MIDDLE FORK PROJECT
FINANCE AUTHORITY ~~—

AGENDA

MIDDLE FORK PROJECT
FINANCE AUTHORITY

Thursday, July 16, 2020
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
Primo Santini, District 2, Vice-Chair Robert Weygandt, District 2
Mike Lee, District 3 Jim Holmes, District 3, Chair
A. Call to Order

1. Roll call

2. Pledge of Allegiance
B. Public Comment: This is the time for any member of the public to address the Board of Directors on any

Pg. 1

matter not on the agenda that is within the subject matter jurisdiction of the Agency. Members of the public
are requested to come to the podium and use the microphone.

Agenda Review and Changes

Closed Session:

Conference with Legal Counsel — Anticipated Litigation — Significant exposure to
litigation pursuant to paragraph (2) of subdivision (d) of Section 54956.9 of the
Government Code: 1 case.

Report from Closed Session

Consent Calendar: All items listed under the consent calendar are considered to be routine and may be

approved by one motion.

1. Consider approving April 16, 2020, minutes.
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H.

2.

6.

7.

8.

Receive and file Check Register 20-03 expenses disbursed.

Receive and file Treasurer’s Investment Reports for months ended April 30, May 31,
and June 30, 2020.

General Items

Receive report on Middle Fork Project FERC License Implementation and budget

outlook.

Receive Middle Fork Project energy marketing and hydrology report.

Receive report on the Hell Hole Dam Core Raise Project.

Receive 2020 mid-year budget financial report.

Consider approving the following items:

a.

From the Net Revenue amount accumulated as of December 31, 2019, totaling
$20,854,199, fund the following current Authority resource needs totaling
$8,575,385:

i. Prefund Debt Service in the amount of $3,562,134

ii. Fund 2020 FERC Capital Projects in the amount of $2,890,566
iii. Fund two needed 2020 Capital Projects in the amount of $2,122,685
2020 Budget Amendment for debt service in the amount of $3,562,134.

Distribute the remaining Net Revenue totaling $12,278,814 in equal shares to the
County of Placer and Placer County Water Agency in an amount each totaling
$6,139,407.

Consider adopting Resolution 20-__ approving a revised General Financial Policies.

Receive report on power sales performance metrics and reporting guidelines.

Update on French Meadows Forest Restoration Project.

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
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L. Adjournment

THE NEXT RESOLUTION NUMBER IS 20-07.

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.

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 II]

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 July 10, 2020.

Any writing that is a public record under the Public Records Act that relates to an agenda item for an open session of
the Board meeting that is distributed less than 72 hours prior to the meeting will be made available for public inspection
at the time the writing is distributed to any Board members. Also, any such writing will be available for public inspection
at the Agency’s office located at 144 Ferguson Road, Auburn, California, during normal business hours.

Tentative Schedule of Upcoming Middle Fork Project Finance Authority Board Meeting

o  Thursday, October 8, 2020, 8:30 a.m. — Regular Board of Directors’ meeting at Placer County Water Agency Business
Center, 144 Ferguson Road, Auburn, California.
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MIDDLE FORK PROJECT

AGENDA

MIDDLE FORK PROJECT
FINANCE AUTHORITY

Thursday, April 16, 2020
10:00 a.m., Regular Meeting held via Teleconference

Board Member Presiding: Chairman Jim Holmes

Board Members Who Participated Via Teleconference: Michael “Mike” Lee, Vice-Chair Primo

Santini, Ill, and Robert Weygandt

Board Members Absent: None

PCWA Personnel Who Spoke: Andy Fecko, General Manager and MFP Finance Authority Executive
Director; Scott Morris, General Counsel and MFP Finance Authority Legal Advisor; Joseph Parker,
Director of Financial Services and MFP Finance Authority Treasurer; Ryan Cline, Director of Energy

Marketing; Jay L’Estrange, Director of Power Generation Services; Katie Swanberg, Energy
Marketing Manager; Lori Young, Clerk

County Personnel Who Spoke: Todd Leopold, County Executive Officer and MFP Finance Authority

Secretary; Brett Storey, Senior Management Analyst; Jenine Windeshausen, County Treasurer-Tax
Collector

A. Call to Order
1. Roll call

Chairman Holmes call the teleconferenced regular meeting of the Middle Fork Project (MFP) Finance
Authority Board of Directors to order at 10:00 a.m.

The Clerk conducted roll call.
2. Pledge of Allegiance
Led by Chair Holmes.

3. Announcements, introductions and recognitions

April 16, 2020
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a. Consider adopting Resolution 20-03 Honoring County Treasurer Jenine
Windeshausen.

The Chair read the resolution.

Motion by Director Weygandt adopting Resolution 20-03 Honoring County Treasurer Jenine
Windeshausen; motion seconded by Director Santini and adopted by unanimous roll call vote of
Directors present.

Director Santini expressed his appreciation for Ms. Windeshausen’s creative yet conservative
approach in figuring out the best way to financially serve the citizens of Placer County.

Director Weygandt complimented Ms. Windeshausen on her innovative approach in financing and
thanked her for her service.

Director Lee expressed his gratitude for everything Ms. Windeshausen has done.

Ms. Windeshausen thanked everyone for the Resolution and their kind remarks. She thanked
Assistant Treasurer-Tax Collector Eric Waidmann and Treasury Manager Diane Handy for their hard
work on the bond over many years and she congratulated the Finance Authority for paying off the
debt.

B. Public Comment:

The Chair invited the public to comment. No comments received.

C. Agenda Review and Changes

There were no changes.

D. Consent Calendar:
1. Consider approving January 16 and February 20, 2020, minutes.
2. Receive and file Check Register 20-02 expenses disbursed.
3. Receive and file Treasurer’s Investment Reports for months ended January 31,

February 29, and March 31, 2020.

Motion by Director Lee approving Consent Calendar items 1, 2, and 3; motion seconded by Director
Weygandt and adopted by unanimous roll call vote of Directors present.

E. General Items

1. Receive report on North American Electric Reliability Corporation/Western Electricity
Coordinating Council (NERC/WECC) Annual Compliance for 2019.
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Katie Swanberg provided a summary of PCWA’s NERC/WECC 2019 compliance activity. PCWA was
fully compliant for compliance year 2019 with one exception. While preparing the annual report,
an area of potential non-compliance was discovered with a system modeling standard. Staff is
reviewing the issue and plans on mitigating the issue and submitting a self-report to WECC. We do
expect it to be treated as a compliance exception by WECC. PCWA expects to remain fully compliant
in 2020.

2. Receive report on Middle Fork Project Energy Marketing and Hydrology Update.

Ryan Cline provided a PowerPoint presentation on hydrology and energy marketing. To date, total
precipitation for the MFP for 2020 is 60% of average for the water year. Current MFP snowpack and
reservoir storage measures almost 296,000 acre-feet. He discussed factors affecting current energy
market conditions. Revenue for 2020 is expected to be 25% below budget. Budget forecast for this
year is $38.6 million but current projection places it at $28-30 million.

3. Receive the following Middle Fork Project Finance Authority 2019 year-end financial
reports:

a. Budget and Actual Schedules for the year ended December 31, 2019;
b. 2019 Audited Financial Statements;
c. Independent Auditor’s required communication letter based on their audit.

Joseph Parker gave a year-end 2019 financial report and summary. He reported a favorable power
sales revenue of $24.5 million, an interest earnings favorable of $2.4 million, and a $4 million
favorable variance in the Power Division — Operating expenses. Revenue over expenditures and
appropriations totaled $17.9 million and year-end net revenue for 2019 totaled $8.9 million. He
described the new Net Revenue Annual Schedule provided in the financial documents. This new
schedule reflects the cumulative net revenue of $20.8 million for years 2017 through 2019. The
reserves target is fully funded at $49.97 million. We received a clean audit opinion and a report of
no internal control issues.

4, Receive report on 2020 Budget and Actual Schedules for period ended March 31,
2020.

Joseph Parker reported on the 2019 Budget and Actual schedules for the period ended March 31,
2020. He pointed out because we have put a halt on the capital project appropriation funding, we
have appropriated capital monies totaling $17.4 million.

5. Receive report on MFPFA 2020 Revenue Bonds Debt Refinance Closing.

Joseph Parker summarized the process of the debt refinancing. The net present value savings
totaled $6.7 million. New debt covenants: to hold an operation and maintenance reserve and the
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flow of funds requires the payment of debt service through the next principal payment date to use
funds for other than operations and debt service.

6. Consider approving budget amendments for the Middle Fork Project
Communications Upgrade Project in the amount of $1,000,000 from existing project
budgets in the MFP Capital Program.

Jay L’Estrange reported three passive reflector towers on Bunker Hill sustained damage due to heavy
snow load. The engineer of record specified an incorrect snow loading for those towers. The tower
on Red Star Ridge was not damaged however it was not built to specification. The requested funds
will cover the costs to demo the sites at Red Star Ridge and Bunker Hill and then rebuild those towers
to the correct specifications. The Agency intends to seek reimbursement for these costs.

Inquiry by public member Frank Nann inquired as to the completion date of the communication
project and further inquired as to whether the failure of the communication towers was an
inspection issue. Staff responded with an overall project schedule. Mr. Nann also asked why the
design specifications were wrong or not followed. Staff replied that the issues related to the tower
construction specifications design faults were found during the post-failure forensic investigation.

Comments by Scott Morris.

Motion by Director Weygandt approving agenda item E.6.; motion seconded by Director Santini and
adopted by unanimous roll call vote of Directors present.

7. Consider adopting Resolution 20-04 approving a revised General Financial Policies.

Joseph Parker noted items E.7, E.8, and E.9 stem from the refinancing of the debt. The redline
changes are in the agenda packet.

Motion by Director Weygandt adopting Resolution 20-04 approving a revised General Financial
Policies; motion seconded by Director Lee and adopted by unanimous roll call vote of Directors
present.

8. Consider adopting Resolution 20-05 approving a revised Energy Marketing Oversight
Policy.

Joseph Parker reviewed the revisions to the Energy Marketing Oversight Policy and noted the redline
changes are in the agenda packet.

Motion by Director Lee adopting Resolution 20-05 approving a revised Energy Marketing Oversight
Policy; motion seconded by Director Santini and adopted by unanimous roll call vote of Directors

present.
9. Receive and file a draft revised Placer County Water Agency Energy Risk Management
Policy.
April 16, 2020
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Joseph Parker reported this item will be considered by the PCWA Board at this afternoon’s meeting
of the Board of Directors. He summarized the revisions to the policy noting a redline version of the
policy was provided in the agenda packet.

10. Receive report on County of Placer’s Fuel Reduction Management Program.

Brett Storey reported the Fuel Reduction Management Program was created in 2014 to support
projects that perform fuel management activities in the MFP area. In phase one of this year’s
program, three grants were awarded totaling $148,500 MFP funds that bring an estimated
additional $250,000 of participating agencies funding. The program is set up to pay no more than
40% of the total cost with a maximum amount of $49,500 per individual project.

He provided a PowerPoint presentation that highlighted last year’s projects. The five grants
awarded in 2019 totaled $193,000 MFP funds and another $357,000 of participating agencies
funding was utilized to complete these projects.

11. Consider adopting Resolution 20-06 providing for moving the date of the October 15,
2020, 2:00 p.m., regular Board meeting to October 8, 2020, 8:30 a.m.

Andy Fecko noted this resolution is to formalize the dates for this year’s board workshop.

Motion by Director Weygandt adopting Resolution 20-06 providing for moving the date of the
October 15, 2020, 2:00 p.m., regular Board meeting to October 8, 2020, 8:30 a.m.; motion
seconded by Director Santini and adopted by unanimous roll call vote of Directors present.

F. Reports by Directors:

Director Santini commended Chair Holmes for conducting this meeting under trying circumstances.

G. Reports by Legal Counsel

Scott Morris complimented Chair Holmes and the Board for doing a wonderful job complying with
the Brown Act in today’s meeting.

H. Reports by Secretary

No report received.

l. Reports by Executive Director

Andy Fecko thanked everyone for their patience while we work through the technological challenges
of hosting a teleconferenced meeting.

He thanked Placer County staff for working with PCWA staff on potential infrastructure projects to
prepare for a possible federal or state stimulus package.

April 16, 2020
Book 15, Page 14
MFP Finance Authority



J. Adjournment

At 11:14 a.m. the Chair adjourned the meeting.

Lori Young
Clerk to the Board
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MIDDLE FORK PROJECT FINANCE AUTHORITY
Check Register # 20-03

The Board of Directors of the Middle Fork Project Finance Authority as of this date 7/16/2020, do hereby
receive and file the following check register listing for the period from 4/04/2020 to 7/03/2020 from the MFP
Finance Authority Checking Account.

PLACER COUNTY WATER AGENCY MFP REIMBURSEMENT Apr 09, 2020 196,556.10
PLACER COUNTY WATER AGENCY MFP REIMBURSEMENT Apr 16, 2020 1,699,231.64
PLACER COUNTY WATER AGENCY MFP REIMBURSEMENT Apr 23, 2020 568,825.20
KRONICK MOSKOVITZ TIEDEMANN GIRARD LEGAL SERVICES Apr 23, 2020 4,983.00
PLACER COUNTY WATER AGENCY MFP REIMBURSEMENT Apr 30, 2020 2,026,750.51
UNION BANK ADMINISTRATION FEES May 08, 2020 875.00
PLACER COUNTY WATER AGENCY MFP REIMBURSEMENT May 08, 2020 443,963.32
PLACER COUNTY WATER AGENCY MFP REIMBURSEMENT May 15, 2020 447,698.10
PLACER COUNTY WATER AGENCY MFP REIMBURSEMENT May 22, 2020 470,332.46
KRONICK MOSKOVITZ TIEDEMANN GIRARD LEGAL SERVICES May 22, 2020 1,353.00
PLACER COUNTY WATER AGENCY MFP REIMBURSEMENT May 29, 2020 246,710.22
DAVIS FARR LLP PROFESSIONAL SERVICES Jun 05, 2020 5,275.00
PLACER COUNTY WATER AGENCY MFP REIMBURSEMENT Jun 05, 2020 384,773.26
PLACER COUNTY WATER AGENCY MFP REIMBURSEMENT Jun 12, 2020 324,833.78
PLACER COUNTY WATER AGENCY MFP REIMBURSEMENT Jun 19, 2020 527,885.36
PLACER COUNTY WATER AGENCY MFP REIMBURSEMENT Jun 26, 2020 139,793.04
KRONICK MOSKOVITZ TIEDEMANN GIRARD LEGAL SERVICES Jun 26, 2020 2,475.00
PLACER COUNTY WATER AGENCY MFP REIMBURSEMENT Jul 02, 2020 320,549.34

CHECK REGISTER TOTAL

$7,812,863.33
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MIDDLE FORK PROJECT

Office of

Joseph H. Parker, CPA
Middle Fork Project Finance Authority - Treasurer

Middle Fork Project Finance Authority

Treasurer’s Investment Report
April 30, 2020

144 Ferguson Road e Auburn, California 95604
Telephone: (530) 823-4875
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Treasurer’s Discussion
Middle Fork Project Finance Authority Treasurer’s Report

April 30, 2020

This Treasurer’s Report includes three sections: 1. Portfolio Summary, 2. Portfolio Details — Investments, and 3. Activity by Type for the prior
month.

For the purpose of clarification, the following definitions of investment terms are provided:

Book Value is the purchase price of a security plus amortization of any premium or discount. This may be more or less than face value
depending upon whether the security was purchased at a premium or at a discount.

Par (Face) Value is the principal amount of a security and the amount of principal that will be paid at maturity.
Market Value is the value at which a security can be sold at the time it is priced including accrued interest. Individual securities market

prices are obtained from Union Bank, (safekeeper and third party custodian). Market values are only relevant if the investment is sold prior to
maturity. A gain or loss would be realized only if the specific investment were to be sold. It is the Authority’s practice to hold to maturity.

