MIDDLE FORK PROJECT

AGENDA

MIDDLE FORK PROJECT
FINANCE AUTHORITY

Thursday, October 8, 2020
8:30 a.m., Regular Meeting

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

October 8, 2020, 8:30 a.m., PCWA Business Center and then depart for
Middle Fork American River Project;
reconvene approximately at 1:45 p.m. at Hell Hole Dormitory, 20900 Soda Springs Road,
Foresthill

Members of the Board of Directors:

PLACER COUNTY WATER AGENCY COUNTY OF PLACER
Primo Santini, District 2, Vice-Chair Jim Holmes, District 3, Chair
Mike Lee, District 3 Robert Weygandt, District 2
A. Call to Order; 8:30 a.m. at Placer County Water Agency
1. Rollcall

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

C. Agenda Review and Changes

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

approved by one motion.
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1. Consider approving July 16, 2020, minutes.

2. Receive and file Check Register 20-04 expenses disbursed.

3. Receive and file Treasurer’s Investment Reports for months ended July 31 and August
31, 2020.

General Items:

1. Consider approving contract with Davis Farr LLP to provide financial statement
auditing services for the year ending December 31, 2020.

2. Receive Report on 2020 Budget and Actual Schedules for the period ended
September 15, 2020.

3. Consider approving the proposed 2021 Middle Fork Project Finance Authority
Budget.
4, Receive report on Middle Fork American River Hydroelectric Project Strategic

Business Plan.

Recess to Begin Middle Fork American River Project Tour — Itinerary Attached

At approximately 9:15 a.m., begin driving tour to Middle Fork American River Project
facilities.

Reconvene and Call to Order

Reconvene at approximately 1:45 p.m. at Hell Hole Dormitory for Board workshop to discuss
strategic planning initiatives for the next year.

This is a workshop session. The Chair may not entertain any motions and the Board may not
take any actions. The Board may, however, provide informal direction to staff and request
that issues be brought back for action at a future Board meeting.

Tour of Proposed Hell Hole Workstation Site

At approximately 4:00 p.m., begin walk to tour proposed Hell Hole workstation site.

Adjournment
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THE NEXT RESOLUTION NUMBER IS 20-08.

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 11]

Consistent with various state and local directives in response to the COVID-19 pandemic, the MFP Finance Authority
provides for social distancing at its Board meetings. If you still have concerns about attending the meeting in person,
due to COVID-19, the MFP Finance Authority can provide you with call-in information which will allow you to participate
in the Board meeting via teleconference. Please not that, should you participate via teleconference, you will be unable
to view any presentations made at the Board meeting. To the extent a portion of a Board meeting is reconvened at an
off-site location, teleconferencing may not be available.

In accordance with Government Code Sec. 54954.2(a) this notice and agenda were posted in the Placer County Water
Agency’s outdoor bulletin board at the Agency’s Business Center at 144 Ferguson Road, Auburn, California, on or before
October 2, 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 Placer County Water Agency’s office located at 144 Ferguson Road, Auburn, California, during normal business
hours.

Tentative Schedule of Upcoming Middle Fork Project Finance Authority Board Meetings

e Thursday, January 21, 2021, 10:00 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

MINUTES

MIDDLE FORK PROJECT
FINANCE AUTHORITY

Thursday, July 16, 2020
10:00 a.m., Regular Meeting

Board Members Present: Chairman Jim Holmes, Vice-Chair Primo Santini, Cindy Gustafson, and
Mike Lee

Board Members Absent: None

PCWA Personnel Present: 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; Tony Firenzi, Director of Strategic Affairs; Dan Kelly, Staff Counsel; Jay L’Estrange,
Director of Power Generation; Shane Motley, Energy Marketing Manager; Carrie Parks, Deputy
Director of Financial Services; Darin Reintjes, Director of Resource Management; Katie Swanberg,
Energy Marketing Manager; Lori Young, Clerk; Vibeke Figueroa, Deputy Clerk

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

Secretary; Dave Defanti, Deputy County Executive Officer; Beverly Roberts, District 3 Director for
Supervisor Jim Holmes; Brett Storey, Senior Management Analyst

A. Call to Order

Chairman Holmes called the regular meeting of the Middle Fork Project Finance Authority (MFPFA)
Board of Directors to order at 10:01 a.m. in the American River Room, Placer County Water Agency
Business Center, 144 Ferguson Road, Auburn, California.

1. Rollcall
The Clerk conducted roll call.
2. Pledge of Allegiance

Led by Chair Holmes.
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B. Public Comment:

Member of the public, Frank Nann, stated his appreciation for the ability to participate in the
previous meeting held via teleconference and for the meeting having been recorded. He
summarized his experience regarding the public records requests he submitted for the recording of
the MFPFA Board meeting. He provided comments on the retention policy of Board meeting
recordings and he inquired about the location of the policy. He made three requests of the Board:
1) direct staff to change the policy and adhere to the County’s policy of retaining recordings in
perpetuity, 2) place the MFPFA agenda on both the PCWA and County of Placer websites, and 3)
direct staff to look at the feasibility of recording these meetings in the future.

Chair Holmes stated Mr. Nann’s comments are being recorded.
Mr. Nann inquired whether today’s meeting is being recorded.
The Clerk confirmed today’s meeting is being recorded.

C. Agenda Review and Changes

There were none.
D. Closed Session

With all members present, as heretofore designated, the meeting adjourned to closed session at
10:10 a.m. to consider the following:

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.

E. Report from Closed Session

The Board returned from closed session at 10:32 a.m. It was noted there was no action taken.

F. Consent Calendar:
1. Consider approving April 16, 2020, minutes.
2. Receive and file Check Register 20-03 expenses disbursed.
3. Receive and file Treasurer’s Investment Reports for months ended April 30, May 31,

and June 30, 2020.

Motion by Director Santini approving Consent Calendar items 1, 2, and 3; motion seconded by
Director Gustafson and adopted by unanimous vote of Directors present.

G. General Items
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1. Receive report on Middle Fork Project (MFP) FERC License Implementation and
budget outlook.

Dan Kelly provided a review of legal issues surrounding the licensing and the timeline for challenges.
As a result of the 2019 Hoopa v. FERC decision that provided clarification on 401 Water Quality
Certifications (401), PCWA filed a Request for Declaratory Order to find waiver of the State’s 401
authority, and in April of 2019 FERC issued the Order declaring the State Water Resources Control
Board (SWRCB) had waived its authority to issue a 401. The SWRCB and a few non-governmental
organizations (NGOs) requested rehearing but in October 2019 FERC issued an order affirming its
prior order finding waiver and dismissed the request. FERC issued the Agency’s license on June 8,
2020.

The SWRCB had attempted to issue an untimely 401 Water Quality Certification, and FERC took the
untimely 401 and considered those recommendations when considering what was going to be
contained in the license. There were some substantive provisions and some administrative
provisions and FERC essentially excluded all of the administrative provisions that could have been
attached to the license. The June 8 issuance of the license triggered a 30-day timeframe within
which to request a rehearing of the license and neither the State nor any of the NGOs filed a request
for rehearing.

Darin Reintjes provided a brief history on the Agency’s relicensing efforts. PCWA and the County
started looking at the need for a new license approximately 15 years ago. In 2005 the Agency began
implementation of moderated consultations with stakeholders in preparation of filing for the license
and Notice of Intent. In 2007 the Agency submitted the pre-application document and Notice of
Intent which started the relicensing process. This initiated approximately four years of
implementation reporting of the study plan for the relicensing. PCWA filed the application with
FERC for the new license on February 23, 2011, FERC accepted the application on June 7, 2011, and
FERC released the order issuing a license on June 8, 2020.

Ben Ransom provided an overview of the implementation of the license and the budget outlook.
The issuance of the Agency’s 40-year operating license on June 8 kicked off numerous deadlines for
implementation of various items. The license contained requirements substantially similar to those
that PCWA and the County negotiated with project stakeholders. He reviewed the MFP One Year
Compliance Summary that lists the compliance activities and associated deadlines.

He reviewed a 10-year outlook of three budgeting categories for the FERC license implementation
(handout provided).

- FERC Infrastructure projects, required to be completed within five years of license
issuance, at a cost of approximately $21 million

- Recreation rehabilitation projects, required to be completed within 14 years of license
issuance, at a cost of approximately $50 million
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- License Implementation/Operation, ongoing costs of implementation throughout the
duration of the new license, approximately $2 million/year for the first five years and $1
to $2 million/year thereafter

Accounting for inflation, the total anticipated license implementation costs for the first 5, 10, and
15 years is approximately $52, $81, and $97 million dollars, respectively. More than 60% of the
capital improvement costs associated with infrastructure and recreation facilities are budgeted
within the first five years of the license issuance, and 90% of those costs are within the first ten years
of license issuance.

