ending December 31, 2008.



7 )
CONTRACT BETWEEN MIDDLE FORK FINANCE AUTHORITY AND
MAZE & ASSOCIATES

FOR PROFESSIONAL SERVICES FOR THE
Financial Statement Audit and Related Services

This contract entered into at Auburn, Placer County, California by and between

AGENCY AUDIT FIRM

Middle Fork Finance Authority Maze & Associates

P.O. Box 6570 3478 Buskirk Ave — Suite 215
Auburn, CA 95604 Pleasant Hill, CA 94523
Phone:(530) 823-4875 Phone: 925.930.0902

Fax: (530) 823-4835 Fax: 925.930.0135

Description of the services to be provided by Audit Fitm:

As per Request for Proposal, Exhibit B, Audit of the Basic Financial State of the Middle Fork
Project Finance Authority, as outlined in Items 1-3.

Agency agrees to compensate Audit Firm for such services as follows:

For services rendered by Audit Firm with respect to the professional services provided, Audit
Firm will be paid based on percentage of completion as agreed to in Exhibit B in the amount not

to exceed $6,340.00.

Payment for the services performed by the Audit Firm shall be considered as full compensation
for all personnel, materials, supplies, services and equipment used in carrying out the work, and
for all the Audit Firm’s costs and expenses, including any taxes required to be paid by the Audit

Firm.

Audit Firm agrees to complete the work to be petformed under this contract pursuant to the
following schedule:

This contract is subject to the following provisions:

1. This contract shall be binding upon the heirs, executors, administrators, successors and
assigns of Audit Firm.

2. This contract shall not be assigned by Audit Firm without the prior written consent of the
Agency.
3. This contract contains the entire agreement between Audit Firm and Agency relating to

1

|2



10.

the project and the provisions of services to the project. Subsequent modifications to the
contract shall be in writing and signed by both Agency and Audit Firm.

Should any provision of this contract be found or deemed to be “invalid”, this contract

shall be construed as not containing such provisions, and all other provisions which are
otherwise lawful shall remain in full force and effect, and to this end, the provisions of
this contract are declared to be severable.

All work to be performed by the Audit Firm under this contract shall be done in
accordance with the prevailing professional standards and in conformance with applicable
laws, rules and regulations, and the Audit Firm represents to the Agency that it and its
employees are fully experienced and properly qualified to perform the work and services
called for herein, and this it is properly licensed, equipped, organized and financed to
perform such work and operations.

The Audit Firm shall finance its own operations hereunder, shall operate as an
independent contractor and not as an agent or employee of the Agency, and nothing in
this contract shall be construed to be inconsistent with this relationship or status.

Any claims or disputes between the Agency and Audit Firm arising out of services to be
provided by the Audit Firm or out of this Contract shall be submitted to nonbinding

mediation.

Should litigation be necessary to enforce any terms or provisions of this contract or to
collect any portion of the amount payable under this contract, litigation and collection
expenses, without fees, court costs and reasonable attorney’s fees shall be paid to the
prevailing party in the amounts set by the court.

The Agency may terminate this contract or any part thereof at any time upon 10 days
written notice to the Audit Firm. In the event of any such termination, the Audit Firm
shall be fairly compensated for all work performed to date of termination, and the Agency
shall be entitled to all work.

The Audit Firm shall comply with the following insurance requirements:

A. Indemnity - The Audit Firm shall indemnify and hold harmless, and when requested
by the Agency to do so, defend the Agency, its directors, volunteers, employees and
independent contractors from any and all claims, demands or charges and from any
loss or liability including attorney's fees and expenses of litigation arising out of
negligent acts including negligent errors or omissions, violations of laws, willful
misconduct or fraudulent representations or concealment of the Audit Firm, its
employees or anyone else employed by the Audit Firm in the performance of the
contract, excepting and excluding liability or damages caused by reason of the sole



negligence of the Agency or the willful misconduct or fraudulent representation or
concealment of the Agency, its directors, volunteers, employees or independent
contractors.

Workers' Compensation - The Audit Firm shall maintain for the entire duration of
this contract such insurance as will protect it from claims under workers'
compensation and employers' liability acts, such insurance to be maintained, as to
type and amount, in strict compliance with State and Federal statutes, with
employers' liability limits to be not less than $1,000,000 per accident.

WORKERS' COMPENSATION PROVIDER:
INSURANCE POLICY NUMBER:

POLICY EFFECTIVE DATES:

Commercial General and Automobile Liability - The Audit Firm shall maintain

for the entire duration of this contract such broad form commercial general
liability and automobile liability insurance as shall protect the Agency, Directors,
employees, volunteers, and independent contractors from claims which may arise
from the Audit Firm's operation under this contract whether such operations be by
the Audit Firm or by its employees, subcontractors, consultants or anyone directly
or indirectly employed by any of the foregoing. The liability insurance shall
include but shall not be limited to protection against claims arising from bodily or
personal injury or damage to property resulting from operations, equipment, or
products of the Audit Firm or by its employees, subcontractors, consultants or
anyone directly or indirectly employed by any of the foregoing. The amount of
commercial general liability insurance will not be less than $1,000,000 combined
single limit per occurrence coverage for bodily and personal injury and property
damage, and $2,000,000 general aggregate. The amount of Automobile Liability
insurance will not be less than $1,000,000 per occurrence. The Audit Firm shall
be required to provide prior to beginning work a certificate of insurance and an
additional insured endorsement for his commercial general liability and
automobile liability policies, and it shall name the Agency, its directors,
employees and volunteers as covered insureds.

Errors and Omissions - The Audit Firm shall maintain, for the entire duration of
this contract, such errors and omissions insurance as shall protect it from claims
based on negligent errors, or omissions, which may arise from the Audit Firms
operations under this contract, whether such operations be by the Audit Firm or by
its employees, subcontractors, consultants or anyone else directly or indirectly
employed by any of the foregoing. The amount of this insurance shall not be less

than $1,000,000.
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12.

E. Certificates of Insurance - The Audit Firm shall provide the Agency with
certificates of insurance, and if requested by the Agency, certified copies of the
policies required by paragraphs B, C and D of this Article. Approval of the
insurance by the Agency shall not relieve or decrease the liability of the Audit
Firm. The certificates shall provide that 30 days written notice of any material
change or cancellation of the insurance will be provided to the Agency, and the
certificate for the insurance and an Additional Insured Endorsement required by
paragraph C of this Article, and the underlying policy therefore, shall expressly
include the Agency as an additional insured thereunder. All insurance shall be
issued by insurers with a Best's rating of no less than A-:VII or equivalent or as
otherwise approved by the Agency.

Financial Disclosure The Audit Firm shall make all disclosures required by the
Agency’s conflict of interest code in accordance with the Audit Firm category designated
by the Agency, unless the Agency’s General Manager determines in writing that the Audit
Firm’s duties are more limited in scope than is warranted by the Audit Firm category and
that a narrower disclosure category should apply. The Audit Firm also agrees to make
disclosure in compliance with the Agency’s conflict of interest code if, at any time after
the execution of this contract, the Agency determines and notifies the Audit Firm in
writing that the Audit Firm’s duties under this contract warrant greater disclosure by the
Audit Firm than was originally contemplated. The Audit Firm shall make disclosures in
the time, place and manner set forth in the Agency’s conflict of interest code and as
directed by the Agency.

Prevailing Wage Requirements The Audit Firm shall comply with all laws and
regulations, including any prevailing wage and other employment laws and regulations,
such as California Labor Code sections 1720, ef seq., to the extent they are applicable to
the work to be performed under this contract.