The investments held in the portfolio are in accordance with the Investment Policy of Middle Fork Project Finance Authority and California
Government Code.
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MIDDLE FORE PROJECT

FISNARCE AUTHORITY

e
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MFP Finance Authority
Portfolio Management
Portfolio Summary

April 30, 2020

PLACER COUNTY WATER AGENCY

Par Market Book % of Days to YTM

Investments Value Value Value Portfolio Term Mat./Call 365 Equiv.
Local Agency Investment Funds 57,683,620.85 57,683,620.85 57,683,620.85 47.34 1 1 1.648
Checking Accounts 5,525,099.88 5,525,099.88 5,525,099.88 4.53 1 1 0.006
Medium Term Notes 12,000,000.00 12,434,340.00 12,007,439.33 9.85 1,377 902 2.555
Federal Agency Coupon Securities 31,000,000.00 31,520,670.00 30,977,747.01 25.42 1,060 498 1.995
Treasury Coupon Securities 6,000,000.00 6,212,910.00 6,023,946.69 4.94 1,078 901 1.506
Miscellaneous Coupon Securities 2,700,000.00 2,802,033.00 2,659,120.36 2.18 1,400 928 2.681
Cash with Fiscal Agent 6,972,459.78 6,972,459.78 6,972,459.78 5.72 1 1 0.000

121,881,180.51 123,151,133.51 121,849,433.90 100.00% 490 281 1.672
Investments
Cash and Accrued Interest
Accrued Interest at Purchase 0.00 0.00
Ending Accrued Interest 307,553.56 307,553.56
Subtotal 307,553.56 307,553.56

121,881,180.51 123,458,687.07 122,156,987.46 490 281 1.672

Total Cash and Investments Value

Total Earnings April 30 Month Ending

Current Year 174,142.03
Average Daily Balance 118,948,705.43
Effective Rate of Return 1.78%

The investmen;sdwld \En portfolio are in accordance with the Investment Policy of the Middle Fork Project Finance Authority.
7

.

Joseph H. Parker, CPA

Reporting period 04/01/2020-04/30/2020

Run Date: 05/08/2020 - 10:34
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MFP Finance Authority
Portfolio Management

Page 1
Portfolio Details - Investments
April 30, 2020
Average Purchase Stated Days to YTM  Maturity
CuUsIP Investment # Issuer Balance Date Par Value Market Value Book Value Rate Term Mat./Call 365 Date
Local Agency Investment Funds
LAIF 10001 Local Agency Investment Fund 57,683,620.85 57,683,620.85 57,683,620.85 1.648 1 1 1.648
Subtotal and Average 54,734,779.56 57,683,620.85 57,683,620.85 57,683,620.85 1 1 1.648
Checking Accounts
5616-OPERATIONS 10000 Union Bank of California 3,326,523.72 3,326,523.72 3,326,523.72 0.010 1 1 0.010
1265-OPERATIONS 10100 US Bank 12/11/2019 2,198,576.16 2,198,576.16 2,198,576.16 1 1 0.000
Subtotal and Average 3,632,381.59 5,525,099.88 5,525,099.88 5,525,099.88 1 1 0.006
Medium Term Notes
037833AR1 10072 Apple Inc. 05/03/2018 3,000,000.00 3,067,380.00 2,998,089.06 2.850 1,099 370 2916 05/06/2021
13063DDGO 10078 State of California 01/31/2019 3,000,000.00 3,091,650.00 2,944,430.36 2.250 1,704 1,248  2.832 10/01/2023
459058GHO 10085 INTL BK BECON & DEVELOP 02/26/2019 3,000,000.00 3,084,360.00 3,008,472.94 2.750 878 448 2511 07/23/2021
742651DP4 10092 Private Export Funding 07/15/2019 3,000,000.00 3,190,950.00 3,056,446.97 2.450 1,827 1,536 1.978 07/15/2024
Subtotal and Average 12,007,526.89 12,000,000.00 12,434,340.00 12,007,439.33 1,377 902 2.555
Federal Agency Coupon Securities
3133EFDT1 10063 Federal Farm Credit Bank 09/28/2017 1,000,000.00 1,005,960.00 1,000,000.00 1.660 1,085 139  1.658 09/17/2020
3133EKL61 10094 Federal Farm Credit Bank 09/04/2019 3,000,000.00 3,037,500.00 2,999,158.33 1.550 547 307 1.584 03/04/2021
3133EKP75 10095 Federal Farm Credit Bank 09/17/2019 3,000,000.00 3,125,250.00 2,998,739.20 1.600 1,827 1,600 1.610 09/17/2024
3133EKP67 10096 Federal Farm Credit Bank 09/17/2019 3,000,000.00 3,055,560.00 2,998,429.33 1.625 731 504  1.664 09/17/2021
3133EK3B0O 10097 Federal Farm Credit Bank 10/18/2019 3,000,000.00 3,112,800.00 2,981,977.22 1.500 1,825 1,629 1.641 10/16/2024
3130AF2D8 10075 Federal Home Loan Bank 01/31/2019 3,000,000.00 3,031,140.00 3,003,149.12 2.860 623 167  2.621 10/15/2020
313378WG2 10086 Federal Home Loan Bank 03/20/2019 3,000,000.00 3,126,570.00 3,003,584.59 2.500 1,087 679  2.433 03/11/2022
3130AGH99 10089 Federal Home Loan Bank 06/04/2019 3,000,000.00 3,003,270.00 3,000,090.52 2.250 353 21 2.197 05/22/2020
3134GTWG4 10091 Federal Home Loan Mtg Corp 07/01/2019 3,000,000.00 3,006,900.00 3,000,000.00 2.000 1,822 56  2.000 06/26/2024
3135G0D75 10069 Federal National Mtg Assn 01/31/2018 3,000,000.00 3,005,880.00 2,997,323.83 1.500 873 52  2.149 06/22/2020
3135G0T60 10070 Federal National Mtg Assn 01/31/2018 3,000,000.00 3,009,840.00 2,995,294.87 1.500 911 90 2.155 07/30/2020
Subtotal and Average 32,876,146.99 31,000,000.00 31,520,670.00 30,977,747.01 1,060 498 1.995
Treasury Coupon Securities
9128285V8 10093 U.S. Treasury 08/30/2019 3,000,000.00 3,117,060.00 3,051,485.39 2.500 869 624  1.472 01/15/2022
912828592 10101 U.S. Treasury 01/16/2020 3,000,000.00 3,095,850.00 2,972,461.30 1.250 1,292 1,186 1.541 07/31/2023
Subtotal and Average 6,024,806.37 6,000,000.00 6,212,910.00 6,023,946.69 1,078 901 1.506

Run Date: 05/08/2020 - 10:34
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MFP Finance Authority
Portfolio Management
Portfolio Details - Investments
April 30, 2020

Page 2

Average Purchase Stated Days to YTM  Maturity
CusIP Investment # Issuer Balance Date Par Value Market Value Book Value Rate Term Mat./Call 365 Date
Miscellaneous Coupon Securities
742651DR0O 10073 Private Export Funding 01/15/2019 2,700,000.00 2,802,033.00 2,659,120.36 2.050 1,400 928  2.681 11/15/2022
Subtotal and Average 2,658,471.83 2,700,000.00 2,802,033.00 2,659,120.36 1,400 928 2.681
Cash with Fiscal Agent
20 REF BOND 10117 US Bank 03/31/2020 6,972,459.78 6,972,459.78 6,972,459.78 1 1 0.000
Subtotal and Average 7,014,592.20 6,972,459.78 6,972,459.78 6,972,459.78 1 1 0.000
Total and Average 118,948,705.43 121,881,180.51 123,151,133.51 121,849,433.90 490 281 1.672

Run Date: 05/08/2020 - 10:34
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MFP Finance Authority
Portfolio Management
Portfolio Details - Cash

April 30, 2020

Page 3

Average Purchase Stated Days to YTM
CusIP Investment # Issuer Balance Date Par Value Market Value Book Value Rate Term Mat./Call 365
Average Balance 0.00 Accrued Interest at Purchase 0.00 0.00 0 0
Ending Accrued Interest 307,553.56 307,553.56
Subtotal 307,553.56 307,553.56
122,156,987.46 490 281 1.672

Total Cash and Investment Value

Run Date: 05/08/2020 - 10:34
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118,948,705.43 121,881,180.51 123,458,687.07
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MFP Finance Authority
Portfolio Management
Activity By Type
April 1,2020 through April 30, 2020

Page 1

Stated Transaction Purchases Redemptions

cusip Investment # Issuer Rate Date or Deposits or Withdrawals Balance
Local Agency Investment Funds (Monthly Summary)
LAIF 10001 Local Agency Investment Fund 1.648 4,750,525.47 1,700,000.00

Subtotal 4,750,525.47 1,700,000.00 57,683,620.85
Checking Accounts (Monthly Summary)
5616-OPERATIONS 10000 Union Bank of California 0.010 6,149,799.84 6,000,077.57
1265-OPERATIONS 10100 US Bank 8,777,956.70 6,969,694.53

Subtotal 14,927,756.54 12,969,772.10 5,525,099.88

Medium Term Notes

Subtotal

12,007,439.33

Federal Agency Coupon Securities

3137EAEF2 10068 Federal Home Loan Mtg Corp 1.375  04/20/2020 0.00 3,000,000.00
3134GTYP2 10090 Federal Home Loan Mtg Corp 2.000 04/01/2020 0.00 3,000,000.00

Subtotal 0.00 6,000,000.00 30,977,747.01
Treasury Coupon Securities

Subtotal 6,023,946.69
Miscellaneous Coupon Securities

Subtotal 2,659,120.36
Cash with Fiscal Agent
20 REF BOND 10117 US Bank 139.74 43,725.00

Subtotal 139.74 43,725.00 6,972,459.78

Total 19,678,421.75 20,713,497.10 121,849,433.90

Run Date: 05/08/2Tg 10:34

Portfolio MFP
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Middle Fork Project Finance Authority

Treasurer’s Investment Report
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Treasurer’s Discussion
Middle Fork Project Finance Authority Treasurer’s Report

May 31, 2020

This Treasurer’s Report includes three sections: 1. Portfolio Summary, 2. Portfolio Details — Investments, and 3. Activity by Type for the prior
month.

For the purpose of clarification, the following definitions of investment terms are provided:

Book Value is the purchase price of a security plus amortization of any premium or discount. This may be more or less than face value
depending upon whether the security was purchased at a premium or at a discount.

Par (Face) Value is the principal amount of a security and the amount of principal that will be paid at maturity.
Market Value is the value at which a security can be sold at the time it is priced including accrued interest. Individual securities market

prices are obtained from Union Bank, (safekeeper and third party custodian). Market values are only relevant if the investment is sold prior to
maturity. A gain or loss would be realized only if the specific investment were to be sold. It is the Authority’s practice to hold to maturity.

The investments held in the portfolio are in accordance with the Investment Policy of Middle Fork Project Finance Authority and California
Government Code.
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MIDDLE FORE PROJECT

FISNARCE AUTHORITY

e
T

MFP Finance Authority
Portfolio Management
Portfolio Summary

May 31, 2020

PLACER COUNTY WATER AGENCY

Par Market Book % of Days to YTM

Investments Value Value Value Portfolio Term Mat./Call 365 Equiv.
Local Agency Investment Funds 57,183,620.85 57,183,620.85 57,183,620.85 47.84 1 1 1.648
Checking Accounts 6,699,616.84 6,699,616.84 6,699,616.84 5.61 1 1 0.010
Medium Term Notes 12,000,000.00 12,432,390.00 12,007,258.15 10.05 1,377 871 2.555
Federal Agency Coupon Securities 28,000,000.00 28,528,200.00 27,980,619.37 23.41 1,136 518 1.973
Treasury Coupon Securities 6,000,000.00 6,212,010.00 6,022,108.73 5.04 1,078 870 1.506
Miscellaneous Coupon Securities 2,700,000.00 2,781,540.00 2,660,462.14 2.23 1,400 897 2.681
Cash with Fiscal Agent 6,972,494.13 6,972,494.13 6,972,494.13 5.83 1 1 0.000

119,555,731.82 120,809,871.82 119,526,180.21 100.00% 490 273 1.643
Investments
Cash and Accrued Interest
Accrued Interest at Purchase 0.00 0.00
Ending Accrued Interest 370,948.92 370,948.92
Subtotal 370,948.92 370,948.92

119,555,731.82 121,180,820.74 119,897,129.13 490 273 1.643

Total Cash and Investments Value

Total Earnings May 31 Month Ending

Current Year 169,791.51
Average Daily Balance 120,904,634.79
Effective Rate of Return 1.65%

The investments held in portfolio are in accordance with the Investment Policy of the Middle Fork Project Finance Authority.

%77/. fok)

Joseph H. Parker, CPA

Reporting period 05/01/2020-05/31/2020

Run Date: 06/03/2020 - 14:33

18

No fiscal year history available

Portfolio MFP

AC

PM (PRF_PM1) 7.3.0
Report Ver. 7.3.6.1



MFP Finance Authority
Portfolio Management

Page 1
Portfolio Details - Investments
May 31, 2020
Average Purchase Stated Days to YTM  Maturity
cusip Investment # Issuer Balance Date Par Value Market Value Book Value Rate Term Mat./Call 365 Date
Local Agency Investment Funds
LAIF 10001 Local Agency Investment Fund 57,183,620.85 57,183,620.85 57,183,620.85 1.648 1 1 1.648
Subtotal and Average 57,667,491.82 57,183,620.85 57,183,620.85 57,183,620.85 1 1 1.648
Checking Accounts
5616-OPERATIONS 10000 Union Bank of California 6,430,718.23 6,430,718.23 6,430,718.23 0.010 1 1 0.010
1265-OPERATIONS 10100 US Bank 12/11/2019 268,898.61 268,898.61 268,898.61 1 1 0.000
Subtotal and Average 5,562,987.52 6,699,616.84 6,699,616.84 6,699,616.84 1 1 0.010
Medium Term Notes
037833AR1 10072 Apple Inc. 05/03/2018 3,000,000.00 3,071,460.00 2,998,246.12 2.850 1,099 339 2916 05/06/2021
13063DDGO 10078 State of California 01/31/2019 3,000,000.00 3,112,320.00 2,945,785.71 2.250 1,704 1,217  2.832 10/01/2023
459058GHO 10085 INTL BK BECON & DEVELOP 02/26/2019 3,000,000.00 3,082,380.00 3,007,897.85 2.750 878 417 2511 07/23/2021
742651DP4 10092 Private Export Funding 07/15/2019 3,000,000.00 3,166,230.00 3,055,328.47 2.450 1,827 1,505 1.978 07/15/2024
Subtotal and Average 12,007,342.90 12,000,000.00 12,432,390.00 12,007,258.15 1,377 871  2.555
Federal Agency Coupon Securities
3133EFDT1 10063 Federal Farm Credit Bank 09/28/2017 1,000,000.00 1,004,700.00 1,000,000.00 1.660 1,085 108 1.658 09/17/2020
3133EKL61 10094 Federal Farm Credit Bank 09/04/2019 3,000,000.00 3,033,120.00 2,999,241.67 1.550 547 276  1.584 03/04/2021
3133EKP75 10095 Federal Farm Credit Bank 09/17/2019 3,000,000.00 3,142,920.00 2,998,763.20 1.600 1,827 1,569 1.610 09/17/2024
3133EKP67 10096 Federal Farm Credit Bank 09/17/2019 3,000,000.00 3,054,390.00 2,998,524.33 1.625 731 473 1.664 09/17/2021
3133EK3B0O 10097 Federal Farm Credit Bank 10/18/2019 3,000,000.00 3,130,950.00 2,982,314.10 1.500 1,825 1,598 1.641 10/16/2024
3130AF2D8 10075 Federal Home Loan Bank 01/31/2019 3,000,000.00 3,029,970.00 3,002,573.06 2.860 623 136  2.621 10/15/2020
313378WG2 10086 Federal Home Loan Bank 03/20/2019 3,000,000.00 3,119,820.00 3,003,424.09 2.500 1,087 648  2.433 03/11/2022
3134GTWG4 10091 Federal Home Loan Mtg Corp 07/01/2019 3,000,000.00 3,003,330.00 3,000,000.00 2.000 1,822 25 2.000 06/26/2024
3135G0D75 10069 Federal National Mtg Assn 01/31/2018 3,000,000.00 3,002,400.00 2,998,898.05 1.500 873 21 2.149 06/22/2020
3135G0T60 10070 Federal National Mtg Assn 01/31/2018 3,000,000.00 3,006,600.00 2,996,880.87 1.500 911 59  2.155 07/30/2020
Subtotal and Average 30,011,519.07 28,000,000.00 28,528,200.00 27,980,619.37 1,136 518 1.973
Treasury Coupon Securities
9128285V8 10093 U.S. Treasury 08/30/2019 3,000,000.00 3,112,740.00 3,048,927.62 2.500 869 593  1.472 01/15/2022
912828592 10101 U.S. Treasury 01/16/2020 3,000,000.00 3,099,270.00 2,973,181.11 1.250 1,292 1,155  1.541 07/31/2023
Subtotal and Average 6,022,998.07 6,000,000.00 6,212,010.00 6,022,108.73 1,078 870 1.506
Miscellaneous Coupon Securities
742651DRO 10073 Private Export Funding 01/15/2019 2,700,000.00 2,781,540.00 2,660,462.14 2.050 1,400 897  2.681 11/15/2022