2. Receive Middle Fork Project energy marketing and hydrology report.

Ryan Cline reported on drivers affecting 2020 MFP revenue. He played a short video produced by
Energy Marketing Manager Shane Motley that explained how the polar vortex affected the jet
stream in February 2020 resulting in the driest February on record for the MFP. He explained that
energy prices in northern California have been lower than the previous five years, mainly due to
natural gas prices being low, and demand destruction caused by the pandemic. He concluded his
report with a mid-year revenue guidance for 2020 estimated to be 20% to 25% below this year’s
budget forecast.

3. Receive report on the Hell Hole Dam Core Raise Project.

Jay L’Estrange provided the background of the project. Approximately 60% of the project was
completed last year and the remaining 40% will be completed this year. The contractor (Kiewit
Infrastructure West) started mobilization on May 26 and excavation started June 4. Kiewit
excavated down to the existing core and fine filter, and following FERC’s approval, performed
concrete work to fill in and smooth out any holes in the rock on the foundation of the granite of the
right abutment. That work was completed and approved by FERC. Once FERC approves where we
are right now, Kiewit will start backfilling and going up. Kiewit anticipates topping off the fine filter
by July 21. FERC has already approved us to continue moving on and we anticipate topping off the
new core and the remainder of the fine filter by August 18. The top of the dam should be completed
by September 11. Kiewit anticipates completing the punch list items by September 18 and
demobilizing by October 2. The project is going well in its second year.

4, Receive 2020 mid-year budget financial report.

Joseph Parker gave a briefing on 2020 Mid-Year Budget Financial Report. Power Sales revenue is at
53% of the budget. Expenditure for Administration is a little over budget because of the time spent
to the bond transaction. PCWA Power Division — Operating is favorable 24% because the FERC
License implementation expenditures were budgeted for an entire year. The Debt Service has a
favorable variance because the debt was refunded in March therefor there was no April debt service
payment. Only $540,800 of the $10.1 million Capital Projects budget has been funded because of
the lower revenue.

July 16, 2020
Book 15, Page 19
MFP Finance Authority



5. 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.
b. 2020 Budget Amendment for debt service in the amount of $3,562,134.

c. 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.

Joseph Parker stated the cumulative Net Revenue amount as of December 31, 2019, totaled
$20,854,199, as was reported at the April 16 meeting at which time the Board deferred the
disposition of the Net Revenue until today’s meeting to allow staff time to determine the resource
needs of the Authority. He provided a brief explanation for the recommended use of funds. The
2020 Debt Covenants require the debt service to be prepaid through the next principal payment
date to use current year revenue for matters other than Operating and Maintenance Costs and Debt
Service. Establishing an on-going process to prepay debt service one year in advance will keep debt
service payments consistent, and also allow the MFPFA the flexibility to fund current year Capital
Appropriations throughout the year. This is critical as resource needs from each current year will
be required in order to complete the FERC license implementation Capital Projects on the timeline
dictated under the conditions of the FERC license. Any debt service prepayment amounts will accrue
interest while held at the Trustee. To accomplish this, a budget amendment in 2020 for additional
debt service is required.

Member of the public, Frank Nann, noted the Board memo for this item states at the April 16 Board
meeting the distribution was not given; the Board decided to postpone that. Listening back to the
minutes, that is not what happened. That was done by Todd Leopold, the Executive Director, and
senior staff. It was not a Board decision; there was never a vote.

Motion by Director Lee approving item G.5.; motion seconded by Director Gustafson and adopted
by unanimous vote of Directors present.

6. Consider adopting Resolution 20-07 approving a revised General Financial Policies.

Joseph Parker reviewed the revisions to the General Financial Policies and noted the redline changes
are in the agenda packet.
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Further clarification was provided on Section 3.2.6. The word ‘written’ needs to be inserted. Section
3.2.6. should read “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 written concurrence of the Authority Secretary or designee, to utilize reserves to increase
the Capital Budget beyond the appropriated amount (as defined in Section 4.3.1.) The Authority
Board shall be notified of any such reserve use, and Capital Budget increase at its next regularly
scheduled Board meeting.”

Motion by Director Santini adopting Resolution 20-07 approving a revised General Financial
Policies as presented with the change as discussed; motion seconded by Director Gustafson and
adopted by unanimous roll call vote of Directors present.

7. Receive report on power sales performance metrics and reporting guidelines.

Brett Story reported the MFPFA, pursuant to its Energy Marketing Oversight Policy, is required to
develop power sales performance metrics and reporting guidelines regarding the sale of MFP energy
and energy-related products. The MFP produces five energy and energy-related products that are
marketed by staff: Electric energy, Ancillary Services, Resource Adequacy, Renewable Energy
Credits, and California Carbon-Free Energy Credits. The guidelines are meant to provide the Board
and the public an understanding of how staff works through issues and brings in revenue from the
MFP. He provided a brief overview of the guidelines and noted the guidelines are in the agenda
packet.

Frank Nann provided comment and inquiry. To the reference of speaking with someone at the
County about peers, | am assuming you are thinking about the other partnerships, such as YWA, and
Tri-Dams? It appears this is going to benchmark against PG&E’s performance in 2013 and you
mention that the energy market has changed quite a bit since then. If the peers were looked at,
Shell and NCPA, are those the benchmarks you benched them against?

Brett Storey replied not only did they look at peers in this area, but they looked at peers in
Washington state where a lot of hydroelectric power is sold. He noted the guidelines reflect the
changing market.

Frank Nann noted the memo referenced $15 million of value from energy marketing. He asked
which years those were done in.

Director Alpine responded with all.
8. Update on French Meadows Forest Restoration Project.

Brett Story reported work started in early June. There are currently seven contractors plus their
sub-contractors working. Over 3,000 acres will be under contract for this year and next year. We
have a contract, funded by the Chief of the United States Forest Service, to remove hazard trees
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from Duncan Canyon to French Meadows dam along Forest Service roads. There is the potential for
the Forest Service and the Nature Conservancy to do prescribed fire on 605 acres after thinning
occurs. New funding for 2020 includes: $250,000 from Long’s Drugs Foundation, $47,000 from a
beverage company, and $250,000 - $500,000 from Cal Fire Prescribed Fire reserves.

H. Reports by Directors:

There were none.

l. Reports by Legal Counsel

Scott Morris commented on Valley Vision’s COVID-19 Resilience Poll, a public opinion poll that is
demographically representative of the Capital region.

J. Reports by Secretary

No report received.

K. Reports by Executive Director

Andy Fecko recognized the following people who all contributed in the relicensing process: Ben
Ransom, PCWA; Ed Bianchi, Cardno (previously Entrix); Craig Addley, Cardno; Tom Johnson, PCWA
consultant; Jeff Meyer, PCWA consultant; Marie Rainwater, relicensing Facilitator; Ed Horton, PCWA
consultant; Marie Davis, PCWA consultant; Brett Storey, County of Placer; Dean Tibb, retired County
of Placer; Jenine Windeshausen, County of Placer; Ed Tiedemann, retired KMT&G; Jan Goldsmith,
retired KMT&G; Scott Morris, KMT&G; PCWA Board of Directors present and past including Otis
Wollan, Ben Mavy, Alex Ferreira, Pauline Roccuci, Lowell Jarvis; County of Placer Board of
Supervisors present and past; Dan Kelly, PCWA; Einar Maisch, retired PCWA General Manager (GM);
and David Breninger, retired PCWA GM.

Ben Ransom recognized Mal Toy, retired PCWA, and Andy Fecko, PCWA GM.
Chair Holmes, on behalf of Placer County, expressed his gratitude.

L. Adjournment

At 11:46 a.m. the Chair adjourned the meeting.

Lori Young, Clerk to the Board Date
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D.2.

MIDDLE FORK PROJECT FINANCE AUTHORITY

Check Register # 20-04

The Board of Directors of the Middle Fork Project Finance Authority as of this date 9/24/2020, do hereby

receive and file the following check register listing for the period from 7/04/2020 to 9/11/2020 from the MFP

Finance Authority Checking Account.