IN WITNESS WHEREOF, the parties hereby execute this Contract the day and year written below:

MIDDLE FORK FINANCE AUTHORITY MAZE & ASSOCIATES

By: M

Chairman of the Board of Directors

Date:

Its: 2o o

Date: /.g// 0,/0 g




. Exhibit B
Moaze &
ASSOCIATES

November 17, 2008 ACCOUNTANCY CORPORATION
3478 Buskirk Ave. - Suite 215

Pleasant Hill, California 94523
(925) 930-0902 - FAX (925) 930-0135

Joseph Parker maze@mazeassociates.com
Trgasurer www.mazeassociates.com
Middle Fork Project Finance Authority

144 Ferguson Road

Auburn, CA 95603

Dear Joseph:

We are pleased to confirm our understanding of the services we are to provide for the Middle Fork Project Finance
Authority for the year ended December 31, 2008. The services we have been engaged to provide are outlined
below, but we are also available to provide additional services at your request:

1) Audit of the Basic Financial Statements of the Middle Fork Project Finance Authority and issuance of our
report thereon.

2) Preparation of our Memorandum on Internal Control for the Authority.
3) Preparation of Annual Report of Financial Transactions for the Authority (Controller’s Report)
Audit Objective

The objective of our audit is to express opinions on whether your financial statements are fairly presented in all
material respects in conformity with generally accepted accounting principles in the United States of America and
to report on the faimess of accompanying supplemental information when considered in relation to the basic
financial statements taken as a whole. Our audit will be conducted in accordance with generally accepted auditing
standards in the United States of America; and will include tests of accounting records, and other procedures we
consider necessary to enable us to express such an opinion. If our opinion on the financial statements is other than
unqualified, we will fully discuss the reasons with Authority management in advance. If, for any reason, we are
unable to complete the audit or are unable to form or have not formed an opinion, we may decline to express an
opinion or to issue a report as a result of this engagement.

Management Responsibilities

Management is responsible for the basic financial statements and all accompanying information as well as all
representations contained therein. As part of the audit, we will prepare a draft of your financial statements and
related notes. You are responsible for making all management decisions and performing all management functions
relating to the financial statements and related notes and for accepting full responsibility for such decisions. You
will be required to acknowledge in the management representation letter that you have reviewed and approved the
financial statements and related notes prior to their issuance and have accepted responsibility for them. Further,
you are required to designate an individual with suitable skill, knowledge, or experience to oversee any nonaudit
services we provide and for evaluating the adequacy and results of those services and accepting responsibility for
them.

A Professional Corporation
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Management is responsible for establishing and maintaining internal controls, including monitoring ongoing
activities; for the selection and application of accounting principles; for the fair presentation of financial position
of the Authority’s various activities, major funds, and the aggregate remaining fund information and changes in
financial position and, where applicable, cash flows in conformity with U.S. generally accepted accounting
principles.

Management is responsible for making all financial records and related information available to us. We
understand that the Authority will provide us with the Closing Checklist information required for our audit and that
the Authority is responsible for the accuracy and completeness of that information. Management is responsible for
adjusting the financial statements to correct material misstatements and for confirming to us in the representation
letter that the effects of any uncorrected misstatements aggregated by us during the current engagement and
pertaining to the latest period presented are immaterial, both individually and in the aggregate, to the financial
statements taken as a whole.

You are responsible for the design and implementation of programs and controls to prevent and detect fraud, and
for informing us about all known or suspected fraud or illegal acts affecting the government involving (a)
management, (b) employees who have significant roles in internal control, and (c) others where the fraud or illegal
acts could have a material effect on the financial statements. The Authority is also responsible for informing us of
its knowledge of any allegations of fraud or suspected fraud or illegal acts affecting it received in communications
from employees, former employees, grantors, regulators, or others. In addition, the Authority is responsible for
identifying and ensuring that it complies with applicable laws and regulations.

Audit Procedures - General

An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements; therefore, our audit will involve judgment about the number of transactions to be examined and the
areas to be tested. Also, we will plan and perform the audit to obtain reasonable rather than absolute assurance
about whether the financial statements are free of material misstatement, whether from errors, fraudulent financial
reporting, misappropriation of assets, or violations of laws or governmental regulations that are attributable to the
Authority or to acts by management or employees acting on behalf of the Authority.

Because of the concept of reasonable assurance and because we will not perform a detailed examination of all
transactions, there is a risk that material misstatements or noncompliance, fraud or other illegal acts, may exist and
not be detected by us. In addition, an audit is not designed to detect immaterial misstatements, immaterial illegal
acts, or illegal acts that do not have a direct effect on the financial statements. We will advise the Authority of any
material errors and any fraudulent financial reporting or misappropriation of assets that come to our attention. We
will also inform the Authority of any violations of laws or governmental regulations that come to our attention,
unless clearly inconsequential. Our responsibility as auditors is limited to the period covered by our audit and does
not extend to matters that might arise during any later periods for which we are not engaged as auditors.

Our procedures will include tests of documentary evidence supporting the transactions recorded in the accounts,
and may include tests of physical existence of inventories, and direct confirmation of receivables and certain other
assets and liabilities by correspondence with selected individuals, creditors and financial institutions. We will
request written representations from your attorneys as part of the engagement, and they may bill the Authority for
responding to this inquiry. At the conclusion of our audit we will also require certain written representations from
management about the financial statements and related matters.
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Audit Procedures - Internal Controls

Our audit will include obtaining an understanding of the Authority and its environment, including internal control,
sufficient to assess the risks of material misstatement of the financial statements and to design the nature, timing,
and extent of further audit procedures. An audit is not designed to provide assurance on internal control or to
identify significant deficiencies. However, during the audit, we will communicate to management and those
charged with governance internal control related matters that are required to be communicated under professional
standards.

Audit Procedures - Compliance

As part of obtaining reasonable assurance about whether the financial statements are free of material misstatement,
we will perform tests of the Authority’s compliance with certain provisions of laws, regulations, contracts, and
grants. However, the objective of our audit will not be to provide an opinion on overall compliance and we will
not express such an opinion.

Agreed-Upon Procedures

Our services to apply agreed-upon procedures will be conducted in accordance with attestation standards
established by the American Institute of Certified Public Accountants. The sufficiency of the procedures is
solely the responsibility of those parties specified in the report. Consequently, we make no representation
regarding the sufficiency of the procedures described in the report either for the purpose for which the report
had been requested or for any other purpose. If, for any reason, we are unable to complete the procedures, we
will describe any restrictions on the performance of the procedures in our report, or will not issue a report as a
result of this engagement. Because agreed-upon procedures do not constitute an examination, we will not
express an opinion. In addition, we have no obligation to perform any procedures beyond those listed in the
attached schedule.

Audit Administration, Fees, and Other

The audit documentation for this engagement is our property and constitutes confidential information. However,
pursuant to Authority given by law or regulation, we may be requested to make certain audit documentation
available to a federal agency providing oversight of direct or indirect funding, or the U.S. Government
Accountability Office for purposes of a quality review of the audit, to resolve audit findings, or to carry out
oversight responsibilities. We will notify you of any such request. If requested, access to such audit documentation
will be provided under the supervision of Maze & Associates personnel. Furthermore, upon request, we may
provide copies of selected audit documentation to the aforementioned parties. These parties may intend, or decide,
to distribute the copies or information contained therein to others, including other governmental agencies. We will
retain audit documentation for seven years pursuant to state regulations.