Run Date: 06/03/2020 - 14:33
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MFP Finance Authority
Portfolio Management

Page 2
Portfolio Details - Investments
May 31, 2020
Average Purchase Stated Daysto  YTM  Maturity
CUSIP Investment # Issuer Balance Date Par Value Market Value Book Value  Rate Term Mat./Call 365 Date
Subtotal and Average 2,659,834.53 2,700,000.00 2,781,540.00 2,660,462.14 1,400 897 2.681

Cash with Fiscal Agent

20 REF BOND 10117 US Bank 03/31/2020 6,972,494.13 6,972,494.13 6,972,494.13 1 1 0.000
Subtotal and Average 6,972,460.89 6,972,494.13 6,972,494.13 6,972,494.13 1 1 0.000
Total and Average 120,904,634.79 119,555,731.82 120,809,871.82 119,526,180.21 490 273 1.643

Portfolio MFP

AC

Run Date: 06/03/2020 - 14:33 PM (PRF_PM2) 7.3.0
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MFP Finance Authority
Portfolio Management
Portfolio Details - Cash

May 31, 2020

Page 3

Average Purchase Stated Days to YTM
CusIP Investment # Issuer Balance Date Par Value Market Value Book Value Rate Term Mat./Call 365
Average Balance 0.00 Accrued Interest at Purchase 0.00 0.00 0 0
Ending Accrued Interest 370,948.92 370,948.92
Subtotal 370,948.92 370,948.92
119,897,129.13 490 273  1.643

Total Cash and Investment Value

Run Date: 06/03/2020 - 14:33
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MFP Finance Authority
Portfolio Management
Activity By Type
May 1, 2020 through May 31, 2020

Page 1

Purchases Redemptions

cusip Investment # Issuer or Deposits or Withdrawals Balance
Local Agency Investment Funds (Monthly Summary)
LAIF 10001 Local Agency Investment Fund 0.00 500,000.00

Subtotal 0.00 500,000.00 57,183,620.85
Checking Accounts (Monthly Summary)
5616-OPERATIONS 10000 Union Bank of California 3,104,208.92 14.41
1265-OPERATIONS 10100 US Bank 1,708,086.64 3,637,764.19

Subtotal 4,812,295.56 3,637,778.60 6,699,616.84
Medium Term Notes

Subtotal 12,007,258.15
Federal Agency Coupon Securities
3130AGH99 10089 Federal Home Loan Bank 0.00 3,000,000.00

Subtotal 0.00 3,000,000.00 27,980,619.37
Treasury Coupon Securities

Subtotal 6,022,108.73
Miscellaneous Coupon Securities

Subtotal 2,660,462.14
Cash with Fiscal Agent
20 REF BOND 10117 US Bank 34.35 0.00

Subtotal 34.35 0.00 6,972,494.13

Total 4,812,329.91 7,137,778.60 119,526,180.21

Run Date: 06/03/2%? 14:33
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Middle Fork Project Finance Authority

Treasurer’s Investment Report
June 30, 2020

144 Ferguson Road e Auburn, California 95604
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Treasurer’s Discussion
Middle Fork Project Finance Authority Treasurer’s Report

June 30, 2020

This Treasurer’s Report includes three sections: 1. Portfolio Summary, 2. Portfolio Details — Investments, and 3. Activity by Type for the prior
month.

For the purpose of clarification, the following definitions of investment terms are provided:

Book Value is the purchase price of a security plus amortization of any premium or discount. This may be more or less than face value
depending upon whether the security was purchased at a premium or at a discount.

Par (Face) Value is the principal amount of a security and the amount of principal that will be paid at maturity.
Market Value is the value at which a security can be sold at the time it is priced including accrued interest. Individual securities market

prices are obtained from Union Bank, (safekeeper and third party custodian). Market values are only relevant if the investment is sold prior to
maturity. A gain or loss would be realized only if the specific investment were to be sold. It is the Authority’s practice to hold to maturity.

The investments held in the portfolio are in accordance with the Investment Policy of Middle Fork Project Finance Authority and California
Government Code.
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MIDDLE FORE PROJECT

FINAKNCE AUTHORITY e

MFP Finance Authority
Portfolio Management
Portfolio Summary

June 30, 2020

PLACER COUNTY WATER AGENCY

Par Market Book % of Days to YTM

Investments Value Value Value Portfolio Term Mat./Call 365 Equiv.
Local Agency Investment Funds 63,228,620.85 63,228,620.85 63,228,620.85 52.49 1 1 1.217
Checking Accounts 7,596,147.09 7,596,147.09 7,596,147.09 6.31 1 1 0.008
Medium Term Notes 12,000,000.00 12,521,760.00 12,007,077.00 9.97 1,377 841 2.555
Federal Agency Coupon Securities 22,000,000.00 22,516,270.00 21,983,109.96 18.25 1,078 623 1.945
Treasury Coupon Securities 6,000,000.00 6,205,560.00 6,020,330.07 5.00 1,078 841 1.506
Miscellaneous Coupon Securities 2,700,000.00 2,778,867.00 2,661,803.92 2.21 1,400 867 2.681
Cash with Fiscal Agent 6,972,529.75 6,972,529.75 6,972,529.75 5.79 1 1 0.000

120,497,297.69 121,819,754.69 120,469,618.64 100.00% 420 259 1.383
Investments
Cash and Accrued Interest
Accrued Interest at Purchase 0.00 0.00
Ending Accrued Interest 462,707.24 462,707.24
Subtotal 462,707.24 462,707.24

120,497,297.69 122,282,461.93 120,932,325.88 420 259 1.383

Total Cash and Investments Value

Total Earnings June 30 Month Ending

Current Year 146,606.48
Average Daily Balance 118,358,698.52
Effective Rate of Return 1.51%

The investments held in portfolio are in accordance with the Investment Policy of the Middle Fork Project Finance Authority.

%77/. fok)

Joseph H. Parker, CPA

Reporting period 06/01/2020-06/30/2020

Run Date: 07/07/2020 - 11:06
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MFP Finance Authority
Portfolio Management

Page 1
Portfolio Details - Investments
June 30, 2020
Average Purchase Stated Days to YTM  Maturity
CuUsIP Investment # Issuer Balance Date Par Value Market Value Book Value Rate Term Mat./Call 365 Date
Local Agency Investment Funds
LAIF 10001 Local Agency Investment Fund 63,228,620.85 63,228,620.85 63,228,620.85 1.217 1 1 1.217
Subtotal and Average 57,385,120.85 63,228,620.85 63,228,620.85 63,228,620.85 1 1 1.217
Checking Accounts
5616-OPERATIONS 10000 Union Bank of California 6,233,252.42 6,233,252.42 6,233,252.42 0.010 1 1 0.010
1265-OPERATIONS 10100 US Bank 12/11/2019 1,362,894.67 1,362,894.67 1,362,894.67 1 1 0.000
Subtotal and Average 6,729,501.18 7,596,147.09 7,596,147.09 7,596,147.09 1 1 0.008
Medium Term Notes
037833AR1 10072 Apple Inc. 05/03/2018 3,000,000.00 3,065,400.00 2,998,403.19 2.850 1,099 309 2916 05/06/2021
13063DDGO 10078 State of California 01/31/2019 3,000,000.00 3,155,100.00 2,947,141.07 2.250 1,704 1,187 2.832 10/01/2023
459058GHO 10085 INTL BK BECON & DEVELOP 02/26/2019 3,000,000.00 3,079,710.00 3,007,322.77 2.750 878 387 2511 07/23/2021
742651DP4 10092 Private Export Funding 07/15/2019 3,000,000.00 3,221,550.00 3,054,209.97  2.450 1,827 1,475 1.978 07/15/2024
Subtotal and Average 12,007,164.56 12,000,000.00 12,521,760.00 12,007,077.00 1,377 841 2.555
Federal Agency Coupon Securities
3133EFDT1 10063 Federal Farm Credit Bank 09/28/2017 1,000,000.00 1,003,750.00 1,000,000.00 1.660 1,085 78  1.658 09/17/2020
3133EKL61 10094 Federal Farm Credit Bank 09/04/2019 3,000,000.00 3,030,270.00 2,999,325.00 1.550 547 246  1.584 03/04/2021
3133EKP75 10095 Federal Farm Credit Bank 09/17/2019 3,000,000.00 3,149,610.00 2,998,787.20 1.600 1,827 1,539 1.610 09/17/2024
3133EKP67 10096 Federal Farm Credit Bank 09/17/2019 3,000,000.00 3,052,080.00 2,998,619.33 1.625 731 443  1.664 09/17/2021
3133EK3B0O 10097 Federal Farm Credit Bank 10/18/2019 3,000,000.00 3,138,510.00 2,982,650.97 1.500 1,825 1,568 1.641 10/16/2024
3130AF2D8 10075 Federal Home Loan Bank 01/31/2019 3,000,000.00 3,023,010.00 3,001,997.00 2.860 623 106  2.621 10/15/2020
313378WG2 10086 Federal Home Loan Bank 03/20/2019 3,000,000.00 3,115,710.00 3,003,263.59 2.500 1,087 618  2.433 03/11/2022
3135G0T60 10070 Federal National Mtg Assn 01/31/2018 3,000,000.00 3,003,330.00 2,998,466.87 1.500 911 29  2.155 07/30/2020
Subtotal and Average 26,582,071.47 22,000,000.00 22,516,270.00 21,983,109.96 1,078 623 1.945
Treasury Coupon Securities
9128285V8 10093 U.S. Treasury 08/30/2019 3,000,000.00 3,106,770.00 3,046,452.36 2.500 869 563  1.472 01/15/2022
912828592 10101 U.S. Treasury 01/16/2020 3,000,000.00 3,098,790.00 2,973,877.71 1.250 1,292 1,125 1.541 07/31/2023
Subtotal and Average 6,021,189.75 6,000,000.00 6,205,560.00 6,020,330.07 1,078 841 1.506
Miscellaneous Coupon Securities
742651DRO 10073 Private Export Funding 01/15/2019 2,700,000.00 2,778,867.00 2,661,803.92 2.050 1,400 867  2.681 11/15/2022
Subtotal and Average 2,661,155.39 2,700,000.00 2,778,867.00 2,661,803.92 1,400 867 2.681

Run Date: 07/07/2020 - 11:06
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MFP Finance Authority
Portfolio Management

Portfolio Details - Investments

June 30, 2020

Page 2

Average Purchase Stated Days to YTM  Maturity
CuUsIP Investment # Issuer Balance Date Par Value Market Value Book Value Rate Term Mat./Call 365 Date
Cash with Fiscal Agent
20 REF BOND 10117 US Bank 03/31/2020 6,972,529.75 6,972,529.75 6,972,529.75 1 1 0.000
Subtotal and Average 6,972,495.32 6,972,529.75 6,972,529.75 6,972,529.75 1 1 0.000
118,358,698.52 120,497,297.69 121,819,754.69 120,469,618.64 420 259 1.383

Total and Average

Run Date: 07/07/2020 - 11:06

27

Portfolio MFP
AC
PM (PRF_PM2) 7.3.0



MFP Finance Authority
Portfolio Management
Portfolio Details - Cash

June 30, 2020

Page 3

Average Purchase Stated Days to YTM
CusIP Investment # Issuer Balance Date Par Value Market Value Book Value Rate Term Mat./Call 365
Average Balance 0.00 Accrued Interest at Purchase 0.00 0.00 0 0
Ending Accrued Interest 462,707.24 462,707.24
Subtotal 462,707.24 462,707.24
120,932,325.88 420 259 1.383

Total Cash and Investment Value

Run Date: 07/07/2020 - 11:06
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MFP Finance Authority
Portfolio Management
Activity By Type
June 1, 2020 through June 30, 2020

Page 1

Stated Transaction Purchases Redemptions

cusip Investment # Issuer Rate Date or Deposits or Withdrawals Balance
Local Agency Investment Funds (Monthly Summary)
LAIF 10001 Local Agency Investment Fund 1.217 6,100,000.00 55,000.00

Subtotal 6,100,000.00 55,000.00 63,228,620.85
Checking Accounts (Monthly Summary)
5616-OPERATIONS 10000 Union Bank of California 0.010 6,052,534.19 6,250,000.00
1265-OPERATIONS 10100 US Bank 8,579,123.21 7,485,127.15

Subtotal 14,631,657.40 13,735,127.15 7,596,147.09

Medium Term Notes

Subtotal

12,007,077.00

Federal Agency Coupon Securities

3134GTWG4 10091 Federal Home Loan Mtg Corp 2.000 06/26/2020 0.00 3,000,000.00
3135G0D75 10069 Federal National Mtg Assn 1.500  06/22/2020 0.00 3,000,000.00

Subtotal 0.00 6,000,000.00 21,983,109.96
Treasury Coupon Securities

Subtotal 6,020,330.07
Miscellaneous Coupon Securities

Subtotal 2,661,803.92
Cash with Fiscal Agent
20 REF BOND 10117 US Bank 35.62 0.00

Subtotal 35.62 0.00 6,972,529.75

Total 20,731,693.02 19,790,127.15 120,469,618.64

Run Date: 07/07/2%9 11:06
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MIDDLE FORK PROJECT

M EM ORANDUWM
TO: Middle Fork Project Finance Authority Board of Directors
FROM: Darin Reintjes, Director of Resource Management
DATE:  July 16, 2020

RE: Middle Fork Project FERC License Implementation and Budget Outlook

RECOMMENDATION

Information only, no action required.

BACKGROUND

On February 23, 2011, pursuant to sections 4(e) and 15 of the Federal Power Act (FPA), PCWA
and the County of Placer filed an application with the Federal Energy Regulatory Commission
(FERC) for a new license to continue the operation and maintenance of the Middle Fork
American River Hydroelectric Project (MFP). On June 8, 2020, FERC released an order issuing
the new license to the Agency. With a few minor exceptions, the order issues a 40-year license
for the continued maintenance and operations of the project under conditions that are largely
the same as those that were developed through the extensive relicensing process that the
Agency undertook.

IMPLEMENTATION

There are a number of actions required in the first year to comply with the requirements of the
new license. Activities that are required within the first year are shown in the attached Middle
Fork Project — One Year Compliance Summary. As of the date of this report, the Agency has
completed and/or is implementing all of the activities that are required within the first 30 days
of the license issuance. In general, these 30-day requirements are flow-related actions that can
be implemented utilizing existing project infrastructure. The deadline to file a request for a
license rehearing also falls within the 30-day period. The Agency has requested a rehearing on
one article within the new license that requires the Agency to set up and maintain an
amortization reserve account. Because the FPA’s amortization reserve account requirement
applies only to “non-municipal licensees,” the Agency has requested FERC to grant rehearing
and deletion of this article in the new license.
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Within 45 days of license issuance the Agency is required to submit a revised project
description, as-built project facilities drawings, and project maps with the FERC boundary,
otherwise known as Exhibits A, F, and G, in the format specified in the order. Agency staff is
completing this task and will submit the revised exhibits in advance of the deadline. Other
activities required within the first six months to one year include the preparation, or revision,
and submittal of various plans and studies as shown on the attachment. Agency staff continue
to develop these plans and do not foresee any issues with meeting these deadlines. Several
monitoring and management plans were approved by FERC upon issuance of the license and
the Agency will implement those plans according to their respective schedules.