PLACER COUNTY WATER AGENCY
PLACER COUNTY TREASURER
PLACER COUNTY WATER AGENCY
PLACER COUNTY WATER AGENCY
PLACER COUNTY WATER AGENCY
PLACER COUNTY WATER AGENCY
PLACER COUNTY WATER AGENCY
UNION BANK

PLACER COUNTY WATER AGENCY
PLACER COUNTY WATER AGENCY
PLACER COUNTY WATER AGENCY
PLACER COUNTY WATER AGENCY

PLACER COUNTY WATER AGENCY

MFP REIMBURSEMENT
NET REVENUE DISTRIBUTIONS
NET REVENUE DISTRIBUTIONS
MFP REIMBURSEMENT
MFP REIMBURSEMENT
MFP REIMBURSEMENT
MFP REIMBURSEMENT
ADMINISTRATION FEES
MFP REIMBURSEMENT
MFP REIMBURSEMENT
MFP REIMBURSEMENT
MFP REIMBURSEMENT

MFP REIMBURSEMENT

Jul 10, 2020
Jul 17, 2020
Jul 17, 2020
Jul 17, 2020
Jul 24, 2020
Jul 31, 2020
Aug 07, 2020
Aug 14, 2020
Aug 14, 2020
Aug 21, 2020
Aug 28, 2020
Sep 04, 2020

Sep 11, 2020

161,167.72
6,139,407.00
6,139,407.00

692,725.46

176,703.07
3,706,240.11

420.01
875.00

702,782.42
1,226,015.34

419,961.20

814,373.08

482,285.36

CHECK REGISTER TOTAL

$20,662,362.77
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. D.3.
Office of

Joseph H. Parker, CPA

Middle Fork Project Finance Authority - Treasurer MIDDLE FORK PROJECT

FINANCE AUTHORITY —~—

Middle Fork Project Finance Authority

Treasurer’s Investment Report
July 31, 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

July 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 FORKE PROJECT

FINARCE AUTHORITY

MFP Finance Authority
Portfolio Management
Portfolio Summary

PLACER COUNTY WATER AGENCY

July 31, 2020
Par Market Book % of Days to YTM

Investments Value Value Value  Portfolio Term Mat./Call 365 Equiv.
Local Agency Investment Funds 56,521,970.51 56,521,970.51 56,521,970.51 53.01 1 1 0.920
Checking Accounts 3,461,889.33 3,461,889.33 3,461,889.33 3.25 1 1 0.010
Medium Term Notes 12,000,000.00 12,521,220.00 12,006,895.83 11.26 1,377 810 2.555
Federal Agency Coupon Securities 19,000,000.00 19,509,460.00 18,984,445.73 17.80 1,105 686 1.912
Treasury Coupon Securities 6,000,000.00 6,204,030.00 6,018,492.11 5.64 1,078 810 1.506
Miscellaneous Coupon Securities 2,700,000.00 2,802,384.00 2,663,145.70 2.50 1,400 836 2.681
Cash with Fiscal Agent 6,972,564.05 6,972,564.05 6,972,564.05 6.54 1 1 0.000

106,656,423.89 107,993,517.89 106,629,403.26 100.00% 448 281 1.268
Investments
Cash and Accrued Interest
Accrued Interest at Purchase 0.00 0.00
Ending Accrued Interest 220,223.61 220,223.61
Subtotal 220,223.61 220,223.61

106,656,423.89 108,213,741.50 106,849,626.87 448 281 1.268

Total Cash and Investments Value

Total Earnings

July 31 Month Ending

Current Year
Average Daily Balance
Effective Rate of Return

139,470.04

119,996,774.81
1.37%

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

Dreph H. k)

Joseph H. Parker, CPA

Reporting period 07/01/2020-07/31/2020

Run Date: 08/10/2020 - 11:55
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MFP Finance Authority
Portfolio Management

Page 1
Portfolio Details - Investments
July 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 56,521,970.51 56,521,970.51 56,521,970.51 0.920 1 1 0.920
Subtotal and Average 63,082,282.63 56,521,970.51 56,521,970.51 56,521,970.51 1 1 0.920
Checking Accounts
5616-OPERATIONS 10000 Union Bank of California 3,381,215.85 3,381,215.85 3,381,215.85  0.010 1 1 0.010
1265-OPERATIONS 10100 US Bank 12/11/2019 80,673.48 80,673.48 80,673.48 1 1 0.000
Subtotal and Average 7,462,783.94 3,461,889.33 3,461,889.33 3,461,889.33 1 1 0.010
Medium Term Notes
037833AR1 10072 Apple Inc. 05/03/2018 3,000,000.00 3,058,260.00 2,998,560.25  2.850 1,099 278  2.916 05/06/2021
13063DDGO 10078 State of California 01/31/2019 3,000,000.00 3,163,530.00 2,948,496.43 2.250 1,704 1,156 2.832 10/01/2023
459058GHO 10085 INTL BK BECON & DEVELOP 02/26/2019 3,000,000.00 3,073,020.00 3,006,747.68 2.750 878 356 2.511 07/23/2021
742651DP4 10092 Private Export Funding 07/15/2019 3,000,000.00 3,226,410.00 3,053,091.47  2.450 1,827 1,444 1.978 07/15/2024
Subtotal and Average 12,006,980.56 12,000,000.00 12,521,220.00 12,006,895.83 1,377 810 2.555
Federal Agency Coupon Securities
3133EFDT1 10063 Federal Farm Credit Bank 09/28/2017 1,000,000.00 1,001,860.00 1,000,000.00 1.660 1,085 47  1.658 09/17/2020
3133EKL61 10094 Federal Farm Credit Bank 09/04/2019 3,000,000.00 3,024,750.00 2,999,408.33 1.550 547 215 1.584 03/04/2021
3133EKP75 10095 Federal Farm Credit Bank 09/17/2019 3,000,000.00 3,158,340.00 2,998,811.20  1.600 1,827 1,508 1.610 09/17/2024
3133EKP67 10096 Federal Farm Credit Bank 09/17/2019 3,000,000.00 3,049,290.00 2,998,714.33 1.625 731 412  1.664 09/17/2021
3133EK3B0 10097 Federal Farm Credit Bank 10/18/2019 3,000,000.00 3,147,600.00 2,982,987.85 1.500 1,825 1,537 1.641 10/16/2024
3130AF2D8 10075 Federal Home Loan Bank 01/31/2019 3,000,000.00 3,016,260.00 3,001,420.94 2.860 623 75 2.621 10/15/2020
313378WG2 10086 Federal Home Loan Bank 03/20/2019 3,000,000.00 3,111,360.00 3,003,103.08  2.500 1,087 587  2.433 03/11/2022
Subtotal and Average 21,790,297.28 19,000,000.00 19,509,460.00 18,984,445.73 1,105 686 1912
Treasury Coupon Securities
9128285V8 10093 U.S. Treasury 08/30/2019 3,000,000.00 3,102,900.00 3,043,894.59 2.500 869 532 1.472 01/15/2022
912828592 10101 U.S. Treasury 01/16/2020 3,000,000.00 3,101,130.00 2,974,597.52  1.250 1,292 1,094 1541 07/31/2023
Subtotal and Average 6,019,381.45 6,000,000.00 6,204,030.00 6,018,492.11 1,078 810 1.506
Miscellaneous Coupon Securities
742651DR0O 10073 Private Export Funding 01/15/2019 2,700,000.00 2,802,384.00 2,663,145.70 2.050 1,400 836 2.681 11/15/2022
Subtotal and Average 2,662,518.10 2,700,000.00 2,802,384.00 2,663,145.70 1,400 836 2.681

Run Date: 08/10/2020 - 11:55
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MFP Finance Authority

Portfolio Management Page 2
Portfolio Details - Investments
July 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
Cash with Fiscal Agent
20 REF BOND 10117 US Bank 03/31/2020 6,972,564.05 6,972,564.05 6,972,564.05 1 1 0.000
Subtotal and Average 6,972,530.86 6,972,564.05 6,972,564.05 6,972,564.05 1 1 0.000
Total and Average 119,996,774.81 106,656,423.89 107,993,517.89 106,629,403.26 448 281 1.268

Portfolio MFP
AC
Run Date: 08/10/2020 - 11:55 PM (PRF_PM2) 7.3.0
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MFP Finance Authority
Portfolio Management
Portfolio Details - Cash

Page 3

July 31, 2020
Average Purchase Stated Daysto  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 220,223.61 220,223.61
Subtotal 220,223.61 220,223.61
106,849,626.87 448 281 1.268

Total Cash and Investment Value

Run Date: 08/10/2020 - 11:55
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MFP Finance Authority
Portfolio Management
Activity By Type
July 1, 2020 through July 31, 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 0.920 213,349.66 6,920,000.00

Subtotal 213,349.66 6,920,000.00 56,521,970.51
Checking Accounts (Monthly Summary)
5616-OPERATIONS 10000 Union Bank of California 0.010 3,156,777.43 6,008,814.00
1265-OPERATIONS 10100 US Bank 16,054,076.78 17,336,297.97

Subtotal 19,210,854.21 23,345,111.97 3,461,889.33
Medium Term Notes

Subtotal 12,006,895.83
Federal Agency Coupon Securities
3135G0T60 10070 Federal National Mtg Assn 1.500 07/30/2020 0.00 3,000,000.00

Subtotal 0.00 3,000,000.00 18,984,445.73
Treasury Coupon Securities

Subtotal 6,018,492.11
Miscellaneous Coupon Securities

Subtotal 2,663,145.70
Cash with Fiscal Agent
20 REF BOND 10117 US Bank 34.30 0.00

Subtotal 34.30 0.00 6,972,564.05

Total 19,424,238.17 33,265,111.97 106,629,403.26

Run Date: 08/10/2%? 11:55
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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