We expect to begin our audit in December 2008 and to issue our reports no later than May 2008. The name of the
engagement partner is Cory Biggs and he is responsible for supervising the engagement and signing the report.

Our fees for these services are billed based on our contract with the Authority. Our standard hourly rates vary
according to the degree of responsibility involved and the experience level of the personnel assigned to your audit.
Our invoices for these fees will be rendered each month as work progresses and are payable on presentation. In
accordance with our firm policies, work may be suspended if the Authority’s account becomes thirty days or more
overdue and may not be resumed until the Authority’s account is paid in full.
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These fees are based on anticipated cooperation from Authority personnel, the completion of schedules and data
requested on our Checklists, and the assumption that there will be no unexpected increases in work scope, such as
new debt issues, etc., or delays which are beyond our control, as discussed on the Fees Attachment to this letter. If
significant additional time is necessary, we will discuss it with Authority management and arrive at a new fee
before we incur any additional costs.

We understand you will provide us with basic workspace sufficient to accommodate the audit team assigned to
your audit. We understand the basic workspace will be equipped with a telephone and direct Internet access,
preferably a temporary network outside of your network, a public IP address and a wired connection. We
understand you will also provide us with access to a fax machine and read only access to your general ledger
system.

Government Auditing Standards require that we provide the Authority with a copy of our most recent quality
control review report and letters of comment. Our most recent peer review and letters of comment report
accompanies this letter.

We appreciate the opportunity to be of service to the Authority and believe this letter accurately summarizes the

significant terms of our engagement. If you have any questions, please let us know. If you agree with the terms of
our engagement as described in this letter, please sign the enclosed copy and return it to us.

Maze & Associates

MM 4

RESPONSE:
This letter correctly sets forth the understanding of the Authority.

By:

Title:

Date:
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Middle Fork Project Finance Authority
Fees Attachment

Service 2008

1) Basic Financial Statements for the Middle Fork

Project Finance Authority $6,340.00

2) Memorandum on Internal Control Structure Included
7) ARFT for the Authority Included
Totals $6,340.00

2008 Fees — Our fees are based on our proposal dated September 29, 2008

Additional Services - The above fees are for audit and assurance services described in the accompanying
engagement letter. They do not include fees for assisting with closing the books nor providing other accounting
services. Should the Authority require assistance beyond audit services we have included a separate Fees for
Accounting Services list of services that we have provided to our clients.

Report Finalization - Our fee is based on our understanding that all information and materials necessary to
finalize all our reports will be provided to us before we complete our year-end fieldwork in your offices. In the
case of financial statements, this includes all the materials and information required to print the financial
statements. As in the past, we will provide final drafts of all our reports before we leave your offices. We will
schedule a Final Changes Meeting with you for a date no more than two weeks after we complete our fieldwork.
At that meeting, we will finalize all reports for printing. After that date, report changes you make and changes
required because information was not received timely will be billed at our normal hourly rates.

Post-Closing Client Adjusting Entries - The first step in our year-end audit is the preparation of financial
statement drafts from your final closing trial balance. That means any entries you make after handing us your
closing trial balance must be handled as audit adjustments, or in extreme cases, by re-inputting the entire trial
balance, even if the amounts are immaterial. If you make such entries and the amounts are in fact immaterial, we
will bill you for the costs of the adjustments or re-input at our normal hourly rates.

Recurring Audit Adjustments - Each year we include the prior year’s adjusting entries as new steps in our
Closing Checklist, so that you can incorporate these entries in your closing. If we are required to continue to make
these same adjustments as part of this year’s audit, we will bill for this service at our normal hourly rates.

Grant Programs Requiring Separate Audit - Grant programs requiring separate audits represent a significant
increase in work scope, and fees for these audits vary based on the grant requirements. If you wish us to determine
and identify which programs are subject to audit, we will bill you for that time at our normal hourly rates.

Changes in Authority Personnel - Our experience is that changes and /or reductions in Finance Department staff
can have a pronounced impact on costs of performing the audit. If such changes occur, we will meet with you to
assess their impact and arrive at a new fee before we begin the next phase of our work. However, we reserve the
right to revisit this subject at the conclusion of the audit, based on your actual performance and our actual costs.
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16360 Monterey Rd., Suite 170 4040 Moorpark Ave., Suite 100
Morgan Hill, CA 95037 San Jose., Ca 95117
Tel: (408) 779-3313 Tel: (408) 557-9890
Fax: (408) 776-1555 Fax: (408) 557-8893

July 28, 2005

To the Shareholders

Maze & Associates Accountancy Corporation

Walnut Creek, California

We have reviewed the system of quality control for the accounting and auditing practice of Maze & Associates
Accountancy Corporation (the firm) in effect for the year ended May 31, 2005. A system of quality control
encompasses the firm’s organizational structure, the policies adopted and procedures established to provide it with
reasonable assurance of conforming with professional standards. The elements of quality control are described in
the Statements on Quality Control Standards issued by the American Institute of Certified Public Accountants
(AICPA). The firm is responsible for designing a system of quality control and complying with it to provide the
firm reasonable assurance of conforming with professional standards in all material respects. Our responsibility is
to express an opinion on the design of the system of quality control and the firm’s compliance with its system of
quality control based on our review.

Our review was conducted in accordance with standards established by the Peer Review Board of the AICPA.
During our review, we read required representations from the firm, interviewed firm personnel and obtained an
understanding of the nature of the firm’s accounting and auditing practice, and the design of the firm’s system of
quality control sufficient to assess the risks implicit in its practice. Based on our assessments, we selected
engagements and administrative files to test for conformity with professional standards and compliance with the
firm’s system of quality control. The engagements selected represented a reasonable cross-section of the firm’s
accounting and auditing practice with emphasis on higher-risk engagements. The engagements selected included,
among others, engagements performed under Government Auditing Standards. Prior to concluding the review, we
reassessed the adequacy of the scope of the peer review procedures and met with firm management to discuss the
results of our review. We believe the procedures we performed provide a reasonable basis for our opinion.

In performing our review, we obtained an understanding of the system of quality control for the firm’s accounting
and auditing practice. In addition, we tested compliance with the firm's quality control policies and procedures to
the extent we considered appropriate. These tests covered the application of the firm’s policies and procedures on
selected engagements. Our review was based on selected tests therefore it would not necessarily detect all
weaknesses in the system of quality control or all instances of noncompliance with it. There are inherent
limitations in the effectiveness of any system of quality control and therefore noncompliance with the system of
quality control may occur and not be detected. Projection of any evaluation of a system of quality control to future
periods is subject to the risk that the system of quality control may become inadequate because of changes in
conditions, or because the degree of compliance with the policies or procedures may deteriorate.

In our opinion, the system of quality control for the accounting and auditing practice of Maze & Associates
Accountancy Corporation in effect for the year ended May 31, 2005, has been designed to meet the requirements of
the quality control standards for an accounting and auditing practice established by the AICPA and was complied
with during the year then ended to provide the firm with reasonable assurance of conforming with professional

standards.

/\M /R_’,&Z +C
/

Nichols, Rick & Company

(A

www.nicholsrick.com
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CERTIFIED PUBLIC ACCOUNTANTS

16360 Monterey Rd., Suite 170 4040 Moorpark Ave., Suite 100
Morgan Hiil, CA 95037 ’ San Joss,, Ca 95117
Tel: (408) 779-3313 Tel: (408} 557-9890
Fax: (408) 776-1555 Fax: (408) 557-9893

July 28, 2005

To the Shareholders

Maze & Associates Accountancy Corporation

Walnut Creek, California

We have reviewed the accounting and auditing practice of Maze & Associates Accountancy Corporation
(the firm) for the year ended May 31, 2005, and have issued our report thereon dated July 28, 2005. That
report should be read in conjunction with the comments in this letter, which were considered in determining
our opinion. The matter described below was not considered to be of sufficient significance to affect the
opinion expressed in that report.