Beyond the first year of license issuance the commitments are primarily the continuation of
plan and study development, monitoring and reporting, and capital improvements to
infrastructure and recreation facilities. Any capital projects that potentially impact Waters of
the State or Waters of the United States will require the acquisition of project-specific federal
and/or state permits. The California Environmental Quality Act (CEQA) and National
Environmental Policy Act (NEPA) requirements for these projects were completed during the
licensing process.

BUDGET OUTLOOK

The Middle Fork Project Finance Authority (MFPFA) has continued to budget for the necessary
infrastructure projects, operational commitments, and license implementation measures
associated with the anticipated license conditions since prior to submitting the license
application in 2011. While waiting on the issuance of the new license, the Agency has managed
to design, start constructing, or complete a number of the improvement projects or plans
associated with the new commitments. As previously reported, 2020 revenues are expected to
be low. If approved by the MFPFA Board of Directors, staff is recommending the utilization of
funds from the 2019 net revenues to fund the already budgeted 2020 FERC projects in an
amount of approximately $3 million to stay on track. Needs for 2021 and beyond are already
contained in the MFPFA 5-year budget.

There are three separate budgeting categories for the FERC License Implementation:

1. FERC Infrastructure Projects: This includes capital improvements to MFP infrastructure
that are to be completed within five years of license issuance. The total anticipated
costs for these projects over the five-year period is approximately $21 million.

2. Recreation Rehabilitation Projects: This includes numerous capital improvements to
MPFP recreation facilities that are to be completed within 14 years of license issuance.
The total anticipated costs for these projects over the 14-year period is approximately
S50 million.
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3. License Implementation/Operations: This includes the ongoing costs of implementation
throughout the duration of the new license, such as monitoring, surveying, and plan and
study implementation. The anticipated costs for these activities is expected to average
approximately $2 million per year during the first five years and S1 to $2 million per year
beyond that.

Accounting for inflation, the total anticipated costs for the first 5, 10, and 15 years is
approximately $57, $81, and $97 million dollars, respectively. More than 60% of the total
recreation and infrastructure capital improvement expenses are budgeted in the first five years
of the license issuance, and approximately 90% of the projects will be completed by year 10.

ATTACHMENTS

1. Middle Fork Project — One Year Compliance Summary
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Middle Fork Project
One Year Compliance Summary

Compliance Deadline and Activity Reference
30 days
File request for rehearing with FERC
Minimum Instream Flows — Non-peaking Reach 4(e) No. 22
Pulse Flows (wet and above normal water years only) 4(e) No. 23
Down Ramping of Spills — MFAR below French Meadows (May—July only) | 4(e) No. 24
Minimum Instream Flows — Peaking Reach 4(e) No. 22 and 40
Ramping Rates — Peaking Reach (March—October) 4(e) No. 24
Reservoir Minimum Pool Elevations and Reservoir Levels Recreation
Objectives (required in Year 2, but PCWA committed to make a good
faith effort to implement in Year 1) 4(e) No. 38
45 days
File revised Exhibit A Article 203
File revised Exhibit F and G Article 204
120 days
Moderation of Peaking Flows — Peaking Reach (after fall maintenance
outage through February) 4(e) No. 24
6 months
Prepare/file Reservoir Level Evaluation Plan Article 401b / 4(e) No. 28
Revise/file Streamflow and Reservoir Elevation Gaging Plan Article 403
Revise/file Transportation System Management Plan Article 407
Revise/file Recreation Plan Article 408
1year
Prepare/file Bear Management Plan Article 401b / 4(e) No. 28
Prepare/file Penstock and Drainage Release Points Evaluation Plan Article 401b / 4(e) No. 33
Prepare/file Aquatic Invasive Species Management Plan Article 401b / 4(e) No. 48
Prepare/file Hell Hole Dam Outlet Feasibility Study Plan 4(e) No. 23
Prepare/file Spawning Habitat Improvement Plan 4(e) No. 26
Prepare/file Entrainment Study 4(e) No. 29
Prepare/file French Meadows Dam Staging Area Landscape Rehab Plan 4(e) No. 41 (VRMP)
Prepare/file Erosion and Sediment Control and Management Plan 4(e) No. 46
Implement Bald Eagle Management Plan 4(e) No. 27
Implement Fish Population Monitoring Plan 4(e) No. 28
Implement Water Temperature Monitoring Plan 4(e) No. 28
Implement Foothill Yellow-legged Frog Monitoring Plan 4(e) No. 28
Implement Vegetation and Integrated Pest Management Plan 4(e) No. 47
13 months
Prepare/file Large Woody Debris Plan ‘ Article 404 / 4(e) No. 30
Notes:

e Monitoring/survey requirements that are pending FERC approval are not included.
e Monitoring/survey activities triggered by an event are not included.

June 26, 2020
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MIDDLE FORK PROJECT

G.2

M EMOW RANUDUM

TO: Middle Fork Project Finance Authority

FROM: Ryan Cline, Director of Energy Marketing, PCWA

DATE: July 7, 2020

RE: July 16, 2020, Middle Fork Project Energy Marketing and Hydrology Update
RECOMMENDATION

Information only, no action required.

BACKGROUND

Staff will provide a presentation of 2020 Middle Fork Project hydrology, energy market
fundamentals, and their associated impacts on 2020 revenue.
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MIDDLE FORK PROJECT

Energy Marketing
and
Hydrology Update

July 16, 2020

2020 Precipitation
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2020 Energy Market
Energy Prices: 2014-2019vs 2020
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2020 Budget

$1.2M
$5.6M REC's $31M $38.6M
RA Capacity $0.6M Energy Sales Total Revenue

Carbon Free

2020 Mid-Year Guidance

Total Revenue
$28,000,000
To
$32,000,000

Energy Sales
$21M
To

REC’s
$0.9M
Carbon Free

RA Capacity

$5.6M

$0.5M $25M

Page 6

MIDDLE FORK PROJECT

Questions?
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MIDDLE FORK PROJECT

G.3

M EMOW RANUDUM

TO: Middle Fork Project Finance Authority

FROM: Jay L’Estrange, PCWA Director of Power Generation Services

DATE: July 16, 2020

RE: Hell Hole Dam Core Raise Status Report
RECOMMENDATION

Information item, no action necessary.

BACKGROUND

The PCWA Director of Power Generation will provide a status report on the Hell Hole Dam Core

Raise Project.
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MIDDLE FORK PROJECT

M EM OWRANDUM

TO: Board of Directors

FROM: Joseph H. Parker, CPA, Authority Treasurer
DATE: July 8, 2020

RE: 2020 Mid-Year Budget Report

Recommended Action:
Receive 2020 Mid-Year Budget Report.

Mid-Year Reporting Requirement:

Pursuant to the Authority’s General Financial Policies, the Authority’s Treasurer shall provide a
mid-year budget report at the Authority’s July Board meeting after the final snow survey, which
allows for consideration to updating the budget for revenue and expenses. The following is the
2020 Mid-Year Budget Report:

Mid-Year Revenue Budget Report:

The 2020 water year has been drier than normal with cumulative precipitation totals currently
at 63% of average. Much of this year’s precipitation deficit can be attributed to the region’s
driest February on record. Historically, the month of February provides a significant amount of
precipitation and snowpack, allowing for generation throughout the rest of the year. For the
first time on record, no precipitation was reported during the month of February across much
of the Middle Fork Project area. The warm, dry conditions had a significant impact to the MFP
basin snowpack, with snow water content dropping from 70% of normal on Feb 1% down to
42% of normal on March 1%, Although the months of March through May experienced average
precipitation, it was not enough to make up for the lack of precipitation early in the year.

Along with unfavorable hydrology, California state government issued a mandatory stay-at-
home order and business shut downs because of the COVID-19 pandemic. This resulted in a
significant reduction in energy demand, resulting in low energy prices, further negatively
impacting year-to-date revenue. As a result of these unfavorable conditions, hydro generation
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has been reduced year-to-date in 2020 allowing reservoirs to fill to capacity for greater hydro
generation through the remainder of the year, when energy prices are projected to improve.

As a result of the dry hydrology and low prices experienced during the first half of this year,
Power Sales revenue for 2020 is projected to be substantially lower than budgeted revenues.
However, rather than amending the revenue budget for the revenue shortfall, staff will not fund
the remaining $9.5 million of 2020 Capital Project appropriation and seek cost savings in
operations, as discussed further below.

Mid-Year Expenditure Budget Report

Operating
For the period ending June 30, 2020, Operating expenditures are favorable at 24% below budget
and are forecasted to be at or below budget through the remainder of the year.

The favorable operating variance was largely a result of the delay of the Federal Energy
Regulatory Commission (FERC) license issuance which has postponed related implementation
expenditures. However, on June 8, 2020 (effective date of July 8, 2020), FERC issued a new 40-
year operating license for the Middle Fork Project, and therefore the largely unspent 2020
adjusted budget of $2.5 million for FERC Implementation Operating costs is expected to begin
to be incurred. Additionally, savings in cost share agreements and consulting services
contribute to the operating variance.

Capital Projects
As of June 30, 2020, $540,800 of the $10,081,366 Capital Projects budget adopted by the Board
has been funded. Based on unfavorable year-to-date and forecasted annual revenue, funding
for 2020 Capital Project appropriations has been placed on hold, and any additional funding in
2020 appears doubtful without funds from other sources, such as 2019 Net Revenue. With the
issuance of the FERC license, a further discussion of Capital Projects in that category is provided
below:

FERC Licensing:

The FERC Licensing Capital Projects account for $3.2 million of the $10.1 million of
adopted 2020 Capital Projects budget. The issuance of the FERC License in June 2020
begins a timeline under which certain projects must be completed in accordance with
the license. To help facilitate the completion of these projects by the prescribed
timeline, $540,876 was transferred to the Duncan Creek Diversion Dam Upgrade and
Trail project from available funds in non-FERC Capital Projects in April 2020.
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Reserve Funding and Net Revenue Budget Report

At the conclusion of 2019, the reserve accounts have now been funded to their full target

funding amounts totaling $49.97 million. The current individual reserve target funding amounts

are: Operating Reserve at $27.97 million, Capital Reserve at $20 million and Emergency Reserve

at $2 million.

In January 2020, the Board approved utilizing $140,000 of Operating reserves to fund the use

of a utility work vessel for on-water inspections, maintenance and construction activities,

bringing total Operating reserves to $27.83 million. Based on the 2020 revenue forecast, it is

currently unclear if resources will be available at year-end to replenish the Operating reserve.

Attached for the Board’s information are the 2020 Budget and Actual schedules for the period
ended June 30, 2020 as follows:
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MFP Finance Authority Budget Schedule with Note References — This schedule

summarizes the 2020 adopted and adjusted budgets, proposed and approved budget
amendments and the adjusted June 30, 2020, year-to-date budget.

MFP Finance Authority Budget and Actual Schedule with Variances & Explanations —

This schedule summarizes the MFP Finance Authority financial activity for the period
ended June 30, 2020 with the adjusted year-to-date budget and year-to-date actual
activity noting variances between the two amounts with referenced explanations.

MFP Finance Authority Reserve Schedule — This schedule summarizes the MFP Finance

Authority reserve account activity through June 30, 2020 and indicates the full funding
target for each reserve account.

PCWA MFP Capital Projects — This schedule summarizes the Project-to-Date Budget and
Expenses through June 30, 2020. PCWA manages and administers these projects and

are included because they are funded by the MFP Finance Authority. As the scope of
these activities is multi-year, the budget and expense information is included.

MFP Finance Authority Power Sales Revenue Chart — This chart summarizes the

revenue budget and the actual revenue by month through June 30, 2020.

MFP Finance Authority Power Operating Expenses Chart — This chart summarizes the

expense budget and the actual expenses by month through June 30, 2020.



MIDDLE FORK PROJECT FINANCE AUTHORITY
Budget Schedule
For the Period Ended

June 30, 2020

2020 Budget 2020
Adopted Adjustments & Adjusted June 30, 2020
Annual Budget Transfers Annual Budget Year-to-date
January 1, 2020 (Note 4) June 30, 2020 Adjusted Budget
Revenues and Other Financing Sources (Note 1) :
Power Sales $ 38,643,064 - 38,643,064 16,612,247
Interest Income 1,000,000 - 1,000,000 317,000
Total Revenues and Other Financing Sources 39,643,064 - 39,643,064 16,929,247
Expenditures:
Administration:
Operating Supplies/Services 2,000 - 2,000 959
Administration 98,000 - 98,000 46,971
Professional Services 50,000 - 50,000 23,965
Total Administrative Expenditures 150,000 - 150,000 71,895
PCWA Power Division - Operating:
Power Operations 14,134,915 - 14,134,915 6,774,865
General and Administrative 7,252,397 50,500 7,302,897 3,500,279
Natural Resources Management 4,216,251 (50,500) 4,165,751 1,996,644
Power Resources Management 1,645,742 - 1,645,742 788,804
Routine Capital 570,000 140,000 710,000 340,303
Total PCWA Power Division - Operating 27,819,305 140,000 27,959,305 13,400,895
Debt Service 5,690,730 - 5,690,730 2,845,365
Capital Projects (Note 2):
Current Year Capital Project Appropriation 10,081,366 - 10,081,366 10,081,366
Total Expenditures and Appropriations 43,741,401 140,000 43,881,401 26,399,521
Revenue over (under) Expenditures and
Appropriations (4,098,337) (140,000) (4,238,337) (9,470,274)
Appropriated for 2020 Adopted Budget deficit 4,098,337 - 4,098,337 4,098,337
Reserve Activity (Funding)/Use (Note 3):
Operating Reserve
Used to fund utility vessel - 140,000 140,000 140,000
Emergency Reserve - - - -
Capital Reserve
Used to fund budgeted capital project appropriations - - - 5,231,937
Total Reserve Use - 140,000 140,000 5,371,937

Net Revenue $ -

Note: See reference discussion on the following page.
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MIDDLE FORK PROJECT FINANCE AUTHORITY
2020 Budget Schedule
Note References
For the Period Ended June 30, 2020

Note 1:

Note 2:

Note 3:

Note 4:
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Revenues and Other Financing Sources

The MFPFA Power Sales budget includes the resource adequacy (RA), carbon free and renewable
energy credit (REC) sales amounts based on bi-lateral contracts and energy sales based on 80% of
estimated energy generation for the year. The Power Sales amounts have been determined by
Energy Marketing projections based on anticipated sales of resource adequacy, carbon free,
renewable energy credits and estimated energy sales for January 1 to December 31, 2020.

The Capital Projects adopted budget totaling $10.1 million has remained mostly unfunded due to
unfavorable year-to-date hydrology, energy prices, as well as forecasted 2020 revenue.

As the Reserve Accounts are used or target funding is revised, replenishment or funding shall be
performed at year-end in accordance with the Authority General Financial Policies.

There are two Budget Adjustments and Transfers to report to the Board for the period ended June
30, 2020.

In January 2020, the Board approved use of the Operating Reserves for $140,000 to fund a routine
capital purchase of a utility work vessel for on-water inspections, maintenance and construction
activities.

In June 2020, there was a transfer of $50,500 to cover costs for a new Legal position from Natural
Resources Management to General & Administrative, both of which are components of the
Operating budget. This transfer did not result in any new appropriations to the 2020 budget.