August 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 FORKE PROJECT

FINARCE AUTHORITY =

MFP Finance Authority
Portfolio Management
Portfolio Summary

August 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 56,521,970.51 56,521,970.51 56,521,970.51 51.83 1 1 0.920
Checking Accounts 5,895,545.79 5,895,545.79 5,895,545.79 5.41 1 1 0.000
Medium Term Notes 12,000,000.00 12,525,090.00 12,006,714.67 11.01 1,377 779 2.556
Federal Agency Coupon Securities 19,000,000.00 19,474,900.00 18,984,248.39 17.41 1,105 655 1.912
Treasury Coupon Securities 6,000,000.00 6,192,060.00 6,016,654.16 5.52 1,078 779 1.506
Miscellaneous Coupon Securities 2,700,000.00 2,785,239.00 2,664,487.49 244 1,400 805 2.681
Cash with Fiscal Agent 6,972,599.61 6,972,599.61 6,972,599.61 6.39 1 1 0.000

109,090,115.91 110,367,404.91 109,062,220.62 100.00% 438 263 1.240
Investments
Cash and Accrued Interest
Accrued Interest at Purchase 0.00 0.00
Ending Accrued Interest 334,674.08 334,674.08
Subtotal 334,674.08 334,674.08

109,090,115.91 110,702,078.99 109,396,894.70 438 263 1.240

Total Cash and Investments Value

Total Earnings

August 31 Month Ending

Current Year
Average Daily Balance
Effective Rate of Return

113,661.24
106,707,473.55
1.25%

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

Wﬂ. ok

Joseph H. Parker, CPA

Reporting period 08/01/2020-08/31/2020

Run Date: 09/03/2020 - 11:00
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MFP Finance Authority
Portfolio Management

Page 1
Portfolio Details - Investments
August 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 56,521,970.51 56,521,970.51 56,521,970.51 0.920 1 1 0.920
Subtotal and Average 56,521,970.51 56,521,970.51 56,521,970.51 56,521,970.51 1 1 0.920
Checking Accounts
5616-OPERATIONS 10000 Union Bank of California 131,233.22 131,233.22 131,233.22  0.010 1 1 0.010
1265-OPERATIONS 10100 US Bank 12/11/2019 5,764,312.57 5,764,312.57 5,764,312.57 1 1 0.000
Subtotal and Average 3,540,394.38 5,895,545.79 5,895,545.79 5,895,545.79 1 1 0.000
Medium Term Notes
037833AR1 10072 Apple Inc. 05/03/2018 3,000,000.00 3,055,950.00 2,998,717.31  2.850 1,099 247 2916 05/06/2021
13063DDGO 10078 State of California 01/31/2019 3,000,000.00 3,167,280.00 2,949,851.79 2.250 1,704 1,125 2.832 10/01/2023
459058GHO 10085 INTL BK BECON & DEVELOP 02/26/2019 3,000,000.00 3,066,780.00 3,006,172.60 2.750 878 325 2.511 07/23/2021
742651DP4 10092 Private Export Funding 07/15/2019 3,000,000.00 3,235,080.00 3,051,972.97 2.450 1,827 1,413 1.978 07/15/2024
Subtotal and Average 12,006,799.40 12,000,000.00 12,525,090.00 12,006,714.67 1,377 779  2.556
Federal Agency Coupon Securities
3133EFDT1 10063 Federal Farm Credit Bank 09/28/2017 1,000,000.00 1,000,690.00 1,000,000.00 1.660 1,085 16  1.658 09/17/2020
3133EKL61 10094 Federal Farm Credit Bank 09/04/2019 3,000,000.00 3,021,120.00 2,999,491.67 1.550 547 184 1.584 03/04/2021
3133EKP75 10095 Federal Farm Credit Bank 09/17/2019 3,000,000.00 3,150,600.00 2,998,835.20  1.600 1,827 1,477 1.610 09/17/2024
3133EKP67 10096 Federal Farm Credit Bank 09/17/2019 3,000,000.00 3,045,600.00 2,998,809.33 1.625 731 381 1.664 09/17/2021
3133EK3B0 10097 Federal Farm Credit Bank 10/18/2019 3,000,000.00 3,140,310.00 2,983,324.72 1.500 1,825 1,506 1.641 10/16/2024
3130AF2D8 10075 Federal Home Loan Bank 01/31/2019 3,000,000.00 3,009,750.00 3,000,844.89 2.860 623 44 2.621 10/15/2020
313378WG2 10086 Federal Home Loan Bank 03/20/2019 3,000,000.00 3,106,830.00 3,002,942.58  2.500 1,087 556  2.433 03/11/2022
Subtotal and Average 18,984,340.70 19,000,000.00 19,474,900.00 18,984,248.39 1,105 655 1.912
Treasury Coupon Securities
9128285V8 10093 U.S. Treasury 08/30/2019 3,000,000.00 3,096,330.00 3,041,336.82 2.500 869 501 1.472 01/15/2022
912828592 10101 U.S. Treasury 01/16/2020 3,000,000.00 3,095,730.00 2,975,317.34  1.250 1,292 1,063 1.541 07/31/2023
Subtotal and Average 6,017,543.49 6,000,000.00 6,192,060.00 6,016,654.16 1,078 779  1.506
Miscellaneous Coupon Securities
742651DR0O 10073 Private Export Funding 01/15/2019 2,700,000.00 2,785,239.00 2,664,487.49 2.050 1,400 805 2.681 11/15/2022
Subtotal and Average 2,663,859.88 2,700,000.00 2,785,239.00 2,664,487.49 1,400 805 2.681

Run Date: 09/03/2020 - 11:00
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MFP Finance Authority
Portfolio Management Page 2
Portfolio Details - Investments
August 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
Cash with Fiscal Agent
20 REF BOND 10117 US Bank 03/31/2020 6,972,599.61 6,972,599.61 6,972,599.61 1 1 0.000
Subtotal and Average 6,972,565.20 6,972,599.61 6,972,599.61 6,972,599.61 1 1 0.000
Total and Average 106,707,473.55 109,090,115.91 110,367,404.91 109,062,220.62 438 263  1.240

Portfolio MFP

AC
Run Date: 09/03/2020 - 11:00 PM (PRF_PM2) 7.3.0
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MFP Finance Authority
Portfolio Management
Portfolio Details - Cash
August 31, 2020

Page 3

Average Purchase Stated Daysto  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 334,674.08 334,674.08
Subtotal 334,674.08 334,674.08
109,396,894.70 438 263 1.240

Total Cash and Investment Value

Run Date: 09/03/2020 - 11:00
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MFP Finance Authority
Portfolio Management

August 1, 2020 through August 31, 2020

Activity By Type

Page 1

Stated  Transaction Purchases Redemptions

CusIP Investment # Issuer Rate Date or Deposits or Withdrawals Balance
Local Agency Investment Funds (Monthly Summary)

Subtotal 56,521,970.51
Checking Accounts (Monthly Summary)
5616-OPERATIONS 10000 Union Bank of California 0.010 17.37 3,250,000.00
1265-OPERATIONS 10100 US Bank 8,033,832.28 2,350,193.19

Subtotal 8,033,849.65 5,600,193.19 5,895,545.79
Medium Term Notes

Subtotal 12,006,714.67
Federal Agency Coupon Securities

Subtotal 18,984,248.39
Treasury Coupon Securities

Subtotal 6,016,654.16
Miscellaneous Coupon Securities

Subtotal 2,664,487.49
Cash with Fiscal Agent
20 REF BOND 10117 US Bank 35.56 0.00

Subtotal 35.56 0.00 6,972,599.61

Total 8,033,885.21 5,600,193.19 109,062,220.62

Run Date: 09/03/2%% 11:00
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MIDDLE FORK PROJECT

M EMOW RANUDUM

TO: Middle Fork Project Finance Authority Board of Directors

FROM: Joseph H. Parker, CPA, Treasurer

DATE: September 21, 2020

RE: Financial Statement Audit Services for the year ending December 31, 2020

Recommendation:
Approve contract with Davis Farr LLP to provide financial statement auditing services for the

year ending December 31, 2020.

Discussion:
Attached herewith is the engagement letter (contract) from Davis Farr LLP dated September 18,

2020, to provide the Authority with financial statement auditing services for the year ending
December 31, 2020.

In 2015, PCWA formally bid for audit services and Davis Farr LLP was selected to be the auditors
for Placer County Water Agency. Because PCWA maintains the books and records of the Authority
and the internal control environment is the same, the Authority’s Policy states that PCWA'’s
auditors will audit the Authority’s financial statements. The December 31, 2020 year-end
financial statement audit will be the 6% year Davis Farr LLP has served as the Authority’s audit
firm.