Finding - The firm’s quality control policies and procedures require communication with the predecessor
auditor of a prospective client as required by professional standards, However, the firm’s quality control
policies and procedures do not require this communication to be documented. During our review, we noted
instances where there was no documentation of communication with a predecessor auditor. However, we
were informed by the firm’s personnel that the required communications had been made orally.

Recommendation - The firm should revise its quality control document to require that communication with
predecessor auditors be documented.

/\/JZ/?;Z “ o

Nichols, Rick & Company
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AZE &
ASSOCIATES

ACCOUNTANCY CORPORATION
1931 San Miguel Drive - Suite 100
Walnut Creek, California 94596
January 24, 2006 (925) 930-0902 « FAX (925) 930-0135
E-Mail: maze @mazeassociates.com
. Website: www.mazeassociates.com
Peer Review Program
California Society of CPAs
1235 Radio Road
Redwood City, CA 94065-1217

Ladies and Gentlemen:

This letter represents our response to the report and letter of comments issued in connection with the
review of its accounting and auditing practice for the year ended May 31, 2005. The matters discussed
herein were brought to the attention of all management personnel at our post peer review meeting July 28,
2005. In addition, the matters discussed in this letter will be given special emphasis in our monitoring

procedures.

Communication with Predecessor Auditor — The firm policy of communication with a predecessor auditor
has been amended to include documentation of such communications. Additionally, a standard
questionnaire has been established containing questions that meet the criteria of AU&315.09 to be asked
of the predecessor auditor. The questionnaire may either be mailed to the predecessor auditor or

completed verbally during a telephone interview.

Monitoring — As part of the Quality Assurance Review performed on each new engagement, the Review
Partner is to examine the documentation prepared regarding communication with a predecessor auditor.

We believe these actions are responsive to the findings of the review.

Yo ffeerita

Sincerely,

A Professional Corporation
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M EMORANDUWM

TO: MFP Finance Authority Directors

FROM: Einar Maisch, PCWA Director of Strategic Affairs
DATE: February 10, 2009

RE: February 19" Presentations

Staff will make three presentations to update the Board on the Status of Relicensing, the
development of a hydrology model of the Middle Fork Project, and the status of its Business
Plan development.

In relicensing, as some of the field studies that were begun 2 years ago are completed, we are
transitioning into the negotiation stage.

PCWA has been working on the development of a hydrology model of the Middle Fork Project.
This will be an important tool to determine the impacts that proposed license conditions would
have on future water supply and generation capabilities. And with additional refinements this
model will enable us to efficiently operate the MFP to minimize spills, meet consumptive water
demands, and maximize generation in response to predicted runoff and forward energy prices.

County and PCWA staff continue to work on the development of a Business Plan to guide the
transition to a new power sale arrangement beginning in 2013. The presentation will include a
status update and a discussion of the roles of the Finance Authority and PCWA Boards. We are
targeting approval of the Business Plan at the Finance Authority’s November 2009 meeting.



WIFP BUSINESS PLAN
QUERVIEW
Middle Fork Project Finance Authority
Board of Directors

February 19, 2009

[C I I O B O f

MFP storage capacity is 340,000 acre-feet
Generation capacity of 224 MW

Average power production of 1 million MWh/yr
Under the current power sale contract PG&E pays
all operating and debt service costs

In 2013

» The MFP bonds will be paid off

» A new operating license for the MFP will be issued by the
FERC

» The existing power sale contract with PG&E will expire

PCWA-County Partnarship in the
MEFP

a]

In 1975 the PCWA Act was amended to
provide:

“No contract for the sale of electrical energy shall

be executed, nor shall any revenues received
pursuant to any contract for the sale of
electrical energy entered into after January 1,
1975, be spent, unless previously approved by
the board of supervisors of the county.”

ae



MEP Finanee Authority

@ Finance Authority formed in January 2006
@ The purposes of the Finance Authority:

= Provide financing for the work required to obtain a
new FERC license and any MFP required capital
improvements

¢ Approve future energy sales

= Approve the operating budget of the MFP and
distribute any net revenues from future energy sales
to the County and the Water Agency

MIFP? Finance Authority

@ Through the Finance Authority, the County and
PCWA are equally responsible to provide the financial
resources necessary to meet the operating requirements
of the MFP under a new FERC license.

B County of Placer Interests:

= To have the Finance Authority review and approve agreements
that could have an impact on the cost of operating the MFP

@ PCWA's interests:
= To have the Finance Authority’s concurrence on any

agreements regarding license conditions that could have an
impact on the cost of operating the MFP

Finanea Authority
Digtribution Reguiremants

@ The Finance Authority is required to expend
revenue from future power sales consistent
with the following ordered list of spending
priorities:
= First: Debt service and basic operation and

maintenance of the MFP

= Second: MFP additions, betterments, and capital
and operating reserves

» Third: Equal distribution to the County and the
Agency of all remaining power revenues




Sommants on Future Net
gevenues

B Net revenues are affected by:
» Energy price variability
» Hydrologic variability
s Operating cost variability

Enargy Price Yariability

& In 2008 the value of natural gas fired energy in
California has ranged from a high of just over
$100 per MWh in mid-summer down to less
than $50 per MWh by the end of the year

Hydrologic Variability

@ Flows have ranged from
= high of 650,000 AF in 1983
« low of 84,000 AF in 1977
@ Generation has ranged from
» high of 1.85 million MWh in 1983
» low of 0.21 million MWh in 1977

8 MFP produces an average of about 1 million
MWh/yr
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@ The average annual operating cost for the MFP
for the past 10 years, including debt service,
has been $16 Million.

® In 2007 the annual operating cost was $31
Million

Ngt Reyenus Summary

T oy

= Estimated average gross revenues $45 to $65
Million

®@ But in any given year gross revenues could
range between $10 and $150 Million

® New license conditions:
» Reductions in generation of 5% or more

= Increases in annual operating expenses of 20% or
more




Net Revanua Summary

@ Capital and operating reserve funds
» Drought
= Flood
= Fire
= Major mechanical breakdown
@ MFP should, on average, produce tens of
millions of dollars in net revenues per year

Marketing Meodeals

8 Long term take-or-pay contract to a single
entity

@ Access the market in multiple sales agreements
of varying lengths of terms through an agent

© Direct energy trading

Business Plan Schedule and
illestones
@ November 2009

s PCWA and Finance Authority approval of the
Business Plan

= Authorization to solicit proposals for a new power
sale arrangement

» Begin recruitment of staff and competencies
consistent with anticipated marketing model




Busingss Plan Sehedule and
Milestones
B May 2011
s Agreement with Marketing Partner to be complete

s Forecast hydro operations model with integrated
forward price curve to be completed

= All staffing complete:

= Operations Manager

= Power Marketing Specialist

o Operations Engineer

= Hydro Forecaster

Begin trial (mock) operation of proposed marketing

operation

Business Plan Schedule and
Milestonas
B April 2012
s SCADA system upgrades complete