MIDDLE FORK PROJECT FINANCE AUTHORITY
Budget and Actual Schedule
For the Period Ended

June 30, 2020

June 30, 2020

Year-to-date Variances
Budget Actual $ % Ref
Revenues and Other Financing Sources:
Power Sales $ 16,612,247 8,795,867 (7,816,380) -47%
Interest Income 317,000 494,103 177,103 56%
Total Revenues and Other Financing Sources 16,929,247 9,289,970 (7,639,277) -45% A
Expenditures:
Administration:
Operating Supplies/Services 959 1,317 (358) -37%
Administration 46,971 101,969 (54,998) -117%
Professional Services 23,965 5,255 18,710 78%
Total Administrative Expenditures 71,895 108,541 (36,646) -51% B
PCWA Power Division - Operating:
Power Operations 6,774,865 6,438,597 336,268 5%
General and Administrative 3,500,279 2,720,829 779,450 22%
Natural Resources Management 1,996,644 313,433 1,683,211 84%
Power Resources Management 788,804 690,390 98,414 12%
Routine Capital 340,303 1,439 338,864 100%
Total PCWA Power Division - Operating 13,400,895 10,164,688 3,236,207 24% C
Debt Service 2,845,365 - 2,845,365 100% D
Capital Projects:
Current Year Adopted Budget / Funded Budget Appropriations 10,081,366 540,800 9,540,566 95%
Current Year Additional Capital Project Appropriations - - - 0%
Total Capital Project Appropriations 10,081,366 540,800 9,540,566 95% E
Total Expenditures and Appropriations 26,399,521 10,814,029 15,585,492 59%
Revenue over/(under) Expenditures and Appropriations (9,470,274) (1,524,059) 7,946,215 84%
Appropriated for 2020 Adopted Budget deficit 4,098,337 4,098,337 - 0% F
Reserve Activity (Funding)/Use:
Operating Reserve:
Used to fund utility vessel 140,000 140,000
Emergency Reserve - -
Capital Reserve
Used to fund budgeted capital project appropriations 5,231,937 -
Total Reserve Use 5,371,937 140,000 G
Revenue over/(under) Expenditures, Appropriations and
Reserve Activity - 2,714,278

Note: See 2020 Budget to Actual Variances discussion on the following page.
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MIDDLE FORK PROJECT FINANCE AUTHORITY
Budget and Actual Schedule
Discussion of 2020 Budget to Actual Variances
For the Period Ended June 30, 2020

Ref
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Revenues and Other Financing Sources:

Power Sales Revenue — As evidenced this year, the Power Sales revenue is subject to significant
volatility due to variations in hydrology, energy market prices and a variety of other factors. Power
Sales revenue for the period ended June 30, 2020 is at $8.8 million, 47% below budgeted revenue due
to low generation as a result of dry, warm weather early in the year, in addition to low energy prices.
The dry, warm weather melted 99% of the snowpack increasing the water levels of the reservoirs to
95% of the average June 30 level. These hydrologic conditions, in conjunction with lower power prices
because of reduced energy demand from the COVID-19 pandemic, have resulted in decreased hydro
generation and have significantly depressed revenue for the period ended June 30, 2020. Due to year-
to-date results, as well as price expectations for the remainder of the year, Power Sales revenue for
2020 is projected to be unfavorable as compared to the budget.

Interest Income — Interest income for the quarter ending June 30, 2020 is 56% above the conservative
budget amount.

Expenditures:

Administration is over budget for the period ending June 30, 2020 by 51%, due to internal labor costs
related to the 2020 bond refinancing.

PCWA Power Division — Operating is under budget by 24% through the period ending June 30, 2020,
primarily because the FERC license had not been issued until June 2020, postponing most of the
implementation costs to later in the year. Additionally, savings from cost-share agreements and
consulting expenses contribute to this favorable variance.

Debt Service — In October 2019 when the 2020 Budget was adopted, the debt service budget amount
was based on the 2006 Revenue Bond debt service. In April 2020, the 2006 Bonds were refinanced,
resulting in a new debt service payment for 2020 totaling $5.4 million compared to the budgeted
$5.7 million. However, because of the 2020 Bond covenants, it is necessary to pay debt service
through the next principal payment date in order to use current revenue for anything other than
operations and debt service, (i.e. capital projects or distributions); Therefore, debt service pre-
payment may be considered, thereby utilizing the entire appropriated 2020 debt service budget of
$5.7 million.



MIDDLE FORK PROJECT FINANCE AUTHORITY
Budget and Actual Schedule
Discussion of 2020 Budget to Actual Variances
For the Period Ended June 30, 2020
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Capital Projects:

Based on current and forecasted hydrological conditions, coupled with the low energy prices, revenue
projections are below budget, thus funding of the 2020 Capital Project appropriations has been placed
on hold and will continue to be held unless another funding source is provided. As of June 30, 2020,
$540,800 of the $10,081,366 adopted by the Board has been funded.

Appropriated Use of Funds:

The 2020 Budget appropriated $4.1 million at year-end 2019 to provide for the adopted 2020 Budget’s
shortfall.

Reserve Activity:

The reserve accounts are funded in accordance with the Authority’s General Financial Policies at
year-end before any distributions of Net Revenue.



Operating Reserve

Emergency Reserve

Capital Reserve

Total

Notes:

General Note:

Operating Reserve:

Emergency Reserve:

Capital Reserve:
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MIDDLE FORK PROJECT FINANCE AUTHORITY
Reserve Schedule
For the Period Ended
June 30, 2020

Beginning 2020 Amount
2020 Balance Year-to-Date Balance Needed to
Target January 1, 2020 Activity June 30, 2020 Fund Target

A B C D=B+C E=A-D
$ 27,969,305 27,969,305 (140,000) 27,829,305 140,000
2,000,000 2,000,000 - 2,000,000 -
20,000,000 20,000,000 - 20,000,000 -
$ 49,969,305 49,969,305 (140,000) 49,829,305 140,000

The reserve accounts are funded in accordance with the Authority's General Financial Policies after the year-end
closing process and before any distributions of Net Revenue.

The Operating Reserve is established by the Authority's General Financial Policies, which set a funding target
minimum of one year of operating expenses, currently set at $27.97 million. The Operating Reserve will provide
readily available funds for the MFP operations and require prior approval of the Authority's Executive Director and
Secretary, or Board before use.

The Emergency Reserve is established by the Authority's General Financial Policies, which set a funding target
amount that will be aligned with the needs under a severe outage contingency. The current $2 million reserve is
intended to fund insurance deductibles and seed monies to commence any significant unforeseen capital expenses.
Annually, the level of Emergency Reserve will be assessed to identify the trade-off between insurance (self-insurance
and paid insurance), emergency reserve funds, and other financing, and propose recommended changes during the
budget process.

The Capital Reserve is established by the Authority's General Financial Policies and has two components - a
sinking fund for current and prior year appropriated projects and a reserve for future capital projects. Currently, the
long-term Capital Reserve target is $20 million.



PLACER COUNTY WATER AGENCY

MFP Capital Projects

As Funded by the Middle Fork Project Finance Authority
For the Period Ended June 30, 2020

Budget

Budget

Project Project Description T?f;jsz:i?:;fd (;:—czrr?;:fgi, 2020 Adopted 2020 Budget Adjustments Adjustments :desf:atgliiagt; Prior Years' Yearz—(ﬁ?Date Project-to-Date Outstanding Pr(_)ject-to-Date
No. (Note 1) 2019) Budget (Note 2) Funded (Note 2) Quarter 1 Quarter 2 (June 30, 2020) Expenses Expenses Expenses Encumbrances | Available Balance
(Note 3) (Note 3)
A B C D D=A+B+C E E G=E+F H 1=D-G-H

MINOR PROJECTS - TOTAL 2,028,223 - (350,000) 1,678,223 18,511 12,498 31,010 11,189 1,636,024
MAJOR PROJECTS - AUTHORIZED
14007P__ [French Meadows Powerhouse Reliability Upgrades Ongoing 1,533,427 450,000 - - (118,045) 1,415,382 74,612 58,369 132,981 258,475 1,023,926
14003P  [Hell Hole Powerhouse Reliability Upgrades Ongoing 668,009 1,100,000 - - - 668,009 46,188 37,969 84,156 14,518 569,335
14009P _ [Middle Fork Powerhouse Reliability Upgrades Ongoing 4,000,955 1,450,000 - - - 4,000,955 126,838 139,351 266,189 662,845 3,071,921
14010P__|Oxbow Powerhouse Reliability Upgrades Ongoing 1,002,315 950,000 - - 351,375 1,353,690 109,913 90,766 200,679 524,936 628,075
12015A [Project Wide Communications Upgrade 15,603,271 15,253,271 - - 350,000 - 15,603,271 13,611,727 197,080 13,808,807 1,678,274 116,190
12029A _|Project Wide SCADA Reliability Upgrades 920,000 770,000 - - - - 770,000 596,899 20,134 617,033 105,936 47,031
14041P | Hell Hole Dam Core Raise 18,934,525 18,934,525 - - - - 18,934,525 7,982,045 2,059,269 10,041,313 6,791,260 2,101,952
14012P | Ralston Powerhouse Reliability Upgrades Ongoing 3,980,089 800,000 250,000 - (223,000) 4,007,089 395,684 217,645 613,329 754,197 2,639,563
14013P__|FERC License Implementation - Project Infrastructure 26,628,810 5,617,750 2,352,600 290,800 - 905,821 6,814,371 2,974,498 72,968 3,047,466 3,182,078 584,827
14014P |FERC License Implementation - Project Recreation Facilities 40,778,444 2,756,040 673,526 - - - 2,756,040 1,109,250 695 1,109,946 - 1,646,094
17004P__|French Meadows Forest Management 1,525,000 1,125,000 650,000 - - - 1,125,000 575,137 36,351 611,489 50,389 463,123
17013P__ | Sediment Removal 18,800,000 6,000,000 1,500,000 - - - 6,000,000 5,212,095 46,943 5,259,037 310,512 430,450
17019W [ERP System 1,802,691 1,477,691 - - - - 1,477,691 604,626 - 604,626 - 873,065
TOTAL MAJOR PROJECTS 67,560,914 9,926,126 540,800 350,000 916,151 64,926,023 33,419,512 2,977,539 36,397,052 14,333,419 14,195,552
PROJECTS CLOSED IN 2020
MINOR PROJECTS - TOTAL 199,000 - - - - 26,387 - 26,387 - -
MAJOR PROJECTS CLOSED
12017P__|MFP Outlet Works Upgrade 1,225,480 1,559,932 155,240 - - (334,452) 1,225,480 1,222,916 2,564 1,225,480 - -
17028P [FMPH Generator Excitation System Replacement 597,460 750,000 - - - (152,540) 597,460 597,460 - 597,460 - -
16016P__|FMPH Governor Upgrades 854,051 1,124,342 - - - (270,291) 854,051 854,051 - 854,051 - -
13008P__|OXPH Governor Upgrades 759,125 887,500 - - - (128,375) 759,125 759,125 - 759,125 - -
18041P |Abay Outlet Works Upgrades 89,575 120,068 - - - (30,493) 89,575 89,575 - 89,575 - -
TOTAL PROJECTS CLOSED 2020 (Note 3) 4,640,842 155,240 - - (916,151) 3,525,691 3,549,514 2,564 3,552,078 - -
TOTAL CAPITAL PROJECTS 74,229,979 10,081,366 540,800 - - 70,129,937 36,987,537 2,992,602 39,980,140 14,344,608 15,831,576

Note 1:

Note 2:

Note 3:

Major Projects may be comprised of a variety of sub-projects for which appropriations will be allocated, administered and accounted for as separate "Projects” at the PCWA project management level, as PCWA is the lead entity for MFP Projects. For budgeting purposes, the Total Estimated Project Cost for the powerhouse
reliability projects is defined as "*Ongoing" because underlying sub-projects will be added, completed and removed over time.

The 2020 Capital Project approved budget is $10,081,366. Appropriations funded to date total $540,800.

During January 2020, the MFPFA Project Adjustment Fund, a Minor Project, transferred $350,000 to fund the Project Wide Communications Upgrade Project.

During the second quarter, several projects closed: the Middle Fork Project Outlet Works Upgrade project, the French Meadows Powerhouse Generator Excitation System Replacement project, the French Meadows Governor Upgrades project, the Oxbow Powerhouse Governor Upgrades project, and the Abay Outlet Works
Upgrade project, as well as the Penstock Interior Coating Inspection (a minor project) ; all remaining major sub-category project balances were returned to the respective major project. Additionally, during the second quarter, the MFP Board of Directors approved transfers: $223,000 from the Ralston Switchyard Upgrade to the
Oxbow Powerhouse Generator Excitation Upgrade project, and $453,000 from the French Meadows Reliability Upgrade project to the Duncan Creek Diversion Dam Upgrade & Trail project. An additional transfer of $87,876 was made from the French Meadows Powerhouse Battery Room Upgrade project to the Duncan Creek

Diversion Dam Upgrade & Trail project.
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Middle Fork Project Finance Authority
Power Sales Revenue
Budget to Actual 2020
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Middle Fork Project Finance Authority
Power Operating Expenses
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17,008,323

19,667,343

21,330,268
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27,666,538

—— Op Exp Actual Cumulative

934,360

2,129,915

4,591,889 7,338,792 8,319,539 10,164,688
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G.5

MIDDLE FORK PROJECT

M EMOW RANUDUM

TO: Middle Fork Project Finance Authority Board of Directors
FROM: Joseph H. Parker, CPA - Treasurer
DATE: July 7, 2020
RE: Net Revenue Use and Distribution
RECOMMENDATION:

Approve the following items:
1. From the Net Revenue amount accumulated as of December 31, 2019 totaling
$20,854,199, fund the following current Authority resource needs totaling $8,575,385:
e Prefund Debt Service in the amount of $3,562,134
e Fund 2020 FERC Capital Projects in the amount of $2,890,566
e Fund two needed 2020 Capital Projects in the amount of $2,122,685
2. 2020 Budget Amendment for debt service in the amount of $3,562,134.
3. Distribute the remaining Net Revenue totaling $12,278,814 in equal shares to the County
of Placer and Placer County Water Agency in an amount each totaling $6,139,407.

DISCUSSION:

For the first time, at December 31, 2019, the Authority has filled all three of its reserves to their
current full funding target levels (Operating-1 year operating expense, Capital-520M based on a
long-term target and Emergency-$2M) for a total of $49.97M. Pursuant to policy, funding the
reserves is a prerequisite before net revenues can be distributed. As of the year-ending
December 31, 2019, after funding the reserves, the Authority had $20,854,199 in Net Revenues.

At the April 16, 2020 Board meeting, because of the uncertainties of COVID-19 and other matters,
the Board decided to postpone a decision on the distribution of Net Revenue and instructed Staff
to identify Authority’s resource needs for the Board’s consideration prior to considering a net

revenue distribution.

The following are the resource needs Staff identified for the Board’s considerations:
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1. Prefund Debt Service: Commencing March 17, 2020, the new 2020 debt covenants

require debt service to the next principal payment date be paid to the Trustee prior to
using current year revenue for uses other than Operations and Debt Service. This means
that in order to fund capital project appropriations or distributions with current year
revenue, debt service to the next principal payment date would need to be paid. Principal
payment dates are October 1, 2020, April 1, 2021 and each April 1 thereafter.

Remedy for Consideration: Rather than determining this prepayment requirement

annually which could result in varying levels of debt service payments in any one year,
pay the debt service to the next principal payment date (April 1, 2021) in 2020 and
thereafter budget and prepay a levelized debt service $5.4M annually. In order to
accomplish this, a one-time additional debt service payment is required by appropriating
(Budget Amendment) and funding an additional $3,562,134. The adopted 2020 MFPFA
Budget includes $5,690,730 for debt service, which was based on the 2006 Bonds.
Because of the 2020 Bond refunding savings, the annual new debt service has been
reduced. The 2020 Bonds have an October 2020 and April 2021 debt service principal and
interest payments of $5,376,989 and $3,875,875, respectively, which total $9,252,864.
Under this consideration the Authority would approve a Budget Amendment for an
additional debt service payment totaling $3,562,134 (Debt service amount needed to pay
the $9,252,864 less the budgeted debt service amount of $5,690,730). Starting on April
2, 2021 and annually thereafter, a levelized debt service amount of $5.4 million would be
paid to the Trustee. Use from Net Revenue totals $3,562,134.

Fund the 2020 FERC Capital Projects: The Authority’s 2020 Power Sales revenue is
projected at approximately $28M, which would be sufficient to cover only Operations and
budgeted debt service, thus, Authority revenue is not available to fund 2020 appropriated
Capital Projects.

Remedy for Consideration: In order to keep on track with the FERC License

Implementation Capital Projects, consider funding the 2020 FERC License Implementation
Projects. The 2020 FERC License Implementation Projects appropriation totals
$3,181,366 less amount funded prior to the 2020 Bond issuance totaling $290,800. Use
from Net Revenue totals $2,890,566.

Fund Two 2020 Capital Projects: The Authority’s 2020 Power Sales revenue is projected
at approximately $28M, which would be sufficient to cover only Operations and budgeted
debt service, thus, Authority revenue is not available to fund 2020 appropriated Capital
Projects.