The engagement letter discusses more specifics regarding the scope of work Davis Farr will
perform during their financial statement audit. Accompanying their engagement letter and as
required by Government Auditing Standards, Davis Farr has provided the Authority with a copy
of their most recent quality control review report for the year ended May 31, 2019.

We are anticipating the 2020 financial statement audit to commence in March 2021 with the
conclusion of the auditing, reporting and financial statements in April 2021. The audited financial
statements will be submitted to the Board once the audit is completed.

Fiscal Impact:
The attached engagement letter sets forth a fixed fee totaling $6,560 for the Authority’s 2020

audit.
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CERTIFIED PUBLIC ACCOUNTANTS Main: 949.474.2020 | Fax: 949.263.5520

September 18. 2020

Middle Fork Project Financing Authority

Attn: Joseph Parker, Director of Financial Services
144 Ferguson Road

Auburn, California 95603

Dear Mr. Parker,

We are pleased to confirm the arrangements of our engagement and the nature of the services
we will provide Middle Fork Project Financing Authority (the “Entity”).

ENGAGEMENT OBJECTIVES

We will audit the financial statements of the governmental activities, which collectively
comprise the Entity’s basic financial statements, as of December 31, 2020 and for the year
then ended, and the related notes to the financial statements.

Accounting Standards generally accepted in the United States of America ("US GAAP”) provide
for certain required supplementary information (*RSI”), such as management’s discussion
and analysis ("MD&A"), to supplement the Entity’s basic financial statements. Such
information, although not a part of the basic financial statements, is required by the
Government Accounting Standards Board who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic,
or historical context. As part of our engagement, we will apply certain limited procedures to
the Entity’s RSI in accordance with auditing standards generally accepted in the United States
of America ("US GAAS"”). These limited procedures will consist of inquiries of management
regarding the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements,
and other knowledge we obtained during our audit of the basic financial statements. We will
not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance. The following RSI is required by US GAAP and will be subjected to certain limited
procedures but will not be audited.

1. Management’s Discussion and Analysis

We have also been engaged to report on supplementary information other than RSI that
accompanies the Entity’s financial statements. We will subject the following supplementary
information to the auditing procedures applied in our audit of the financial statements and
certain additional procedures, including comparing and reconciling such information directly
to the underlying accounting and other records used to prepare the financial statements or to
the financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America, and we will provide an
opinion in relation to the financial statements as a whole.
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Page 2 of 6

OUR RESPONSIBILITIES

The objective of our audit is the expression of an opinion as to whether the financial
statements are fairly presented, in all material respects, in conformity with US GAAP and to
report on the fairness of the additional information referred to above when considered in
relation to the financial statements taken as a whole.

We will also provide a report, which does not include an opinion on, Internal controls related
to the financial statements and compliance with the provisions of laws, regulations, contracts,
and grant agreements, noncompliance which could have a material effect on the financial
statements as required by Government Auditing Standards. The report on internal control
and compliance will each include a paragraph that states the report is solely to describe the
scope and testing of internal control over financial reporting and compliance, and the results
of that testing and not to provide an opinion on the effectiveness of internal control over
financial reporting or on compliance and the results of that testing and not to provide an
opinion on the effectiveness of internal control over financial reporting or on compliance and
that the report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering internal control over financial reporting and compliance and
that the report is not suitable for any other purpose.

Audit

Our audit will be conducted in accordance with US GAAS, the standards for financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United
States. Our audit will include tests of the accounting records and other procedures we consider
necessary to enable us to express such an opinion and render the required reports. We cannot
provide assurance that an unmodified opinion will be expressed. Circumstances may arise in
which it is necessary for us to modify our opinion or add an emphasis-of-matter or other-
matter paragraph. If, for any reason, we are unable to complete the audit, or are unable to
form or have not formed an opinion, we may decline to express an opinion or withdraw from
this engagement.

Our procedures will include tests of documentary evidence supporting the transactions
recorded in the accounts (e.g., tests of the physical existence of inventories, direct
confirmation of certain assets and liabilities by correspondence with selected customers,
creditors, and financial institutions, etc.). We may also request written representations from
the Entity’s attorneys as part of the engagement, and they may bill the Entity for responding
to this inquiry.

An audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements; therefore, our audit will involve judgment about the number of
transactions to be examined and the areas to be tested. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of
the financial statements. We will plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement, whether from
errors, fraudulent financial reporting, misappropriation of assets, or violations of laws or
governmental regulations that are attributable to the Entity or to acts by management or
employees acting on behalf of the Entity.

Because of the inherent limitations of an audit, combined with the inherent limitations of
internal controls, and because we will not perform a detailed examination of all transactions,
there is a risk that material misstatements may exist and not be detected by us, even though
the audit is properly planned and performed in accordance with US GAAS. In addition, an
audit is not designed to detect immaterial misstatements or violations of laws or governmental
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regulations that do not have a direct and material effect on the financial statements. We will
inform the appropriate level of management and those charged with governance of any
material errors, fraudulent financial reporting, or misappropriation of assets that comes to
our attention. We will also inform the appropriate level of management and those charged
with governance of any violations of laws or governmental regulations that come to our
attention, unless clearly inconsequential, and any material abuse that comes to our attention.
Our responsibility, as auditors, is limited to the period covered by our audit and does not
extend to any later periods for which we are not engaged as auditors.

Internal Control

Our audit will include obtaining an understanding of the government and its environment,
including internal control, sufficient to assess the risks of material misstatement of the
financial statements and to design the nature, timing, and extent of further audit procedures.
Tests of controls may be performed to test the effectiveness of certain controls that we
consider relevant to preventing and detecting errors and fraud that are material to the
financial statements and to preventing and detecting misstatements resulting from illegal acts
and other noncompliance matters that have a direct and material effect on the financial
statements. Our tests, if performed, will be less in scope than would be necessary to render
an opinion on internal control and, accordingly, no opinion will be expressed in our report on
internal control issued pursuant to Government Auditing Standards.

An audit is not desighed to provide assurance on internal control or to identify significant
deficiencies or material weaknesses. Accordingly, we will express no such opinion. However,
during the audit, we will communicate to management and those charged with governance
internal control related matters that are required to be communicated under AICPA
professional standards and Government Auditing Standards.

Compliance

As part of obtaining reasonable assurance about whether the financial statements are free of
material misstatement, we will perform tests of the Entity’s compliance with the provisions of
applicable laws, regulations, contracts, agreements, and grants. However, the objective of
our audit will not be to provide an opinion on overall compliance and we will not express such
an opinion in our report on compliance issued pursuant to Government Auditing Standards.

The services described above do not relieve management or those charged with governance
of their responsibilities.

THOSE CHARGED WITH GOVERNANCE

The preparation and presentation of the financial statements of the Entity are the
responsibility of management with oversight from those charged with governance. Those
charged with governance are also responsible for overseeing the strategic direction of the
Entity and any obligations related to its accountability, resolving disagreements between
management and us regarding financial reporting, appointing us to perform the services
described above, and informing us about all known or suspected fraud involving the Entity.
In turn, we will provide those charged with governance with any communications required by
the professional standards described above.

MANAGEMENT’'S RESPONSIBILITIES

Management is responsible for all management decisions and performing all management
functions, and for designating an individual, preferably from senior management, with
suitable skill, knowledge, or experience to oversee these services, any bookkeeping services,
tax services, or other services we provide. Management is responsible for evaluating the
adequacy and results of the services performed and accepting responsibility for them.
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Management is responsible for making all financial records and related information available
to us and for the accuracy and completeness of that information. Management is also
responsible for providing us with (a) access to all information they are aware of that is relevant
to the preparation and fair presentation of the financial statements, (b) additional information
that we may request for the purpose of this engagement, and (c) unrestricted access to
persons within the Entity from whom we determine it necessary to obtain information.

Management is responsible for establishing and maintaining internal controls, including
monitoring ongoing activities, for the selection and application of accounting principles, for
the safeguarding of assets, and for the preparation and fair presentation of the financial
statements in conformity with US GAAP even though we may assist management with their
preparation. Accordingly, management may be required to acknowledge in the written
representation letter our assistance with preparation of the financial statements and that
management has reviewed and approved the financial statements and related notes prior to
their issuance and has accepted responsibility for them.

Management is responsible for adjusting the financial statements to correct material
misstatements and for confirming to us in the management representation letter that the
effects of any uncorrected misstatements aggregated by us during the current engagement
and pertaining to the latest period presented are immaterial, both individually and in the
aggregate, to the financial statements taken as a whole.

Management is responsible for the design and implementation of programs and controls to
prevent and detect fraud, and for informing us about all known or suspected fraud affecting
the Entity involving (a) management, (b) employees who have significant roles in internal
controls, and (c) others where the fraud could have a material effect on the financial
statements. Management is also responsible for informing us of any known allegations of
fraud or suspected fraud affecting the Entity received in communications from employees,
former employees, regulators, or others. In addition, management is also responsible for
identifying and ensuring that the Entity complies with applicable laws, regulations, contracts,
agreements, and grants and for taking timely and appropriate steps to remedy any fraud,
illegal acts, violations of contracts or grant agreements, or abuse that we may report.