» New turbine/generator control systems upgrades
complete

= All competencies at performance levels

@ May 1, 2013 begin operation under new power
sale contract




MFP Simulation Model
Purpose

» Determine the effects of potential new

license

conditions (e.g. instream flow, reservoir levels)

on water supply and power generation

- Illustrate MFP capabilities and limitations

- Test various operating scenarios

Simulation Model Use

Baseline Study Alternative Study
(—— Hydrology {1075 — 2007 Historic Hydrology) Hydrology ——+
{#—— Consumptive Demands  (PatemofUss)  Consumptive Demands —»
Input  =—— Power Demands (2006 Demand Pattern) Powes Demunds ——»
l—— Fiud Citarin (Pysical Cepachies) Fheed Critaca —
le—— Operating Rules (Minirrrum inatream Flows) Operating Rules——»

f~—= Verificstion Tables —s 2 Verification Tables «———
Output
== Revenoir Lovels —- Reservolr Levels «——
—»  Genarston ——s Genarstion  +—!
Compars
Output to
*  Assess




Simulation Model - Scope

Muddle Fork Praject —_
Operations and Planaing Model Schematic P
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Simulation Model - Mechanics
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Simulation Model Priorities

Model allocates water in the following
order of priority:

Instream flow requirements
Consumptive demand

Fill reservoirs

Avoid reservoir spill

Meet carryover storage target

Dispatch for energy generation according to
power demand index

ok WN=




Simulation Model
Reservoir Fill Strategies (Feb — Jul)

- Use California Department of Water Resources
Bulletin-120 forecast and update monthly

- Linearly interpolate between B-120 forecast to
simulate “looking out the window"”

« If forecasted runoff is sufficient to meet first five
priorities, then dispatch “extra” water according
to power demand index

Simulation Model
Reservoir Dispatch Strategies
(Aug-Jan)
s Calculate generation volume:

(storage + forecasted inflow) — (requirements +
carryover storage target)

» Dispatch water according to power demand
index

s Update generation volume every two weeks

Impact Analysis — Water Supply

MFP Total Storage
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Impact Analysis - Generation

Weekdays
Woakdays Washdnys Weekdnys Waekands Mar-Muy & Weskends
Howofday Jul-Aug JunSep Nov-Feb Jun-Sep  Oct  Oct-Sey

Lessons and Future Development

During wetter years, the Project operates to
generate maximum revenue while creating room
in the reservoirs for the next year

In drier years, the project operates to schedule
generation releases as needed to meet
consumptive demands and license requirements
Some development work remains: fine tuning of
hourly model for the peaking reach; maximizing
operations of potential project betterments; and
a modification of hydrology input to account for
climate change

New Tool Development -
MFP Runoff Forecasting

» Simulation Model is not “predictive”
= Strictly used for alternatives compariso n
= Not designed to predict future generation or revenue
= Does not forecast w ater availability

= In the future, the Agency will have a need to
accurately predict the amount of water available
for consumptive uses and hydropower
generation

= Power marketing partner will use hydrology
forecast data, along with power market price
forecasts to dispatch water




Runoff Forecasting
Approach and Data

s Utilize statistical models that correlate real time
watershed data with observed runoff patterns.
= Data set includes:
= Network of snow survey locations

= Additional snow sensors and o ther meteorological
monitoring locations

= Precipitation Data
= Project flow gages

Fob [ Apr My dun dul Aug Sep

Duncan 4 D 76 1.4 48 08 03 0.1

French Mesdows 1 16 204 “a 184 24 12 04

Hell Hole 20 20 38 555 2 3 15 05
Total 40 40 76 i 4 0 3 1

Runoff Forecasting
Future Steps

Develop procedures to partition seasonal runoff forecast
into monthly forecast

Examine use of real-time telemetry, snow sensor data,
or Bulletin 120 mid-month update to provide bl-weekly
forecasts

Investigate forecasting runoff within Project, but below
storage facliities for use by downstrea m powerhouses

» Upgrade key gage sites to allow real -time access to data
a Begin evaluating, testing, and adjusting forecasting
procedures using 2009 snow survey re sults




MDDLE FORK PROJECT FINANCE AUTHORITY

OFFICE OF THE TREASURER 530.823.4875

Date: January 2, 2009

To: Board of Directorsﬁﬁ@}/

From: Joseph H. Parker, CPA, Treasurer

SUBJECT: RECOMMEND READOPTING THE CURRENT INVESTMENT
POLICY

California Government Code requires the Treasurer to submit annually, during the fiscal year’s
first quarter, to the Board of Directors a statement of investment policy for consideration.
Therefore, attached is the existing Investment Policy dated February 22, 2006 as adopted by the
Authority Board on February 28, 2006 for the Board’s consideration and approval. Also,
attached is a Resolution to re-adopt the existing investment policy for use during 2009.

As the Authority’s primary purpose is to provide financing for Relicensing activities and longer
term is not currently anticipated, the attached investment policy is limited to only short-term
readily liquid investments.

Recommendation: Consider and adopt the attached Resolution by Board of Directors to
readopt the Authority’s existing (attached) Investment Policy.
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RESOLUTION NO. 09-____ OF THE BOARD OF DIRECTORS
OF THE MIDDLE FORK PROJECT FINANCE AUTHORITY READOPTING
AN INVESTMENT POLICY

WHEREAS, Section 53646(a)(2) of the California Government Code requires the treasurer or
chief fiscal officer of the local California agency to annually submit to the legislative body of that
Authority a statement of investment policy for that body’s consideration; and

WHEREAS, the Authority’s chief fiscal officer, its Treasurer, has submitted such a statement of
investment policy to the Board, which this Board has considered; and

WHEREAS, this Board desire to incorporate this Authority’s investment policy, which is based
upon the material submitted to it by the Treasurer in the statement of investment policy;

NOW THEREFORE, BE IT RESOLVED by the Board of Directors of the Middle Fork Project
Finance Authority that this Board hereby readopts the investment policy for use in 2009 in the format
set forth in the attached.

The foregoing resolution was duly passed at a regular meeting of the Board of Directors of the
Middle Fork Project Finance Authority held on February 19, 2009 by the following vote on roll call:

AYES DIRECTORS:

NOES DIRECTORS:

ABSENT DIRECTORS:

Signed and approved by me after its passage this 19™ day of February 2009.

Chair, Board of Directors
MIDDLE FORK PROJECT FINANCE AUTHORITY
ATTEST:

Secretary
MIDDLE FORK PROJECT FINANCE AUTHORITY



Middle Fork Project Finance Authority

Investment Policy

Policy Statement

This policy is intended to provide guidelines for the prudent investment of the

Authority’s funds and outline the policies for max1m121ng the efficiency of the

Authority’s -cash management system. The ultimate goal is to enhance the economic

status of the Authority consistent with the prudent protection of the Authority’s

investments. This investment Policy has been prepared in conformance with all pertinent

existing laws of the State of California including California Government Code Sections
- 53600, et seg. The Authority is a Joint Exercise of Power organization established for the
- purpose of financing the Middle Fork Project FERC Relicensing efforts and the Authority
funds will be maintained in short-term investments.

Scope

It is intended that this policy cover all funds and investment activities of the Authority,
including the proceeds of certain finance programs, which are invested in accordance
with provisions of their specific indentures. These funds are defined and detailed in the
Authority’s Annual Financial Statements and include any new funds created unless
speclﬁcally excluded by Authority management and the Board of Dlrectors

Prudent Person Standard

The Authority operates its investment portfolio under the Prudent Investor Standard
(California Government Code Section 53600.3) which states, “When investing,
reinvesting, purchasing, acquiring, exchanging, selling or managing public funds, a
trustee shall act with care, skill, prudence and diligence under the circumstances then
prevailing, including, but not limited to, the general economic conditions and the

anticipated needs of the Authority, that a prudent person acting in a like capacity and

familiarity with those matters would use in_the conduct of funds of a like character and
with like aims, to safeguard the principal and maintain the liquidity needs of the
" Authority”.