Remedy for Consideration:

Fund the Interbay Dam Sediment Removal Project - Sediment has filled the small
reservoir at Interbay such that the dam’s low-level outlet intake is buried, and sediment
has started to encroach up to the stream maintenance outlet intake. This project is
necessary to meet operational, FERC and dam safety requirements and the 2020 CIP
Budget appropriated $1.5M.

Fund the Oxbow Powerhouse Generator Excitation System Replacement Project — This
capital project replaces the original and obsolete generator excitation system with a
modern industry standard system. This system controls generator voltage output and is
necessary to maintain reliability of the unit. 2020 CIP Budget appropriated $950K,
however, early in the year, this capital project has been partially funded by transferring
available funds from other projects, the net funding needed totals $622,685. The
amounts previously transferred will be replenished with this funding.

Summary funding for Two Needed 2020 Capital Projects with the Use from Net Revenue
totals $2,122,685.

Summary of Net Revenue, Staff Identified Resource Needs and Proposed Distribution:

Net Revenue as of December 31, 2019 $20,854,199
Staff Identified Resource Needs:
Prefund Debt Service (3,562,134)
Fund 2020 FERC Capital Projects (2,890,566)
Fund Two Needed 2020 Capital Projects (2,122,685)
Net Revenue for Distribution $12,278,814

FISCAL IMPACT:

Appropriate an additional $3,562,134 for debt service and fund the Staff identified resource
needs totaling $8,575,385, noted above. Distribute $12,278,814 in equal shares to the County
and Agency (56,139,407 each).
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G.6

MIDDLE FORK PROJECT

M EMOW RANUDUM

TO: Board of Directors

FROM: Joseph Parker, CPA Treasurer

DATE: July 7, 2020

RE: Revised General Financial Policies
RECOMMENDATION:
Adopt Resolution 20 - __ approving a revised General Financial Policies.
DISCUSSION:

The Middle Fork Project Finance Authority General Financial Policies was initially Board adopted
on April 25, 2013, revised on October 17, 2013 and more recently at the April 2020 Board Meeting
At the Authority’s April 16, 2020 Board meeting, the General Financial Policies were considered
and approved for certain changes relating to the 2020 Bond issuance and certain other clarifying

revisions.

At that time, Staff recognized other revisions were warranted as the policy had not been revised
since 2013, yet there was not sufficient time to provide the extensive revisions to the Board at
the April 2020 meeting. Thus, the April 2020 transmittal memo stated that “over the coming
months the County and Agency Staff will review this policy and practices to see if there are any

needed revisions.”

Since April, Agency and County Staff have performed a thorough review and determined there
are a number of proposed revisions which are summarized as follows:

III

e Updating terminology such as changing “additions and betterments” to “capital” and
“Budget Revisions” to “Budget Amendment”

e Added language for clarification such as adding “appropriation” where appropriate

e Revised the Budget Amendment section (3.2.4) and included authorizing the Treasurer to

make administrative adjustments (3.2.5)
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Updating the “Mid-Year Review Budget” to “Mid-Year Budget Review” (3.3.2 (4))
Detailing Working Cash (3.5.1)

Stating that the Agency shall manage the capital projects as they are the lead on
implementation (4.1)

Stating that certain expenditures that are of an operational nature, such as sediment
removal, may be included in the capital budget (4.1)

Reorganizing the capital project categories based on current practice (4.2.3)

Clarifying that half of the Operating Reserve is restricted by the 2020 Bond covenants for
only operation and maintenance spending (5.2.1(1))

Amending all reserve categories funding source to state the contributions will be made at
year-end or prior to distributions (5.2.1(2))

Revising the Capital Reserve from a sinking fund to provide for unforeseen and unplanned
capital needs (5.2.2)

Clarifying that the reserves should be filled to the full funding target amount (5.3.1)
Revising that Net Revenues should include energy products and interest income as
revenue in the calculation (6.1.2)

Modifying the Periodic Distributions section from potentially two times a year to just once
late in the year (November) (6.2)

Adding Bond Counsel to the legal component of the debt management section (9.6.2)

Attached for your reference is a redline (tracked changes) draft version so you can view all the

proposed revisions.
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RESOLUTION NO. 20-____ OF THE BOARD OF DIRECTORS
OF THE MIDDLE FORK PROJECT FINANCE AUTHORITY APPROVING
A REVISED GENERAL FINANCIAL POLICIES
FOR THE MIDDLE FORK PROJECT FINANCE AUTHORITY

WHEREAS, Placer County Water Agency (“Agency”) is the owner of the Middle Fork American
River Project (“MFP”) which produces hydroelectric power; and

WHEREAS, the County of Placer (“County”) is a financial partner in the energy sale output of
the Project; and

WHEREAS, the County and the Agency formed the Middle Fork Project Finance Authority
(“Finance Authority”), a joint powers authority, in part to manage the financial relationship between
the two parties; and

WHEREAS, as a joint powers authority, the Finance Authority is accountable to both the County
and the Agency, as the parties to the Joint Exercise of Powers Agreement and to the public for the
use of public funds; and

WHEREAS, the Finance Authority initially adopted General Financial Policies on April 25,2013,
which were revised on October 17, 2013 to provide a framework to guide the Finance Authority’s
decision making with respect to financial activities and planning; and

WHEREAS, the Finance Authority’s General Financial Policies were last revised in April 2020 for
certain matters attributable to the March 2020 debt refinancing; and

WHEREAS, the Finance Authority’s General Financial Policies require additional revisions to
streamline processes and align the policy with current practice; and

WHEREAS, this Board desires to incorporate the revisions displayed on the attached General
Financial Policies for the Finance Authority’s use in decision making with respect to financial
activities and planning.

NOW THEREFORE, BE IT RESOLVED, by the Board of Directors of the Middle Fork Project

Finance Authority that
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1. The revised General Financial Policies for the Middle Fork Project Finance Authority
attached and made a part of this Resolution, is hereby approved; and

2. The Finance Authority directs the Treasure of the Finance Authority to implement the
General Financial Policies and continue to recommend policy updates as needed.

The foregoing resolution was duly passed at a regular meeting of the Board of Directors of the

Middle Fork Project Finance Authority held on July 16, 2020 by the following vote on roll call:

AYES DIRECTORS:

NOES DIRECTORS:

ABSENT DIRECTORS:

Signed and approved by me after its passage this 16 day of July 2020.

Chair, Board of Directors
MIDDLE FORK PROJECT FINANCE AUTHORITY

ATTEST:

Secretary

MIDDLE FORK PROJECT FINANCE AUTHORITY



MIDDLE FORK PROJECT

FINANCE AUTHORITY ~—

General Financial Policies

Initially Adopted: April 25,2013
Prior Revised and Approved on April 16, 2020

Draft Version: July 9, 2020
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Middle Fork Project Finance Authority

General Financial Policies

1.0 PURPOSE

These General Financial Policies provide a framework to guide the Middle Fork Project Finance
Authority's (MFPFA or Authority) decision-making with respect to financial activities and financial
planning. This Policy addresses budget, capital planning, reserves, net revenue distribution and
other related financial policies for the Authority.

The Authority was created by the Joint Exercise of Powers Agreement for the Middle Fork Project
Finance Authority (JPA) between Placer County (County) and Placer County Water Agency
(Agency), dated January 10, 2006.

2.0 GENERAL POLICIES

2.1 The Authority will manage its financial assets in a sound and prudent manner,
according to Policies adopted by the Authority Board of Directors.

2.2 The Authority will maintain sound financial practices in accordance with generally
accepted accounting principles, legal documents (JPA and debt agreements) State
and Federal laws and regulations. Should there be a conflict, these authoritative
sources will be followed.

3.0 BUDGET POLICY:
3.1 Authority to Produce Budgets

3.1.1 Article 6 of the JPA sets forth a number of requirements related to
budgeting and expenses.

3.2 General Conditions

3.2.1 The Middle—Fork—Project—Finance—Authority shall appropriate sufficient

funds to provide for the efficient operation of the Middle Fork Project
(MFP) through the adoption of an Annual Budget.

3.2.2 The Annual Budget shall incorporate appropriations of planned expenses

for the basic operation and maintenance of the MFP (Operational Budget),
additiens-and-bettermentcapital projects (Capital Budget), designation to
and from reserves, and debt service. The Annual Budget shall also

66



Middle Fork Project Finance Authority

General Financial Policies

67

incorporate Board authorized Budget Amendments throughout the year.

3:243.2.3 Budgetary Control: The Authority’s budgetary control for the
Operational Budget will be maintained at the total ef+the-Operational
Budget for each budget year. The Capital Budget will be maintained at
beth-the 5-yeartetal-amount authorized for each project and the total
appropriated Capital Budget amount for each budget year.

3.24

3.2.5

A Budget Amendment issRevisions required to increasemedify or decrease
the Annual Budget. —that-All Budget Amendments requiringe an increase

or decrease to the annual Operational Budget, or to the total appropriated

Capital Budget: erfersoProioct Bodootlc nuhorizee Evoar buceot apnount
shall be authorized by the Authority Board prior to funding or incurring the

increased expenditure amount, unless the increase is due to emergency

The Authority Treasurer is authorized to approve the following types of

administrative adjustments to the Annual Budget. The Authority Board

shall be notified of any such administrative adjustments at its next regular

scheduled Board meeting.

(1) Transfers between operating categories, which do not increase the

approved Annual Budget.

(2) Transfers between capital projects, based on capital project re-

prioritizations needs, which do not increase the approved Annual
Budget.

3253.2.6 Based on urgent funding needs, the Authority Treasurer may

request authorization from the Executive Director of the Authority or
designee, with advanced written notice and concurrence of te—the

Authority Secretary or designee, to utilize reserves to increase thea
CapitalPreject Budget beyond the anrualappropriated amount (as defined
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in Section 4.3.1). -if suchincrease does not exceed the total appropriated

authorized 5-year-budgetameunt: The Authority Board shall be notified of

any such reserve use, and CapitalPrejeet Budget increase at its next

regularly scheduled Board meeting.

3263.2.7 Once the Authority Board approves the Annual Budget, funds shall
be appropriated and encumbered for the budgeted purposes and the
expenditure of those funds shall be deemed authorized.

3273.2.8 Failure to approve the Aannual Bbudget:
(1) Authority: Section 6.04 (c) of the JPA provides:

If the Authority fails to approve the Annual Budget by
November 30 each year the matter shall be referred for
dispute resolution as provided in Section 2.09.

While the dispute is pending resolution the Authority shall
continue to fully appropriate and encumber funds for the
basic operation and maintenance of the MFP, debt service,
and to ensure the completion of any authorized consulting
or construction contracts that will extend beyond the end of
the current fiscal year as submitted as if the budget had
been approved. However, if there is any dispute concerning
any amount in the Annual Budget for additions and
betterments, the amount in dispute shall be sequestered
and shall not be distributed to the parties until the dispute
has been resolved.

3-2:83.2.9 Reporting: The Authority Treasurer shall submit quarterly budget
reports to the Authority Board.

(1) The report will include the Aannual Bbudget and actual amounts to
date for revenue and expendituresase, and a summary of variances
with explanations.
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3.3 Budget Timeline

2)

The report will include a statement of the reserve accounts

including beginning balances, targets, activity and current
balances.

3.3.1 General: The Firanee-Authority’s fiscal year is the calendar year (January 1
- December 31). The regularly scheduled meetings of the Finanee-Authority
Board of Directors are scheduled on the third Thursdays of January, April,

3.3.2

July and October, which may be revised by Board Resolution.

Annual Budget Timeline

(1

2)

3)

(4)

Draft Budget: On or before August 1% the Agency will prepare a
draft Annual Budget for the ensuing year and in consultation with
the County, will work together to develop the Proposed Annual
Budget to submit to the Authority Board-annualhy on or before its
regular October meeting.

Capital Plan: The Agency will develop a proposed capital project
list with related costs and project expenditure schedule for
inclusion with the draft Annual Budget.

Annual Budget Approval: Included with the Authority Board’s
October agenda, the Agency shall submit the Proposed Annual
Budget as developed above to the-Firanee Authority for approval
at the October meeting preceding the fiscal year for which the
budget is to take effect.

Mid-Year Budget Review-Budget: The Agency will prepare a budget
update after the final snow survey and by June 21° of the current
fiscal year. The Mid-Year Budget rReview budgetupdate-shall give
consideration to an—updated—estimated —efthe-revenues and
expenditures using actual hydrologic conditions, —and—current

energy market conditions; and year-to-date expendituresses. If

warranted, Bbudget Aamendmentsrevisiens willmay be submitted
to the Authority Board of Directors in July.
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%) Final Year-end Budget Report: Year-end budget and actual
amounts along with carryover amounts, if any, will be provided to
the Authority Board of Directors the followingir April_after the

year-end close.

3.4 Annual Budget
3.4.1 Revenue

(1) Revenue will be forecast for the current budget year and each of
the following four years thereafter.

(2) Revenue in the Proposed Annual Budget: MFP revenue is subject
to significant volatility due to variations in hydrology, energy
markets and other factors, therefore energy sales revenues shall be
based on 80% of the average historical generation.

3.4.2 Expendituresses

(1) Expenditures ses-will be proposed for appropriation in the current

budget year and forecast for each of the following four years
thereafter.

2) Expenditure—Appropriation of expenditures ef—funds—will be
consistent with the priorities in the JPA—Agreement, debt
agreements, and any other obligations that the Board authorizes
that affect the appropriation of expenditures.

2)(3) The Authority Treasurer is authorized to expend and/or transfer
funds from revenue received by the Authority eensistent—with
based on the —authorized—Annual Annual Budget and Budget
Amendmentsexpenditures as needed for MFP__operations,

maintenance, capital -apprepriation-and other-edrrent obligations.

3.5 Working Cash
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3523.5.1 Working Cash: Cash or cash equivalents held by the Authority that
is unrestricted and available to fund appropriations and pay expenditures,
shall be maintained in an amount sufficient to accommodate normal
fluctuations in cash flow associated with MFP operations and other cash

flow needs, which will approximate 25% of the operating budget.

4.0 CAPITAL PLAN POLICY

4.1

4.2

71

General

The MFP has infrastructure assets that require upgrades and replacement of
equipment and facilities. These capital projects typically require multi-year phases
of planning, design and construction until completed. In the Aannual Bbudgeting
process, capital upgrades and replacements must be identified, planned, evaluated
and prioritized. Capital projects will be appropriatedfunded from the Authority’s
unrestricted revenue, Capital Reserve and/or additional debt. and/fer—available
uhrestricted-currentrevenue: The appropriationfunding for each capital project shall
be identified in the Capital BudgetPlan and authorized by the Authority Board
through the Aannual Bbudget process and Budget Amendments. The Agency shall
manage the capital projects.Frhe-Authoritywill follow—the-Agency’'s—capitalizatien

Certain expenditures that are operational in nature, such as sediment removal, may

be included in the Capital Budget for management and transparency purposes.

Capital Plan

As part of the annual budgeting process, the Capital Plan, the components of which
are outlined herein, will be updated.

4.2.1 The Capital Plan will be updated annually based on the capital
requirements of the MFP.



Middle Fork Project Finance Authority

General Financial Policies

72

4.2.2 Except under emergency conditions, capital projects costing more than

one million dollars ($1,000,000); censidered—Major—Projects,—must be
introduced and authorized through the Capital Plan.

4.2.3

4.2.4

The Capital Plan will prioritize capital projects into three categories:

(1)

2)

€)

Potential-Authorized Projects: _Capital projects that have been
approved and appropriated for funding by the Authority Board for
planning, design and construction.Prejects—under—consideration;
but-notyetauthorized:

Planned Projects: Capital pProjects planned over the next two —

five years and are included in the 5-year Capital Plan, but are not

PotentialAutherized Projects: Capital pProjects beyond five years

that are under consideration, but not authorized or

appropriated.authorized—for—desigh—and—construction—by—the
Authority Board:

The Agency will provide in the Capital Plan pProject descriptions,
justification, estimated costs, and a proposed eenstruction—and-5-year
expenditure schedule for each proposed project.
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4-44.3 Emergency Expenditures

4434.3.1 Emergency or catastrophic events are those that create an
immediate need for expenditures in order for the MFP to recover and
restore operational capability. Under emergency conditions, expenditures
necessary to restore operational capability will not be required to go
through the annual capital planning process. H-an-emergency-accelerates

By  Project ¢ " | for thi L Canital R
halld o her fundi .
5.0 RESERVE POLICY

5.1 General

The Authority JPA requires the establishment and maintenance of prudent reserves.
Reserves shall be established in the following three categories: Operating, Capital,
and Emergency. As part of the Aannual Bbudget process, a report of reserve account
activity shall be presented to the Authority Board by the Authority Treasurer. The
report shall include a summary of the use of reserves in the prior year and shall
recommend ananualandthe full funding target levels. Reserve account funding
targets and funding allocations will be authorized through the Aannual Bbudget
process, which -and-may be revised by the Authority Board at any time.