During the course of our engagement, we will request information and explanations from
management regarding the Entity. At the conclusion of our engagement, we will require, as
a precondition to the issuance of our report, that management provide certain representations
in a written representation letter. The procedures we will perform in our engagement and the
conclusions we reach as a basis for our report will be heavily influenced by the written and
oral representations that we receive from management. In view of the foregoing, the Entity
agrees to release our firm, its shareholders, and other personnel from any liability and costs
relating to our services under this letter resulting from false or misleading representations
made to us by any member of the Entity's management.

Management is responsible for establishing and maintaining a process for tracking the status
of audit findings and recommendations. Management is also responsible for identifying for us
previous financial audits, attestation engagements, performance audits or other related
studies. This responsibility includes relaying to us corrective actions taken to address
significant findings and recommendations resulting from those audits, attestation
engagements, performance audits, or other studies. Management is responsible for providing
its views on our current findings, conclusions, and recommendations, as well as
management’s planned corrective actions, for the report, and for the timing and format for
providing that information.
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ENGAGEMENT FEES
Our fixed fees for the services above are as follows:

Financial Statements $5,430
State Controller’s Report 1,130
Total $6,560

Additionally, our fees are dependent on the availability, quality, and completeness of the
Entity’s records and, where applicable, upon the Entity’s personnel providing the level of
assistance identified in the “prepared by client” request list distributed at the end of our
planning work (e.g., Entity employees preparing confirmations and schedules we request,
locating documents selected by us for testing, etc.).

Should our assumptions with respect to these matters be incorrect, or should the condition of
the records, degree of cooperation, or other matters beyond our reasonable control require
additional commitments by us beyond those upon which our estimated fees are based, we
may adjust our fees and planned completion dates. If significant additional time is necessary,
we will discuss it with management and arrive at a new fee estimate as soon as reasonably
practicable.

OTHER ENGAGEMENT MATTERS

This letter set forth the rights and responsibilities of the parties with respect to the services
to be provided. This engagement is being undertaken solely for the benefit of the parties to
this agreement and no other person shall be entitled to enforce the terms of this agreement.

Enclosed, as required by Government Auditing Standards, is a copy of the report on the most
recent peer review of our firm.

The workpapers for this engagement will be retained in accordance with our firm policy. If we
are aware that a federal awarding agency, pass-through entity, or auditee is contesting an
audit finding, we will contact the party(ies) contesting the audit finding for guidance prior to
destroying the workpapers.

The undersigned is the engagement partner responsible for supervising the engagement and
signing the report.

We appreciate the opportunity to provide these services and believe this letter accurately
summarizes the significant terms of our engagement. Please sign the enclosed copy of this
letter and return it to us.

Very truly yours,

o

Jennifer Farr, CPA
Davis Farr LLP
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The services and arrangements described in this letter are in accordance with our
understanding and are acceptable to us.

Middle Fork Project Financing Authority

By By
Treasurer Chairman of the Board
Date Date
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Report on the Firm’s System of Quality Control

Davis Farr LLP
Irvine, California;
and the Peer Review Committee of the California Society of CPAs

We have reviewed the system of quality control for the accounting and auditing practice of Davis Farr LLP
(the firm) in effect for the year ended May 31, 2019. Our peer review was conducted in accordance with the
Standards for Performing and Reporting on Peer Reviews established by the Peer Review Board of the
American Institute of Certified Public Accountants (Standards).

A summary of the nature, objectives, scope, limitations of, and the procedures performed in a System Review
as described in the Standards may be found at www.aicpa.org/prsummary. The summary also includes an
explanation of how engagements identified as not performed or reported in conformity with applicable
professional standards, if any, are evaluated by a peer reviewer to determine a peer review rating.

Firm’s Responsibility

The firm is responsible for designing a system of quality control and complying with it to provide the firm
with reasonable assurance of performing and reporting in conformity with applicable professional standards
in all material respects. The firm is also responsible for evaluating actions to promptly remediate
engagements deemed as not performed or reported in conformity with professional standards, when
appropriate, and for remediating weaknesses in its system of quality control, if any.

Peer Reviewer’s Responsibility

Our responsibility is to express an opinion on the design of the system of quality control and the firm’s
compliance therewith based on our review.

Required Selections and Considerations
Engagements selected for review included engagements performed under Government Auditing Standards,
including a compliance audit under the Single Audit Act, and examination of a service organization (SOC 1,

Type 2 Report).

As part of our peer review, we considered reviews by regulatory entities as communicated by the firm, if
applicable, in determining the nature and extent of our procedures.

CPAs = Advisors
4120 Concours, Suite 100, Ontario, CA 91764 CPAM ER'CA

909.948.9990 / 800.644.0696 / FAX 909.948.9633 INTERNATIONAL
gyl@gylcpa.com Crowe Horwath Interational.

wws.%ylcpa.com
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Opinion

In our opinion, the system of quality control for the accounting and auditing practice of Davis Farr LLP in
effect for the year ended May 31, 2019, has been suitably designed and complied with to provide the firm
with reasonable assurance of performing and reporting in conformity with applicable professional standards
in all material respects. Firms can receive a rating of pass, pass with deficiency(ies) or fail. Davis Farr LLP
has received a peer review rating of pass.

C—é{L (P

Ontario, California
September 23, 2019
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MIDDLE FORK PROJECT

E.2.

M EM OWRANDUM

TO: Board of Directors

FROM: Joseph H. Parker, CPA, Authority Treasurer

DATE: October 8, 2020

RE: 2020 Budget and Actual Schedules for the Period Ended September 15, 2020

Recommended Action:
Receive 2020 Budget and Actual Schedules for the period ended September 15, 2020.

General Note — Period Ended September 15, 2020:
Typically, the Middle Fork Project Finance Authority (MFPFA) Board meetings are mid-month

allowing sufficient time to close the financial quarter at month-end and compile the quarterly
Budget and Actual Schedules. However, the October 2020 Board meeting was moved up leaving
insufficient time for the normal month-end cutoff to meet the Board agenda deadline, thus this
3" quarter “ended September 30, 2020” was closed mid-month on September 15, 2020.

September 15, 2020 Revenue Budget Report:

The 2020 water year has been drier than normal with cumulative precipitation totals currently
at 60% of average. The dry conditions that were present across the Middle Fork Project (MFP)
region during the winter months, which included the region’s driest February on record, have
persisted throughout summer. As a result of the unfavorable hydrology earlier in the year,
hydro generation was reduced, allowing reservoirs to fill to near capacity for optimal generation
starting in the second half of the year in an effort to coincide with anticipated higher energy
prices. Based on a recently executed Water Purchase Agreement for 20,000 acre-feet, water
started flowing in early August and will be completed by the end of September, which will
provide additional generation. The MFP will continue to maximize generation for the remainder
of the year to return the reservoirs to target carryover levels in preparation for the new water
year.
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Energy prices have generally been lower in 2020, caused by a significant reduction in demand
resulting from the COVID-19 pandemic. After relatively mild early summer temperatures, an
August heat wave along the west coast region created power grid congestions and increased
energy demand, which prompted CAISO to declare “rolling blackouts”. These events caused
energy prices to spike to a record high for August, which has helped MFPFA make up some of
the revenue shortfall created by poor hydrological conditions earlier this year, as evidenced by
August contributing nearly as much energy sales revenue as the first seven months of the year
combined. With this strong August performance, Power Sales revenue for the period ended
September 15, 2020 is now only 21% lower than budget, an improvement from the 47% below
budget for the period ended June 30, 2020.

Expenditure Budget Report

The 2020 budget to actual PCWA Power Division - Operating expenditure variance is favorable
for the period ended September 15, 2020, and is expected to remain favorable for the
remainder of the year. The $3.8 million, or 21%, variance is primarily a result of the delay in the
issuance of the FERC license which was received mid-year (June 8, 2020), and correspondingly
incurring less year-to-date implementation costs as a result. Additionally, lower than expected
costs for consulting, legal, and cost share partnerships contributed to this favorable variance.
The $20,000 or 20% unfavorable variance in Administration is because of internal labor costs
related to the 2020 bond refinancing.

The $10.1 million Capital Project budget adopted by the Board has been only partially funded
in the amount of $5.6 million as a result of unfavorable year-to-date and projected annual
revenue. $5.0 million was consequently funded using 2019 accumulated Net Revenue, as
approved by the Board on July 16, 2020. The remaining $3.6 million of 2019 accumulated Net
Revenue was approved by the Board to fund the implementation of the Debt Service prefunding
program.

Attached for the Board’s information are the 2020 Budget and Actual schedules for the period
ended September 15, 2020 as follows:

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 September 15, 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
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ended September 15, 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 September 15, 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 September 15, 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 September 15, 2020.