Investment Objectives

" When investing, reinvesting, purchasing, acquiring, exchanging, selling or managing the
Authority’s funds, the primary objective is to safeguard the pnncipal of the funds. The
secondary obJectlve is to meet the liquidity needs of the Authority. The third objective is
to achieve a maximum return on invested funds. It is the policy of the Authority to invest
public funds in a manner to obtain the highest yield obtainable with the maximum
security while meeting the daily cash flow demands of the Authority as long as
investments meet the criteria established by this policy for safety and liquidity and

Prepared by the Treasurer Page 1 of 9 Version date: February 22, 2006



Middle Fork Project Finance Authority
Investment Policy

conform to all laws goveming thé investment of Authority funds. Currently, the
“ investment objectives will be to maintain the Authority funds in short-term mvestment
pools, money market funds or similar authorized investments.

(a)  Safety of Principal.

Safety of principal is the foremost objective of the Authority. Each investment
transaction shall seek to first ensure that capital losses are avoided, whether they
arise from securities defaults, institution default, broker-dealer default, or erosion
of market value of securities. The Authority shall mitigate the risk to the principal -
of invested funds by limiting credit and interest rate risks. Credit Risk is the risk
of loss due to the failure of a security’s issuer or backer. Interest Rate. Risk is the.
risk that the market value of the Authority’s portfolio will fall due to an increase
in general interest rates.

1) Credit risk will be mitigated by:

(a) Limiting investments to only the most credltworthy types of
securities;

(b) By pre-qualifying the financial mstltutlons w1th whlch the
Authority will do business; and

(c) By diversifying the investment portfolio so that the potent:al '
failure of any one issue or issuer will not place an undue financial
burden on the Authority.

2) Interest rate risk will be mitigated by:

(a)  Structuring the Authority’s portfolio so that securities mature to
meet the Authority’s cash requirements for ongoing obligations,
thereby reducing the possible need to sell ‘securities on the open
market at a loss prior to their maturity to meet those requirements;
and : :

(b)  Investing primarily in shorter-term securities.

(b) Liguidity

Availability of sufficient cash to pay for current expenditures shall be
maintained. An adequate percentage of the portfolio shall be maintained
in liquid short-term investment pools or securities, which can be converted
to cash as necessary to meet disbursement requirements. Since cash .
requirements cannot always be anticipated, sufficient investments in
securities with active secondary or resale markets shall be utilized. These
securities will have a low sensitivity to market risk. The Local Agency

Prepared by the Treasurer Page 2 of 9 Version date: February 22, 2006




Middle Fork Project Finance Authority
Investment Policy

Investment Fund (LAIF) and/or County Pool may also be used as liquid
investments. The cash management system of the Authority shall be
designed to accurately monitor and forecast expenditures and revenues to
insure the investment of monies to the fullest extent possible.

© Rates of Return

Yield on investments shall be considered only after the basic requirements

of safety and liquidity have been met. The investment portfolio shall be
designed to attain a market average rate of return throughout economic -

cycles, taking into account the Authority’s risk ,constraints, the -

composition and cash flow characteristics of the portfolio, and applicable

laws.
Delegation of Authority

The Board. of Directors hereby delegates management authority and responsibility for
implementing the investment. policy to the Treasurer, who shall establish written
procedures for the operation of the investment program consistent with this investment
policy and the requirements of applicable laws. Such procedures shall include explicit
delegation (by the Board of Directors) of authority to persons responsible for investment
transactions. No person may engage in an investment transaction except as provided
under the terms of this policy and the procedures established by the Board of Directors.
The Treasurer shall be responsible for all transactions undertaken by the Authority’s
staff, and shall establish a system of controls to regulate the activities of internal staff and

any external investment advisors.

All participants in the investment process shall act, as custodians of the public trust and
all investment officials shall recognize that the investment portfolio is subject to public
review and evaluation. The overall program shall be designed and managed with a
degree of professionalism that is worthy of the public trust. All investment related

activity shall be done in conformance with this policy and all applicable State and Federal -

Iaws and regulations.
Ethics and Conflicts of Interest

Officers and employees involved in the investment process shall refrain from personal
business activity that could conflict with proper execution of the investment program, or
which could impair their ability to make impartial investment decisions. Employees and
investment officers shall disclose any financial interest in financial institutions that
conduct business with the Authority, and they shall further disclose any personal
financial / investment positions that could be related to the performance of the

Prepared by the Treasurer Page 3 of 9 Version date: February 22, 2006




Middle Fork Project Finance Authority
Investment Policy - |

Authority’s portfol'io Employees and officers shall subordinate their personal investment

transactions to those of the Authority, particularly with regard to the timing of purchases

and sales, and shall avoid transactions that might impair public confidence.
Autho_rized and Suitable Investments

The Authority is provided a broad spectrum of eligible investments under California
Government Code Sections 53600 —53609 (authorized investments), 53630-53686
(deposits and collateral) and 16429.1 (Local Agency Investment Fund). The Authority
may choose to restrict its permitted investments to a smaller list of securities that more

closely fits the Authority’s cash flow needs and requirements for liquidity. If a type of .
~ investment is added to the Government Code list, it shall not be added to the Authority’s
Authorized Investment List until this policy is amended and approved by the Board of .

Directors. If a type of investment permitted by the Authority should be removed from the
- Government Code list, it shall be deemed concurrently removed from the Authority’s
Authorized Investment List, but existing holdings may be held until they mature.

Within the context of these limitations, the following investments are authorized:- '

PERMITTED INVESTMENTS/ : LIMIATIONS/

DEPOSITS - PERCENTAGES
Local Agency Investment Fund Maximum permitted
By State Treasurer
Placer County Treasurer’s Investment Pool Maximum permitted
' " By the County Treasurer
Time Certificates of Deposit Unlimited
Money Market Mutual Funds , 20 percent
Passbook Deposits Unlimited

One of the purposes of this Investment Policy is to define what investments are
permitted. If a type of security is not specifically authorized by this policy, it is not a
permitted investment. Additionally, Authority assets shall not be invested in instruments
whose maturities exceed five (5) years from the time of purchase without the express
approval of the Board of Directors and mvestment exceeding five year purchases shall
not be made until 90 days after said approval

Prepared by the Treasurer Page 4 of 9 Version date: February 22, 2006




Middle Fork Project Finance Authority
Investment Policy

The following 1s a more detailed description of authorized investments are included here _
to assist in the administration of this policy. : ' o .

(a)

(b)

©

Local Agency Investment Fund (LAIF)

The local Agency Investment Fund (LATF) is a special fund in the California
State Treasury created and governed pursuant to Government Code Sections
16429.1 et seq. This law permits the Agency with the consent of the Board of
Directors, to remit money not required for the Agency’s immediate need, to the

State Treasurer for deposit in this special fund for the purpose of investment. -

LAIF currently limits investments to $40 million from any one agency. Principal

may be withdrawn on one days notice. The fees charged by LAIF are limited by .

statute (Legal Authority — Government Code Section 16429.1)

Placer County Treasurer’s Investment Pool

The County Treasurer Investment Pool is governed pursuant to Government Code

Sections 53600. This law permits the Authority with the consent of the Board of
Directors, to remit money not required for the Authority’s immediate need, to the
County Treasurer for deposit in this special fund for the purpose of investment.
In order to deposit investment funds into the Placer County Treasurer’s

Investment Pool, the Authority would need to adopt a resolution acknowledging -
certain parameters. The deposit of funds into the pool by voluntary agencies is’

strictly for long-term investments purposes, funds that would remain invested for

an extended period of time. With a minimum of 24-hour notice, two to four

withdrawals a month are allowed, with the Treasurer having .discretion over
withdrawals. Withdrawals in excess of $200,000 need additional notice.