5.2 Specific Reserve Accounts
5.2.1 Operating Reserve

(1) Purpose: The Operating Reserve account is to provides readily
available cash to operate the MFP under conditions of significantly
reduced revenue due to hydrology, energy prices and/or prolonged
minrer-outages or unanticipated variations in expenses. The 2020
Bond covenants the Authority to maintain, as a component of the

Operating Reserve, one-half of the Authority’s budget for

Operation and Maintenance costs in that Fiscal Year, which is

restricted for operational spending.

10
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5.2.2

2)

3)

(4)

Full Funding Target: Operating Rreserve target amount is set at a
minimum of one year of operating expenses based on the following
year’s operating budget.

Funding Source: Contributions to the Operating Reserve from

current revenue at vear-end or prior to distributionsshat—be

hitha Ann Budoaot nracao o a¥a

Authorization Needed for Use: The Operating Reserve account
shall be used for the purposes noted above based on
determination of need with the prior approval of the Authority’s
Executive Director and Secretary, or Board. The Authority Board
shall be notified of any use of Operating Reserves.

Capital Reserve

(1)

2)

€)

(4)

Purpose: The Capital Reserve account is intended-+te-to provide

funds for appropriation of unforeseen and unplanned capital needs

Funding Target: The Capital Reserve target shall be recommended

by the Authority Treasurer and approved by the Board. Annual

contributions to the Capital Reserve account will be based on
funding needs of Authorized and Planned Projects as presented in

the 5-year-Capital Plan.

Funding Source: Contributions to the Capital Reserve from current

Authorization Needed for Use: Use of the Capital Reserve account
funds shall be approved by the Authority Board through the
Aannual Bbudgetirg process and throughout the year as budget
amendments for capital projects that are Board approved (except
as referenced in Section 3.2.6).

11
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5.2.3 Emergency Reserve

(1)

2)

©)

(4)

Purpose: The Emergency Reserve account is to provides funding
interim appropriations and immediate funding for fersignificant
unforeseen needs or events.

Full Funding Target: The Agency will prepare a study to determine
thea total amount of emergency funds that would be required for
emergency conditions. This study provides the basis in determining

the Emergency Funding Target, which shall be recommended by

the Authority Treasurer and approved by the Board. —under—a

£unds—that—eaa—mspend—te—the—eme#ge+%yeeﬂd+neﬂ—Thls will define
the targ

gl-veﬂ—rts—eu#em—level—an—annual contribution needed to
accomplish that target level, if necessary. Contributions—to—the
Emergency-Reservefrom—currentrevenueshall-be-included-and
authorizedatyear-end: The Agency will annually assess the level of
Emergency Reserve and the Authority Treasurer will propose
recommended changes as needed during—the—-AnnualBudget
process-for Board approval.

Funding Source: Contributions to the Emergency Reserve from

current revenue at vear-end or prior to distributionsshat—be

Authorization Needed for Use: The Emergency Reserve account
may be used for the purposes noted above based on determination
of need with the prior approval of the Authority’s Executive
Director and Secretary, or Board. The Authority Board shall be
notified of any use of Emergency Reserves.

5.3 Funding of Reserve Accounts

5.3.1 General

12
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It is the Board's intentions that reserves are fully funded or replenished to

their annual target amounts before net revenues are distributed. At year-

end, all reserve accounts shall be funded prior to reportingbefere net

revenue.

Each of the reserve accounts will have identified annual and full funding

targets. When resources are limited, the priority for funding reserves or

restoring reserves to established levels after use shall be as follows:

(1

)

€)

First Priority: Operating Reserves. It is prudent to aggressively
contribute to Operating Reserves until the account reaches its
established full funding target amount. The Operating Reserve shall
be fully funded before any distributions of net revenues.
Additionally, after the use of Operating Reserves, this reserve shall
be restored to target levels prior to any distribution of net revenue
resources.

Second Priority: Emergency Reserve. The Emergency Reserve must

be funded to its full funding target amount the—adopted-Annual
Budgetfundingleveleach—year—before any distribution of net

revenues.

Third Priority: Capital Reserves. The Capital Reserve must be
funded to its fulltarget fundinged target amount-each-year before
any distribution of net revenues.

6.0 NET REVENUE DISTRIBUTION POLICY

76

6.1 General

6.1.1 Revenue distribution by the Authority is governed by the JPA.

6.1.2 Net Revenues is defined as revenue received from the sale of electric

energy, energy products and interest income, less expenses for the basic
operation and maintenance of the MFP—{including—prior—yearexpenses
neurred-but-netpaid), capital project appropriations, amounts designated

13
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General Financial Policies

to and from reserves, debt payments and working cash replenishment and
any other Board designated appropriation.

6.2 Periodic Distributions

6.2.1

Annually, if the net revenue forecast supports distribution of Net Revenues
to the County and Agency, the Authority Board may authorize the

Distributions of up to 1/3 of the Budgeted Net Revenue, based on available
funds, on the last business day of AugustNovember.

6.3 Annual True-Up Distribution

6.3.1

7.0 AUDIT POLICY

7.1 General
7.11

7.1.2

7.1.3

77

On or before the last business day of April following each fiscal year the
Authority Treasurer, at the Board’s direction, will distribute any remaining
previous year’s Net Revenue.

The Audit Policy is to assist the MFPFA Board of Directors and management
in effective discharging of their fiduciary and administrative
responsibilities regarding the required annual financial statement audit.
Should changes occur in Federal, Sstate or local laws regarding the auditing
of public funds creating a conflict, the Federal, state or local regulations
will be followed.

Annually, the Authority Treasurer shall coordinate a year-end-financial
statement audit of the Authority’s financial transactions.

The annual financial statement audit shall be conducted in accordance
with generally accepted auditing standards in the United States and shall
include tests of accounting records and other procedures necessary to
express an opinion.

14
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General Financial Policies

7.1.4 As the Authority’s accounting and recordkeeping are performed by the
Agency and the internal control environment is the same, the Authority
shall use the same independent certified public accounting-audit firm as

the Agency.

7.1.5 The Authority Treasurer shall submit to the Authority Board the audited
financial statements within 180 days after the close of each fiscal year.

8.0 INVESTMENT POLICY

8.1 General
8.1.1 In conformance with California Government Code Sections 53600, et seq,
the Authority Treasurer shall establish and maintain a statement of
investment policy.

8.1.2 Annually, during the first quarter of each year, the Authority Treasurer
shall submit to the Authority Board the statement of investment policy for
authorized use during that year.

8.1.3 All funds held by the Authority are subject to this Investment Policy.

9.0 DEBT MANAGEMENT POLICY
9.1 General

The Authority’s overriding goal in issuing debt is to provide for the needs of the
Middle Fork Project. When the Authority issues debt instruments and makes debt
service payments, it will act with prudence, diligence, and attention to prevailing
economic conditions. The Authority will also seek to minimize borrowing costs by
ensuring proper prioritization of Authority resources and taking advantage of
favorable economic conditions. Timing debt issuance to accommodate market
interest rates and investor sentiment is an important means of minimizing the cost

of debt.—anrd-thefinancial-burden—onthesystem—users: To accomplish this, the

Authority will seek input on market conditions from financial consultants who closely

15
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monitor the financial markets. The Authority will adhere to the following legal
requirements for the issuance of debt:

= The Joint Powers Agreement, which established the powers of the Authority;
= State law, which authorizes the issuance of the debt;

= The Federal and Sstate tax laws, which govern the eligibility of the debt for
tax-exempt status;

= The Federal and Sstate securities law, which govern disclosure, sale and
trading of the debt. All proposed debt financings and re-financings shall be
presented to and approved by the Authority Board. The Authority Treasurer
will provide a preliminary proposal to the Board before final authorization is
sought.

9.2 Financial Disclosure

The Authority Treasurer will meet ongoing disclosure requirements of nationally
established and recognized municipal securities information repositories (NRMSIRs)
and will maintain compliance with disclosure standards promulgated by state and
national regulatory bodies. The Authority may also employ the services of firms that
improve the availability of or supplement the Authority’s NRMSIR filings.

9.3 Type of Debt

The Authority may finance acquisition or construction of projects and capital assets
through the issuance and sale of municipal securities or other means. Authority long-
term borrowing will primarily be for capital improvements or other projects with
long-term benefit. The proceeds of debt obligations will be used for the cost of such
acquisition or construction.

9.4 Investment of Bond Proceeds

The proceeds of the bond sales will be invested until used for the intended project in
order to maximize utilization of the public funds. The investments will be made to
obtain the highest level of safety. The Authority’s investment policies and bond
indentures should be referred to for more details on objectives and criteria for
investment of bond proceeds. All bond proceeds will be invested by the Authority in

16
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9.5

9.6

a manner to avoid, if possible, and minimize any potential negative arbitrage over
the life of the bond issue.

Term of Debt

Debt will be structured for the shortest period possible, consistent with a fair
allocation of costs to current, future beneficiaries or users and the JPA document.
Generally, borrowings by the Authority should be of a duration that does not exceed
the economic life of the improvement that it finances and where feasible should be
shorter than the projected economic life.

Duties of the Authority Treasurer

The Authority Treasurer shall coordinate the administration and issuance of debt and
is responsible for selecting the financing team and for the accuracy of disclosure and
other bond related documents.

9.6.1 In addition to the Authority Treasurer, members of the management team
and financial advisors may serve on the financing team, along with any
other staff member(s). The Authority Treasurer will coordinate the
issuance of all debt, including issuance size, debt structuring, pledging of
repayment sources and method of sale. All borrowing requests or debt
refunding proposals are to be communicated to and coordinated by the
Authority Treasurer.

9.6.2 The Authority Treasurer working with the Authority Counsel and/or Bond
Counsel will manage any legal activities that may arise with respect to
issuance of the debt. Furthermore, after the bonds are issued, the
Authority (acting through the Authority Treasurer) will be ultimately
responsible for the following:

= Supervising, investing and administering the expenditure of bond
proceeds;

= Collecting, or monitoring the collection of, revenues;

=  Applying pledged revenues to pay operating expenses and debt
service;

17
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=  Complying with all undertakings, covenants and agreements;
= Reviewing expenditures of any enterprise funded by the debt;

= Filing of any reports required with various governmental
regulators, a bond insurer or other credit enhancement provider, if
any, and the credit rating agencies;

= Addressing any problem that may arise with respect to the debt,
such as a shortfall in revenues, a tax audit or a regulatory issue;

=  Preparing, reviewing and filing Annual Reports and Listed Event
Notices under SEC Rule 15¢2-12.

9.7 Restructuring of Debt

The Authority may choose to refund outstanding indebtedness when existing bond
covenants or other financial structures impinge on prudent and sound financial
management.

9.8 Arbitrage Compliance

The Authority Treasurer shall establish and maintain a system of record keeping and
reporting to meet the arbitrage rebate compliance requirements of the Federal tax
code. This effort shall include tracking investment earnings on bond proceeds,
calculating rebate payments in compliance with tax law, and remitting any rebatable
earnings to the Federal government in a timely manner in order to preserve the tax-
exempt status of the Authority's outstanding debt issues. Additionally, general
financial reporting and certification requirements embodied in bond covenants shall
be monitored to ensure that all covenants are complied with. The Authority may

delegate these responsibilities, but shall retain the primary responsibility for insuring

the requirements are completed.

10.0-INSURANCE COVERAGE POLICY

10.1 Risk mitigation will balance strategies that blend insurance and reserve funding (self-
insurance) to produce optimal protection of all assets. This balancing will take into

18
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10.2

10.3

10.4

10.5

10.6

account both the potential losses of power revenue, due to unplanned outages or
catastrophic conditions, and variances on projected business operations due to
hydrologic conditions or power market fluctuations. The Agency will identify
appropriate insurance policies and levels of coverage, commensurate with regulatory
requirements and prudent business practices, and will secure insurance for the MFP.
The amount of the insurance will be budgeted in the Operational Budget.

Property insurance provides protection against risks to property, such as fire, theft
or weather damage. This will include boiler and machinery as well as construction
equipment.

General Liability insurance provides protection against risks that may include bodily
injury or property damage caused by direct or indirect actions of the insured.

Business interruption insurance covers the loss of income, and the expenses
incurred, after a covered peril interrupts normal business operations.

The Agency shall be required to provide a certificate of insurance and an additional
insured endorsement for general liability and automobile liability policies, and it shall
name the MFPFA, its directors, employees and volunteers as additional insureds.

For any claims related to the MFP, the Agency’s insurance coverage shall be primary
insurance as respects the MFPFA, its officers, officials, employees, and volunteers.
Any insurance or self-insurance maintained by MFPFA, its officers, officials,
employees, or volunteers shall be excess of the Agency’s insurance and shall not
contribute with it.

11.0 PROCUREMENT POLICY

82

111

The MFPFA grants all purchasing to the Agency. All Authority purchases shall be in
accordance with Placer County Water Agency’s Purehasing-Procurement Policy and
Procedures.
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TO: Middle Fork Project Finance Authority Board of Directors

FROM: Brett Storey, Principal Management Analyst, County of Placer

DATE: July 16, 2020

RE: Middle Fork Project Power Sales Performance Metrics

CC: Executive Director and Secretary of Middle Fork Project Finance Authority

RECOMMENDATION

Information item only, no action required.

BACKGROUND

The Middle Fork Project Finance Authority (“MFPFA”), pursuant to its Energy Marketing
Oversight Policy, adopted on July 20, 2017 (updated October 31, 2018), is required to “develop
power sales performance metrics and reporting guidelines” regarding the sale of Middle Fork
Project (“MFP”) energy and energy-related products.

Policy oversight and delegations of authority by the Middle Fork Project Finance Authority (the
“Authority”) are complemented by policy oversight and strict trading parameters set out by the
Placer County Water Agency (the “Agency”).

In turn, the Agency’s energy marketing staff sells electric energy and energy-related products
under transparent and competitive processes with the primary goal of maximizing MFP
revenue.

DISCUSSION

In developing power sales performance metrics, the Authority and Agency sought to compare
staff performance to objective market measures, while considering (i) the pervasiveness of the
California Independent System Operator (“CAISO”) in California power markets, (ii) that staff
has no control over annual hydrology and the quantity of energy available for sale, (iii) that MFP
energy generation is subject to substantial contractual, regulatory, legislative and license
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constraints, limiting the MFP’s operating flexibility, and (iv) that the CAISO posts objective
prices, reflecting competitive power markets in California.

With these considerations, the Authority and Agency developed power sales metrics that
incorporate CAISO energy market prices.

Where staff marketing activities involve the sale of products into sparsely traded, low-liquidity
markets, staff conducts solicitations involving a minimum of 3 counterparties, promoting
competition and transparency.

An update of the MFPFA Energy Marketing Oversight Policy may be necessary to reflect these
Metrics as Appendix B Power Sales Performance Metrics of that policy.
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INTRODUCTION AND BACKGROUND

The Middle Fork Project Finance Authority (“MFPFA”) oversees the sale of energy and energy-
related products from the Middle Fork Project (“MFP”), and developed an Energy Marketing
Oversight Policy (“EMOP”), which, in concert with MFPFA’s delegation of authority to the Placer
County Water Agency (“Agency”) and the Agency’s Energy Risk Management Policy (“ERMP”),
establishes oversight, guidelines, assessment, and reporting obligations surrounding the
Agency’s energy marketing efforts.

Underlying the MFPFA and Agency energy marketing policies is the primary objective of
maximizing the value of MFP energy products, which must be considered in the context of overall
MFP goals focused on safety, reliability, sustainability, regulatory compliance, and water
management.