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

expense budget and the actual expenses by month through September 15, 2020.



MIDDLE FORK PROJECT FINANCE AUTHORITY
Budget Schedule
For the Period Ended
September 15, 2020

2020 Budget 2020
Adopted Adjustments & Adjusted September 15, 2020
Annual Budget Transfers Annual Budget Year-to-date
January 1, 2020 (Note 4) September 15, 2020 Adjusted Budget
Revenues and Other Financing Sources (Note 1) :
Power Sales $ 38,643,064 - 38,643,064 28,314,107
Interest Income 1,000,000 - 1,000,000 583,000
Total Revenues and Other Financing Sources 39,643,064 - 39,643,064 28,897,107
Expenditures:
Administration:
Operating Supplies/Services 2,000 - 2,000 1,326
Administration 98,000 - 98,000 64,950
Professional Services 50,000 - 50,000 33,138
Total Administrative Expenditures 150,000 - 150,000 99,413
PCWA Power Division - Operating:
Power Operations 14,134,915 - 14,134,915 9,367,915
General and Administrative 7,252,397 50,500 7,302,897 4,839,995
Natural Resources Management 4,216,251 (50,500) 4,165,751 2,760,851
Power Resources Management 1,645,742 - 1,645,742 1,090,716
Routine Capital 570,000 140,000 710,000 470,553
Total PCWA Power Division - Operating 27,819,305 140,000 27,959,305 18,530,030
Debt Service 5,690,730 3,562,134 9,252,864 -
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 3,702,134 47,443,535 28,710,809
Revenue over (under) Expenditures and
Appropriations (4,098,337) (3,702,134) (7,800,471) 186,298
Appropriated for 2020 Adopted Budget deficit 4,098,337 - 4,098,337 4,098,337
Funding from the 2019 Net Revenue
for Capital and Debt Service Funding - 3,562,134 3,562,134 3,562,134

Reserve Activity (Funding)/Use (Note 3):
Operating Reserve
Used to fund utility vessel - 140,000 140,000 140,000
Emergency Reserve - - - -
Capital Reserve - - - -

Total Reserve Use - 140,000 140,000 140,000

Net Revenue $ - - - 7,986,769

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 September 15, 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 on 80% of average
generation, and projected energy prices. 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 partially unfunded as a
result of unfavorable year-to-date hydrology, energy prices, as well as forecasted 2020 revenue. $5.6
million has been funded as of September 15, 2020, of which $5.0 was funded from 2019 accumulated
Net Revenue as approved by the Board on July 16, 2020.

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 three Budget Adjustments and Transfers to report to the Board for the period ended
September 15, 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 from Natural Resources Management to General &
Administrative for a new Legal Analyst. Both Natural Resources Management and General &
Administrative are components of the Operating budget, and therefore this transfer did not result in
any new appropriations to the 2020 budget.

In July 2020, the Board approved uses for accumulated 2019 Net Revenue, including $3.6 million to
implement the Debt Service prefunding program.



MIDDLE FORK PROJECT FINANCE AUTHORITY
Budget and Actual Schedule
For the Period Ended
September 15, 2020

September 15, 2020

Year-to-date Variances
Budget Actual $ % Ref
Revenues and Other Financing Sources:
Power Sales $ 28,314,107 22,376,842 (5,937,265) -21%
Interest Income 583,000 916,887 333,887 57%
Total Revenues and Other Financing Sources 28,897,107 23,293,729 (5,603,378) -19% A
Expenditures:
Administration:
Operating Supplies/Services 1,326 2,521 (1,196) -90%
Administration 64,950 109,760 (44,811) -69%
Professional Services 33,138 7,499 25,639 77%
Total Administrative Expenditures 99,413 119,780 (20,368) -20% B
PCWA Power Division - Operating:
Power Operations 9,367,915 8,919,808 448,107 5%
General and Administrative 4,839,995 4,145,351 694,644 14%
Natural Resources Management 2,760,851 401,129 2,359,722 85%
Power Resources Management 1,090,716 883,295 207,421 19%
Routine Capital 470,553 347,361 123,192 26%
Total PCWA Power Division - Operating 18,530,030 14,696,944 3,833,086 21% C
Debt Service - - - 0% D
Capital Projects:
Current Year Adopted Budget / Funded Budget Appropriations 10,081,366 5,554,051 4,527,315 45%
Current Year Additional Capital Project Appropriations - - - 0%
Total Capital Project Appropriations 10,081,366 5,554,051 4,527,315 45% E
Total Expenditures and Appropriations 28,710,809 20,370,775 8,340,034 29%
Revenue over/(under) Expenditures and Appropriations 186,298 2,922,954 2,736,656 -1469%
Appropriated for 2020 Adopted Budget deficit 4,098,337 4,098,337 - 0% F
Funding from the 2019 Net Revenue
for Capital and Debt Service Funding 3,562,134 8,575,385 5,013,251 141% G

Reserve Activity (Funding)/Use:
Operating Reserve:
Used to fund utility vessel 140,000 140,000
Year-end replenishment - -
Emergency Reserve - -
Capital Reserve - -
Total Reserve Use 140,000 140,000 H

Revenue over/(under) Expenditures, Appropriations and
Reserve Activity 3 7,986,769 15,736,676

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 September 15, 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 September 15, 2020 is $22.4 million, $5.9 million below budgeted
revenue, a result of reducing generation in the first half of the year. This generation reduction was
driven by a combination of poor hydrology from warm, dry weather, as well as unfavorable energy
pricing because of significant demand reduction stemming from the COVID-19 pandemic.

After a relatively mild start to summer, a heat wave in mid-August caused power grid congestions and
increased energy demand (increased A/C use), which prompted CAISO to declare “rolling blackouts”.
As a result of these conditions, energy prices spiked to the historical average high for the month of
August. Due to this favorable price volatility, Power Sales revenue improved to 21% below budget,
compared to 47% below budget for the period ended June 30, 2020. In addition to higher prices, the
20,000 acre-feet sale yielded approximately an additional $2.5 million total during August and
September. Despite improved conditions, the poor start to the year will be difficult to overcome, and
has resulted in a year-end forecast of 2020 Power Sales revenue to be unfavorable as compared to
the budget.

Interest Income - Interest income for the period ended September 15, 2020 is 57% above the
conservative budget amount.

Expenditures:

Administration is over budget for the period ended September 15, 2020 by 20%, because of internal
labor costs related to the 2020 bond refinancing.

PCWA Power Division — Operating is under budget by 21% through the period ended September 15,
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,
legal, and consulting expenses contribute to this favorable variance.

Debt Service totaling $9.3 million will be paid in Quarter 4, and consists of the debt service payment
scheduled for October 2020 totaling $5.4 million, as well as $3.9 million to prefund debt service
scheduled for April 2021 to implement the prefunding program. The prefunding was approved by
the MFPFA Board in July 2020 to allow flexibility for current year revenue use (2020) because of the
new 2020 Bond covenants, along with a corresponding $3.6 million Budget Amendment to utilize
accumulated 2019 Net Revenue to increase Debt Service to the amount required to make the full
payments.



MIDDLE FORK PROJECT FINANCE AUTHORITY
Budget and Actual Schedule
Discussion of 2020 Budget to Actual Variances
For the Period Ended September 15, 2020
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Capital Projects:

Funding of the 2020 Capital Project appropriations were placed on hold early in the year as a result of
forecasted 2020 revenue being substantially below budget, with only $540,800 of the $10,081,366
adopted by the Board having been funded. In July 2020, in an effort to keep on track with the project
completion timeline as required by the FERC license, the Board approved utilizing $5.0 million of
accumulated 2019 Net Revenue to fund; 1) $2.9 million in FERC capital projects and 2) $2.1 million in
Renewal and Replacement projects: the Interbay Dam Sediment Removal Project and the Oxbow
Powerhouse Generator Excitation System Replacement Project. Including the use of accumulated
2019 Net Revenue, $5.6 million of the $10.1 million appropriated capital projects have been funded.
As forecasted revenue improves, there may be additional funding of 2020 Capital Project
appropriations from current year revenue, prior to year-end.

Appropriated Use of Funds:

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

Funding from the 2019 Net Revenue for Capital and Debt Service Funding:

From the total $20.9 million of accumulated 2019 Net Revenue, the Board approved $8.6 million for
use of current MFPFA needs; a Budget Amendment totaling $3.6 million necessary to implement the
debt service prefunding program and $5.0 million to fund 2020 capital projects. The $3.6 million
Budget Amendment is reflected in both the Year-to-Date Adjusted Budget and Actual amounts, while
the $5.0 million use for capital projects did not modify the Adjusted Budget and therefore is only
included in the Actual amount.