Time Certificates of Deposit

The Agency may invest in collateralized certificates -of deposits issued’ by
commercial banks and savings and loans (Government Code Sections 53601(h)
and 53635(h)). A written depository contract is required with all institutions that
hold Agency deposits. Securities placed in a collateral pool must' provide
coverage for at least 110 percent of all deposits that are placed in the institution.
Acceptable pooled collateral is governed by California Government Code Section
53651. Real estate mortgages are not considered acceptable collateral by the
Agency, even though they are permitted in Government Code Section 53651(m).
All banks are required to provide the Agency with a regular statement of pooled
collateral. This report will state that they are meeting the 110 percent collateral
rule (Government Code Section 53652(a)), a listing of all collateral with locatiori
and market value, plus an accountability of the total amount of deposits secured
by the pool. :
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Middle Fork Project Finance Authority
- Investment Policy

Agency funds shall be invested only in commercial banks and savmgs and loans
rated “A” or better by Moody's or Standard and Poor's.

I the event that a bank does not meet the minimum ratings, a tri-party collateral
arrangement may be substituted in lien of a rating lower than "A". The third party
institution must be acceptable to the Agency and have an account in the name of
the Placer County Water Agency. The market value of the collateral in the
account must not fall below 110 percent of the value of the deposit(s) at any time.
The securities in the account must conform to Government Code Section 53651

. with the exception that real estate mortgages are not acceptable collateral. The
Agency will maintain a first perfected security interest in the securities pledged
against the deposit and shall have a contractual right to liquidation of pledged -
securities upon the bankruptcy, insolvency or other default of the counter party.

Deposxts of up to $100,000 are allowable in any institution that insures its
deposits with the Federal Deposit Insurance Corporation, regardless of Moody’s
. Investors Service or Standard and Poor’s Corporation ratings. As per section
53638 of the California Government Code, any deposit shall not exceed that total
paid-up capital and surplus of any depository bank, nor shall the deposit exceed
the total net worth of any institution. Maximum maturity is restricted to 2 years.

(d) Money Market Mutual Funds

Mutual funds qualifying for Agency investment must restrict their portfolios to
issues approved by the same state investment statute that defines investment
alternatives for cities. In addition, these mutual funds must adhere to Federal
statutes regarding the size of the mutual fund and its safety, must attain the
highest ranking of two of the three largest rating services and must retain an
investment advisor registered with the Securities and Exchange Commission with
not less then five years experience investing assets of at least five hundred million
doliars. The mutual funds must invest solely in investments, which the Agency
itself could legally purchase. Investments in mutual funds shall not exceed 20
percent of the Agency’s surplus fund and no more than 10 percent of the
Agency’s surplus funds shall be invested in any one mutual fund. (Legal
Authonty—Govemment Code Section 53601(k) and 53635(k)).

(¢)  Passbook Deposits

These are authorized by Government Code Section 53637.
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Middle Fork Project Finance Authority
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Investment Pools

An investigation of any investment pool or money market mutual fund is required prior to
investing and on a continual basis. The mves‘ugatlon shall, at a minimum, obtain the
folIowmg information: .

e A descnptlon of interest calculations and how it is dlstnbuted and how
gains and losses are distributed. .

o A description of how securities are safeguarded (including the settlement

process) and how often the securities are marked to market and how often

an audit is conducted.

» A description of who may invest in the program, how often, what size
deposits and withdrawals are permitted.

e A schedule for receiving statements and portfolio listings.

e Does the pool/fund maintain a reserve or retain eamings or 1s all income
after expenses distributed to participants?

e A fee schedule, which also discloses when and how fees are assessed.

e Determining if the pool or fund is eligible for bond proceeds and/or will it

accept such proceeds.

The purpose of this investigation is to determine the suitability of a pool or fund in
relation to this investment policy and evaluate the risk of placing funds with that pool or
fund.

Safekeeping and Custody

All securities owned by the Authority shall be held in safekeeping by a third party bank
trust department acting as agent for the Authority under the terms of a custody agreement
executed by the bank and the Authority. All securities shall be received and delivered
using standard delivery versus payment (DVP) procedures. The third party bank
trustee agreement must comply with Section 53608 of the California Government Code.

No outside broker/dealer or advisor may have access to Authority funds, accounts or
investments and any transfer of funds must be approved by the Treasurer or his designee.

Investments in investment pools will be held by the Pool administrator.

Diversification and Risk

The Authority recognizes that investment risks can result from issuer defaults, market
price changes or various technical complications leading to temporary illiquidity. To

Prepared by the Treasurer Page 7 of 9 Version date: February 22, 2006



Middle Fork Project Finance Authority
Investment Policy

minimize the Authority’s exposure to these types of risk, the portfolio should be
diversified among several types of institutions, instruments and maturities. The Treasurer
shall minimize default risk by prudently selecting only instruments and institutions,

which at the time of placement have been evaluated for their financial viability and -

compliance with this policy. No individual investment transaction shall be undertaken
which jeopardizes the total capital position of the overall portfolio. Risk shall also be

" managed by subscribing to -a portfolio management philosophy that helps to control
market and interest rate risk by matching investments with cash flow requirements. In
the event of a default by a specific issuer, the Treasurer shall evaluate the liquidation of
securities having comparable credit risks, Diversification strategies shall be established
and reviewed quarterly by the Treasurer.

Maximum Maturities

Every effort will be made to match investment maturities to cash flow needs. Matching
‘maturities with cash flow dates will reduce the need to sell securities prior to maturity,
thus reducing market risk. Unless matched to a specific requirement and approved by the
Board of Directors, no investment may be made with maturity greater than 5 years. If
greater than S-year maturity investments are approved and allowable by the Board of
Directors, purchases of the investment instruments exceeding the five-year maturity shall
not be made until 90 days after said approval. The weighted average final maturity of the
Authority’s portfolio shall at no time exceed 2 years.

Internal Control and Réview

This Investment Policy shall be reviewed periodically by the Treasurer as necessary and
any recommended revisions. shall be submitted as needed to the Board of Directions in
order to insure consistency and its relevance to current law, and financial conditions and
economic trends. The Treasurer shall also submit this Investment Policy to the Board of
Directors for its review during the first quarter of each fiscal year.

In conjunction with the annual ﬁnancia] statement audit, the external auditors shall

review the investments and general activities associated with the investment program to
evaluate compliance with this Investment Policy.

: Reporﬁng

The Treasurer shall submit a quarterly investment report (Treasurer’s Report) to the
Board of Directors. The report shall be submitted within 30 days of the end of each
calendar quarter (unless a more frequent reporting period is chosen) and shall include
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information about the investment of all funds in the custody of the Authonty This report
shall include all items listed in Section 53646(b) of the Govemment Code.