The Agency’s energy marketing staff (“Staff”) is responsible for the sale of MFP energy and
energy-related products.

Within the EMOP, the Energy Marketing Oversight Working Group (“EMOWG”) is obligated to
“develop power sales performance metrics and reporting guidelines” regarding the sale of MFP
energy and energy-related products.

At issue for the EMOWG is the development of power sales performance metrics (“PSPM”) that
allow objective measures of outcomes, align Staff actions and behaviors with Policy goals, and
provide tools to Staff and management in assessing the Agency’s energy marketing activities.
Beyond their utility as assessment tools, the EMOWG’s power sales performance metrics must
assess actual outcomes against objective market benchmarks; be pertinent, understandable, and
transparent; and focus on Agency marketing activities where Staff has discretion and control.

FACTORS AND CONSIDERATIONS

The following discussion addresses factors and considerations pertinent to the development of
the EMOWG’s power sales performance metrics.

MFP Asset Characterization

The MFP is a 224 MW, merchant hydro-generation facility consisting of five (5) power houses,
and two (2) large water storage reservoirs. In an average water-year, the MFP generates
approximately 1 million MWhs of electric energy.
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The generating facilities, located in PG&E’s service territory in northern California, is
connected to the California Independent System Operator (“CAISO”), representing the only
physical market for MFP energy and ancillary services.

The MFP competes with merchant hydro, fossil fuel and renewable generators, and with
investor utility-owned and municipal utility-owned generation in CAISO power markets.

Each year, hydrology establishes the quantity of water available to the MFP for conversion to
electric energy. Staff’s objective is to optimally dispatch that energy within a specified
timeframe (e.g. May through September), consistent with the physical, contractual,
regulatory, legislative, license, and environmental constraints and provisions applicable to
the Middle Fork Project.

Unlike a merchant fossil-fuel generator, which only dispatches energy in response to positive
price signals, each year Staff must convert a fixed quantity of water to energy, returning MFP
water storage inventories to pre-designated levels, while also adhering to the operating
constraints and provisions listed above. These requirements can result in sub-optimal
generation dispatch, such as spilling or generating at low prices, and differentiates MFP
operations and energy marketing focus from those of merchant fossil-fuel generators.

Except in wet water years, where MFP energy is dispatched around the clock, Staff has
discretion to shift MFP energy among and between hours, days, weeks and months, and to
participate in CAISO ancillary services markets. That discretion presents opportunities to
Staff to enhance the value of MFP energy products.

Staff can also participate in forward energy markets for contract terms up to 1 year.

The design of the EMOWG’s power sales performance metrics must account for these factors.

MFP Fuel Availability

Each year, hydrology dictates the quantity of water available to the MFP for conversion to
electric energy and related energy products. That is, Staff have no control over the quantity
of MFP energy available in any given year and must market what is available.

MFP Market Access & Potential Price Benchmarks
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MFP energy is physically delivered to the CAISO grid, realizing power prices at the CAISO’s
MFP nodes, reflecting northern California power and natural gas market dynamics. MFP
energy is not physically connected to any other market, other than the CAISO, and the energy
output represents just 0.4% of California’s average energy demand. As such, Staff have no
control over market power prices.

Reflecting this, potential objective benchmark prices that can be used in the EMOWG’s power
sales performance metrics are the: (i) CAISO, day-ahead (DA), hourly MFP nodal power price,
(i) CAISO, real-time (RT), hourly MFP nodal power price, and (iii) PG&E Citygate daily natural



gas price (given that PG&E Citygate natural gas largely represents the marginal generation
fuel, setting northern California power prices).

MFP Energy and Energy-Related Products
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The MFP produces five (5) energy and energy-related products that are marketed by Staff:

1. Electric energy: MFP electric energy is offered to the CAISO DA and RT markets and

paid market liquid marginal prices (LMP) per megawatt-hour.

2. Ancillary Services (“A/S”): CAISO A/S includes regulation, spinning reserves, non-

spinning reserves, and replacement reserves.

Regulation: Generation that is already up and running and synchronized with the
ISO controlled grid so that the megawatts generated can be increased
(incremented) or decreased (decremented) instantly through automatic generation
control (AGC). Regulation is used to maintain real-time balance on the system.

Spinning Reserves: Generation that is already up and running, or “spinning,” offering
additional capacity that is capable of ramping over a specified range within 10
minutes and running for at least two hours.

Non-spinning Reserves: Generation that is available but not running, that is capable
of being synchronized and ramping to a specified level within 10 minutes, and
capable of running for at least two hours.

Replacement Reserves: Generation capable of starting up, if not already operating,
synchronizing with the ISO controlled grid and ramping to a specified load within
one hour, and running for at least two hours.

Reflecting MFP capacity and operating characteristics, the only A/S market that the
MPFP participates in is the CAISO’s spinning reserve market. Participation in the CAISO’s
spinning reserve market precludes participation in the energy DA and RT energy
markets in hours for which spinning reserve has been sold. As such, Staff only
participates in CAISO A/S markets when spinning reserves are more valuable than
energy, or when the MFP is not expected to generate.

. Resource Adequacy (“RA”): RA is linked to MFP generating capacity, which for 2020 is

designated by the state of California as 228.8 MW.

. Renewable Energy Credits (“RECs”): Applicable to California qualified renewable

generation resources, which, in the case of hydro, involve assets with generating
capacities below 30 MWs, RECs are associated with electric energy produced from
qualified facilities.

For the MFP, RECs are generated with energy produced from French Meadows (16
MW), Hell Hole (0.6 MW), and Oxbow (6 MW).



5. California Carbon-Free Energy Credits (“CCFECs”): Applicable to carbon-free energy
produced in California. All hydro-electric energy generated by the MFP is eligible.

Forward Marketing

Staff is authorized to participate in forward electric energy markets for contract terms up to
1 year. The Agency’s ERM policy sets out approved energy market products and transaction
limits.

Market Liquidity

In liguid markets, products can be bought or sold in large quantities without materially
impacting price. As well, the bid-ask spread around the true market price will be narrow,
limiting the risk of buying well above the true market price or selling well below the true
market price. For MFP products, the CAISO markets for electric energy and A/S are liquid,
while California markets for RA, RECs, and CCFECs are not.

Noting that MFPFA and Agency energy marketing policies require Staff to engage in
transparent and competitive solicitation processes, involving numerous counter-parties, Staff
is able to participate in the CAISO’s liquid energy and A/S markets, but must engage in
solicitation processes, involving numerous counter-parties, for the marketing of RA, RECs,
and CCFECs.

Forward power markets, out one year or less, are liquid. However, to be consistent with
EMOP and ERM policies, Staff should obtain bids from at least two large, sophisticated
counterparties before transacting.

Benchmarking
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Within the EMOWG'’s power sales performance metrics, comparing or benchmarking actual
outcomes to objective, transparent market indicators supports an assessment of MFP energy
marketing activities. There are three potential approaches the EMOWG can take in
developing power sales performance metrics:

1. Compare or benchmark realized MFP energy revenue against idealized revenue from
an optimal MFP dispatch that reflects a market price benchmark and a “passive”
energy schedule:

Market Price Benchmark

Given that: (a) the MFP energy is physically tied to the CAISO, (b) the MFP participates
in northern California markets, where natural gas at PG&E Citygate is the marginal
generation fuel for much of the time, (c) CAISO energy markets are liquid, and (d) the
CAISO posts hourly MFP nodal prices, the EMOWG can adopt CAISO day-ahead hourly
prices, CAISO real-time hourly prices, and/or PG&E Citygate natural gas prices into its
power sales performance metric.
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Given the higher liquidity and lower price volatility of the CAISO day-ahead market
relative to the CAISO’s real-time market, it is recommended that the EMOWG adopt
CAISO day-ahead, hourly prices as the power price benchmark in the its power sales
performance metric.

While PG&E Citygate natural gas largely represents the marginal generation fuel,
setting CAISO power prices in northern California, infrastructure impairments and
growing renewable generation have, at times, disrupted that relationship such that
the price of power in northern California is, at times, set by renewables or southern
California Citygate natural gas prices. Given this inconsistency, the use of PG&E
Citygate natural gas prices as a benchmarking tool within the EMOWG's power sales
performance metric is not recommended.

“Passive” Benchmark Schedule

For energy sales, Staff has some discretion shifting energy from one period to another
to maximize value. With that in mind, benchmarking MFP energy sales is not only a
comparison of realized prices to market prices, but a comparison of Staff’s proactive
energy scheduling to a “passive” schedule.

Given the MFP’s history, where for the first 50 years of operation, PG&E scheduled
and purchased all MFP outputs, PG&E’s scheduling approach can be considered
“passive” and the basis for benchmarking Staff’s impact.

Historically, when PG&E scheduled energy from the MFP it did so (i) in weekly blocks,
(ii) with identical daily schedules, and (iii) into day ahead markets, ordered first into
peak demand periods and then into off-peak periods.

EMOWG Power Sales Performance Metric

The EMOWG can compare MFP realized revenues to a benchmark that incorporates
(i) CAISO day-ahead, hourly, MFP nodal prices, and (ii) a PG&E-like “passive” energy
schedule.

Benchmarking against a backward-looking, optimal dispatch model:

At the end of each year, using actual MFP dispatch quantities and posted MFP nodal
CAISO day-ahead, real-time, and FMM prices, an optimal MFP dispatch can be
developed, reflecting perfect knowledge, generating a theoretical maximum MFP
energy sales revenue.

Among energy traders, capturing 2/3rds of the theoretical maximum value is the goal,
reflecting the realities of real-time uncertainties, trading liquidity issues, and the short
timeframes in which to react. That is, if Staff were able to capture 2/3rds of the
optimal MFP dispatch revenue for a given water year, they would be exceeding
expectations.



However, the resources and effort required to determine an optimal dispatch are
extremely high, and the evaluation is not available in a timely manner. Given these
factors, the use of a backward-looking performance metric is not recommended.

3. Compare realized revenue to budgeted revenue:

Budgeted revenue reflects the product of estimated energy availability and a
presumed market power price, both of which are outside the control of Staff. As well,
the MFPFA and Agency purposefully take a conservative budgeting approaching,
discounting annual revenues by as much as 20%.

As such, a power sales performance metric using budgeted revenues as a benchmark
inherently over-states Staff performance (given a conservative budgeting approach),
presumes hydrology that may vary dramatically from actual, does not account for
changing weather impacts, and does not account for unplanned outages that may
affect flows and/or market prices.

That is, a power sales performance metric using budgeted revenue as a benchmark
will not (i) adequately characterize or capture Staff’s efforts in maximizing revenue,
and (ii) provide a useful metric upon which power sales performance can be assessed.

That notwithstanding, it is still worthwhile comparing actual outcomes to the budget,
but only as a basis for assessing the budgeting process.

Of these 3 approaches, the first approach is recommended, given that it (a) measures Staff
activities where Staff has discretion, and (b) is objective, transparent and timely.

Staff’s Current Benchmarking Approach
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Given the lack of a liquid market and objective market prices, Staff does not benchmark the
marketing of RA, RECs, or CCFECs. Instead, those products are sold in transparent,
competitive solicitations, with realized values flowing through to the Project.

Staff does, however, benchmark its energy sales activities each month. Benchmark revenue
for the MFP in a given month is determined as the product of (a) a benchmark price,
determined as the average of the highest hourly prices in a month, and (b) the quantity of
MFP energy sold.

In determining the monthly benchmark market price, Staff divides total MFP generation in a
month (in MWhs) by MFP capacity (in MWs) and the number of days in the month to
determine the MFP’s average run-hours per day. If the number of run-hours is, for example,
twenty (20), Staff calculates an average price for each hour in the month, orders those prices
from highest to lowest, and then averages the highest twenty (20) prices to determine the
monthly benchmark market price. In doing so, Staff assumes a “passive” scheduler is
generating in the highest priced hours, defined in day-ahead markets.



Benchmark revenue is then compared to actual revenue, including revenue realized from
selling spinning reserves A/S, developing the performance metric, “Market Value Added”.

Using this approach and between May 2013 and December 2019, Staff’s aggregate Market
Value Added is $15 million.

PROPOSED POWER SALES PERFORMANCE METRICS

Energy Sales
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A power sales performance metric, comparing realized revenue to the product of CAISO DA
prices and a passive scheduling protocol, allows a ready assessment of the value added by
Staff and aligns Staff with MFPFA and Agency policy goals.

Fortuitously, Staff’s existing power sales performance metric, summarized in their monthly
Market Summaries, already achieves these goals and represents an approach the EMOWG
could adopt.

In developing its power sales performance metric, the EMOWG should adopt price and
scheduling benchmarks against which actual outcomes can be compared.

Regarding the price benchmark:

(i) The MFP energy system is physically connected to the CAISO,

(i) CAISO DA, hourly, prices are liquid, transparent, and objective,

(iii) CAISO RT, hourly prices are less liquid than day-ahead prices and subject to
substantially higher price volatility, and

(iv) PG&E Citygate natural gas prices have, at times, disconnected from northern
California power prices, reflecting infrastructure issues.

Given these factors, it is recommended that the EMOWG adopt CAISO day-ahead, hourly MFP
nodal prices as their price benchmark in its power sales performance metric.

As to a passive scheduling benchmark, PG&E’s historical approach, involving week-ahead,
scheduled blocks of power into CAISO day-ahead markets, was the MFP’s default approach
when PG&E controlled and dispatched the asset, and represents a passive scheduling
benchmark.

That passive schedule assumes:

(i) All MFP power is scheduled into CAISO’s DA markets,
(ii) There is no participation in RT or fifteen-minute markets, and
(iii) All MFP energy is scheduled into the highest priced, DA hours each month.

It is recommended that the EMOWG adopt a passive scheduling benchmark that mirrors
PG&E’s behaviors when it dispatched the MFP. That benchmark would schedule all MFP
energy into CAISO DA markets, during the highest priced hours.



It is important to note that the recommended approach does not capture value realized by
Staff when they shift energy from one month to another. It also sets a high standard for Staff
in that the benchmark price is focused into the highest priced DA hours.

RA, RECs & CCFECs

The markets for RA, RECs, and CCFECs are illiquid, with limited opportunity for price
discovery. As such, the value of these products is best determined through broad market
solicitations, among numerous counterparties, consistent with EMOP and ERM policy.

Given the lack of market liquidity, no performance metric is recommended for assessing
these products. However, a year-by-year comparison of current and historical revenues
would be useful in assessing the marketing of these products. That historical comparison
should include a discussion of factors affecting the value of each product each year.

Ancillary Services (“A/S”)
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Given its operating characteristics, the MFP only participates in the CAISO’s spinning reserve
A/S market. However, within the CAISO, the sale of spinning reserves in a given hour
precludes the sale of energy in that hour. As such, the sale of A/S is inextricably linked to
energy sales. Therefore, any realized A/S revenue should be added to actual MFP energy
sales revenue, prior to making a benchmark comparison.
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TO: Middle Fork Project Finance Authority Board of Directors
FROM: Brett Storey, Principal Management Analyst, County of Placer
DATE: July 16, 2020

RE: French Meadows Forest Restoration Project 2020 Operations

CC: Executive Director and Secretary of Middle Fork Project Finance Authority

RECOMMENDATION

Information item only, no action required.

BACKGROUND

Staff has been moving forward to implement the French Meadows Forest Restoration Project.
Much of this 22,000-acre area is part of the Middle Fork Project. The Project has a projected
four years of on-the-ground forest treatments managed by Placer County and several years of
prescribed fire managed by the Tahoe National Forest (TNF).

The Project was developed by a diverse partnership, including the U.S. Forest Service, Placer
County, Placer County Water Agency, The Nature Conservancy, the Sierra Nevada Conservancy,
and the Sierra Nevada Research Institute at UC Merced. Current funding, including partner
funding, grant agreements and timber/biomass revenue agreements for the first four years of
operations has been obtained. The MFPFA budget has an approved $1,000,000 towards the
completion of this project.

DISCUSSION

Placer County staff as hired and is monitoring local companies to implement the Project, under
the supervisor of the Tahoe national Forest during 2020. Over 2,000 acres of forest are under
contract (with 12 miles of road improvement as well). Specific operational details will be
shared.
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