These reports will also mclude the followmg'infonnation about the invest_méht of all

funds:
A, A list of individual investments by type and issuer held at the end of the
reportmg period. A :
B. Dollar weighted yield to maturity of the Authority’s investments.
C. Maturity schedule by type, of each of the Authority’s i_nveétment_s.:
D. Statement of compliance of the portfolio to the Autﬁority’s adopted
Investment Policy or manner in which the portfolio is not in compliance '
E.  Statement denoting the ab111ty to meet the Authonty s scheduled o
expenditure requirements for the next three months. : :
F. Market value, book value and par value of all investments.
G. Rates of interest on investments and accrued interest eamed on the
portfolio.
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MIDDLE FORK PROJECT FINANCE AUTHORITY

OFFICE OF THE TREASURER 530.823.4875

Date: February 10, 2009
To: Board of Directors y)w)
From: Joseph H. Parker, CP@QQ

SUBJECT: BUDGET AND ACTUAL EXPENSE SCHEDULES

Attached for the Board’s information are two Budget and Actual schedules as follows:

Exhibit A — MFP Finance Authority 2009 Budget and Actual Schedule includes the MFP
Finance Authority and the Project budgets and expenses through January 27, 2009.

This Schedule summarizes the Project budget and expense for the MFP Relicensing,
Business & Marketing Planning and Betterments, Improvements and Modernizations. As the
scope of these activities is multi-year, only the project-to-date budget and expense
information is included. More details on the MFP Relicensing Project are exhibited in
Exhibit B.

Exhibit B — PCWA — Middle Fork American River Hydroelectric Project Relicensing
includes the category and task detail for the 2009 Budget, 2008 and prior budgets and
Project-to-Date budget, expense and available budget.

Given the Project-to-Date Total Budget includes the 2009 budget totaling $5.6 million, the
budget available amount of $6 million is for planned use throughout 2009.

Recommended Action: Receive and file.



MIDDLE FORK PROJECT FINANCE AUTHORITY

2009 Budget Schedule

Exhibit A

MFP Relicensing, Business & Marketing Plan, and Betterments, Improvements & Modernizations Projects
through January 27, 2009

Project-to-Date Project-to-Date Budget
Expenses: Budget Expense Available
MFP Relicensing (see detail on Exhibit B) $ 28,015,518 21,982,876 6,032,642
MFP Business & Marketing Plan 1,060,000 119,808 940,192
MFP Betterments, Improvements and Modernizations:
Hell Hole Seasonal Storage Increase 185,000 - 185,000
Ralston Powerhouse Efficiency Upgrade 160,000 92,566 67,434
French Meadows Powerhouse Efficiency Upgrade 310,000 98,661 211,339
Risk Assessment & Management 50,000 26,422 23,578
Standard Operating Plan and Procedures 295,000 28,896 266,104
System Controls/Instrumentation/Communications 674,000 159,135 514,865
Oxbow Powerhouse Efficiency Upgrade 88,000 56,038 31,962
Sub-total Betterments, Improvements & Modernizations 1,762,000 461,718 1,300,282
Total $ 30,837,518 22,564,402 8,273,116

Date Printed: 2/10/2009



PLACER COUNTY WATER AGENCY

Middle Fork American River Hydroelectric Project Relicensing

Exhibit B

Project Budget and Expenses through January 27, 2009

2009 2008 PROJECT TO DATE
Orriginal Amended and prior Total Total Available
Category/Task Budget Amend ts Budget Budgets Budget Exp Budget
A B C=(A+B) D E=(C+D) F G =(E-F)
Preliminary Activities
Relicensing Activities Prior to 2006 $ - - - 3,589,673 3,589,673 3,589,673 -
General & Administrative (Project Ievel)
PCWA Direct Labor 500,000 - 500,000 1,327,688 1,827,688 1,504,049 323,639
MFP Finance Authority Administration 12,000 - 12,000 70,000 82,000 114,785 (32,785)
Placer County Direct Labor & Consultants 310,000 - 310,000 870,000 1,180,000 588,679 591,321
Program Coordination & Support - Consulting 680,000 - 680,000 1,605,000 2,285,000 2,115,466 169,534
Legal Services 60,000 - 60,000 230,000 290,000 274,470 15,530
Supplies & Services 80,000 - 80,000 158,000 238,000 518,535 (280,535)
Facilities - - - 100,000 100,000 - 100,000
Contingency (working capital) - - 80,000 80,000 - 80,000
Category Total 1,642,000 - 1,642,000 4,440,688 6,082,688 5,115,984 966,704
Relicensing Process Activities
Develop Relicensing Process Plan - - - 85,000 85,000 45,040 39,960
Stakeholder Outreach 270,000 - 270,000 910,000 1,180,000 641,069 538,931
Settlement Negotiations 1,000,000 - 1,000,000 - 1,000,000 - 1,000,000
Category Total 1,270,000 - 1,270,000 995,000 2,265,000 686,109 1,578,891
Relicensing Project Description
Resource Utilization Study - - - 645,000 645,000 546,045 98,955
Develop Relicensing Project Description - - - 239,800 239,800 349,859 (110,059)
Category Total - - - 884,800 884,800 895,904 (11,104)
Existing Environment Studies
Develop/Negotiate Study Plans - - - 60,000 60,000 142,626 (82,626)
Water Temperature Study - - - 321,000 321,000 116,039 204,961
Physical Habitat Characterization Study - - - 1,075,000 1,075,000 1,359,511 (284,511)
Hydrology Studies & Model Development - - - 672,927 672,927 902,429 (229,502)
Cultural Resource research - - - 123,000 123,000 41,769 81,231
Category Total - - - 2,251,927 2,251,927 2,562,374 (310,447)
Prepare Pre-Application Document (PAD)
Prepare Existing Resource Information Report - - - 370,000 370,000 655,163 (285,163)
Prepare Pre-Application Document (PAD) - - - 540,000 540,000 434,735 105,265
Notice of Intent/Notice of Preparation (NO/NOP) - - - 30,000 30,000 29,960 40
Category Total - - - 940,000 940,000 1,119,858 (179,858)
Technical Studies & Activities
Develop/Negotiate Study Plans - - - 888,000 888,000 1,285,414 (397,414)
Water Use/Water Quality 30,000 - 30,000 391,000 421,000 307,794 113,206
Geomorphology/Riparian Resources 65,000 - 65,000 712,000 777,000 427,773 349,227
Aquatic Resources 1,695,000 - 1,695,000 3,035,500 4,730,500 3,477,779 1,252,721
Terrestrial Resources 60,000 - 60,000 1,093,366 1,153,366 504,757 648,609
Recreation Resources 200,000 - 200,000 1,013,000 1,213,000 766,727 446,273
Land Management/Aesthetics 120,000 - 120,000 622,000 742,000 232,259 509,741
Cultural Resources 45,000 - 45,000 415,000 460,000 184,602 275,398
Mapping & GIS 85,000 - 85,000 728,000 813,000 467,749 345,251
Operations Modeling/Hydrology 240,000 - 240,000 303,564 543,564 346,578 196,986
Category Total 2,540,000 - 2,540,000 9,201,430 11,741,430 8,001,432 3,739,998
License Application
Prepare License Application 200,000 - 200,000 - 200,000 11,542 188,458
Biological Assessment/Evaluation - - - 60,000 60,000 - 60,000
Category Total 200,000 - 200,000 60,000 260,000 11,542 248,458
Post-License Application Activities
Post-License Application Activities - - - - - { - -
401 Certification CEQA Process - - - - - - -
Category Total - - - - - -
Total $ 5,652,000 - 5,652,000 22,363,518 28,015,518 21,982,876 6,032,642
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