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:

43

MIDDLE FORK PROJECT FINANCE AUTHORITY
Reserve Schedule
For the Period Ended
September 15, 2020

Beginning 2020 Amount
2020 Balance Year-to-Date Balance Needed to
Target January 1, 2020 Activity September 15, 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 September 15, 2020

. . . Total Estimated | PTD Budget Budget Budget Budget Project-to-Date ) . 2020 . . . .
Project Project Description Project Cost (December 31, 2020 Adopted 2020 Budget Adjustments | Adjustments Adjustments Adjusted Budget Prior Years' Year-to-Date Project-to-Date CIosed_PmJecm Outstanding Prt_JJect-to-Date
No. (Note 1) 2019) Budget (Note 2) Funded (Note 2) Quarter 1 Quarter 2 Quarter 3 (September 15, Expenses Expenses Expenses (Minor) Encumbrances |Available Balance
(Note 3) (Note 3) (Note 3) 2020)
A B C D E F=A+B+C+D+E G H 1=G+H J K L=F-1+J-K

MINOR PROJECTS - TOTAL 2,028,223 - - (350,000) - (1,000,000) 678,223 18,511 12,498 31,010 - 11,189 636,024
MAJOR PROJECTS - AUTHORIZED
14007P__[French Meadows Powerhouse Reliability Upgrades Ongoing 1,533,427 450,000 - - (118,045) - 1,415,382 74,612 178,600 253,212 - 159,249 1,002,921
14003P__[Hell Hole Powerhouse Reliability Upgrades Ongoing 668,009 1,100,000 - - - - 668,009 46,188 53,233 99,421 - 34,508 534,080
14009P _ [Middle Fork Powerhouse Reliability Upgrades Ongoing 4,000,955 1,450,000 - - - - 4,000,955 126,838 365,011 491,849 - 1,220,851 2,288,255
14010P | Oxbow Powerhouse Reliability Upgrades Ongoing 1,002,315 950,000 399,685 - 351,375 - 1,753,375 109,913 222,879 332,792 - 528,333 892,250
12015A _[Project Wide Communications Upgrade 16,603,271 15,253,271 - - 350,000 - 1,000,000 16,603,271 13,611,727 668,524 14,280,251 - 2,305,623 17,397
12029A [Project Wide SCADA Reliability Upgrades 920,000 770,000 - - - - - 770,000 596,899 47,358 644,257 - 80,951 44,792
14041P _[Hell Hole Dam Core Raise 18,934,525 18,934,525 - - - - - 18,934,525 7,982,045 4,497,679 12,479,724 - 4,380,585 2,074,216
14012P _|Ralston Powerhouse Reliability Upgrades Ongoing 3,980,089 800,000 473,000 - (223,000) - 4,230,089 395,684 305,935 701,619 - 736,222 2,792,248
14013P [FERC License Implementation - Project Infrastructure 26,628,810 5,617,750 2,352,600 2,507,840 - 905,821 - 9,031,411 2,974,498 1,319,202 4,293,701 - 2,242,908 2,494,802
14014P [FERC License Implementation - Project Recreation Facilities 40,778,444 2,756,040 673,526 673,526 - - - 3,429,566 1,109,250 82,299 1,191,550 - 1,411,476 826,540
17004P _|French Meadows Forest Management 1,525,000 1,125,000 650,000 - - - - 1,125,000 575,137 56,438 631,575 - 55,001 438,424
20043P__|Sediment Removal 18,800,000 6,000,000 1,500,000 1,500,000 - - - 7,500,000 5,212,095 138,973 5,351,068 - 137,435 2,011,497
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 5,554,051 350,000 916,151 1,000,000 70,939,274 33,419,512 7,936,132 41,355,645 - 13,293,141 16,290,488
PROJECTS CLOSED IN 2020
MINOR PROJECTS - TOTAL 199,000 - - - - - 199,000 26,387 - 26,387 (172,613) - -
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) - 3,724,691 3,649,514 2,564 3,652,078 (172,613) - -
TOTAL CAPITAL PROJECTS 74,229,979 10,081,366 5,554,051 - - - 75,342,188 36,987,537 7,951,194 44,938,732 (172,613) 13,304,331 16,926,512

Note 1:  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 upgrades projects is defined as
"*Ongoing"* because underlying sub-projects will be added, completed and removed over time.

Note 2:  The 2020 Capital Project approved budget is $10,081,366. Appropriations funded to date total $5,554,051.

Note 3:  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 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.

During the 3rd Quarter, a total of $1,000,000 was transferred from the Existing Project Adjustment Fund, the New Project Development Fund, and the Project Wide Security Surveillance Improvements project, all Minor Projects, to the Project Wide Communication Upgrade project. This transfer was approved during the April 2020 MFPFA Board Meeting.
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Middle Fork Project Finance Authority
Power Sales Revenue
Budget to Actual 2020

$45,000,000

$40,000,000

$35,000,000 /

$30,000,000 /

$25,000,000

$20,000,000 / /<>

$15,000,000 / /

$10,000,000 //j// //

$5,000,000
~ —
> January February March April May June July August September * October November December

‘—.—Revenue Budget| $3,532,162 $6,866,072 $9,563,609 $11,668,891 $13,880,806 $16,612,247 $21,099,240 $25,926,883 $30,189,666 $30,365,207 $34,132,793 $38,643,064
‘+Actua| Revenue 1,600,062 2,696,224 3,481,603 4,543,913 5,671,238 8,799,750 11,899,863 19,125,237 22,376,842

* Actual Revenue presented above is through September 15, 2020, whereas the Budget is through September 30, 2020.
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Middle Fork Project Finance Authority
Power Operating Expenses
Budget to Actual 2020

$25,000,000

$20,000,000

$15,000,000

$10,000,000

/
/_/-/

$5,000,000

$-

January

February

March April May June July August September */  October November December

‘ —&— Operating Exp Budget

$1,726,565

3,389,490

6,538,257 | 8,444,672 | 10,370,456 | 13,261,899 | 15,597,188 | 17,008,323 | 19,667,343 | 21,330,268 | 23,184,111 | 27,666,538

‘+Op Exp Actual Cumulative

934,360

2,129,915

4,591,889 | 7,338,792 | 8,321,013 | 10,961,102 | 12,535,706 | 13,566,167 | 14,696,944

* Actual Operating Expenses presented above are through September 15, 2020, whereas the Budget is through September 30, 2020.
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MIDDLE FORK PROJECT E.3.

M EMOWRANUDUM

TO: Board of Directors Middle Fork Project Finance Authority

FROM: Joseph H. Parker, CPA, Treasurer

DATE: October 8, 2020

RE: Proposed 2021 MFP Finance Authority Annual Budget
Overview

Attached herewith is the Proposed 2021 Middle Fork Project Finance Authority (Authority)
Budget, totaling $43.9 million, which is comprised of a $33.9 million operating budget and a $10.0
million capital budget. The 5-year Budget is provided with 2020 Adjusted and Projection, the
Proposed 2021 Budget (amounts bolded), as well as the following four years (2022 - 2025) in the
following attached schedules:

e Budget Schedule Years 2020 - 2025

e Reserve Schedule Years 2020 - 2025

e MFP Capital Plan as funded by the Authority 2021 - 2025

In accordance with the Board’s General Financial Policies, the budget was prepared with the
consultation and involvement of both Placer County Water Agency (PCWA or Agency) and Placer
County staff for presentation to the Authority Board.

The following pages provide additional details regarding budgetary changes from 2020,
discussion and analysis, and other background information.

2021 Proposed Budget - Overview

Power Sales:
The proposed 2021 Power Sales revenue, comprised of energy and energy products, reflects
a $11.2 million increase, or 28.9% from the Adjusted 2020 Budget, which is primarily a result
of increased revenue from energy products, specifically resource adequacy. Energy and
ancillary services are sold directly in the CAISO while energy products are conveyed through
short-term bilateral agreements.
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The Energy component of the Power Sales budget is based on 80% of average generation, or
800,000 MWh each year and projected energy prices from the forward price curves. Based
on the forward energy price curves, prices have increased 6.9% as compared to the Adjusted
2020 Budget.

The Energy Products component of the Power Sales budget includes resource adequacy (RA),
renewable energy credits and carbon-free credits. Projected revenue from the bilateral
contracts is expected to increase $9.0 million, or 120%, as compared to the 2020 Adjusted
Budget, largely driven by an increase in prices for RA contracts. The advantageous pricing is
attributable to a decrease in available RA capacity caused by the retirement of thermal units
subject to the State Water Resources Control Board’s once-through-cooling requirements,
and a decline in the RA value of solar.

The 2021 Total Operating Expenditures have decreased by $3.5 million, or 9.3% compared with

the Adjusted 2020 Budget, due substantially to implementing the prefunding program for Debt

Service in 2020. The following discussion provides a comparison between the Adjusted 2020

Budget and the Proposed 2021 Budget for the Operating Budget Expenditures:

Administration:

The Proposed 2021 Budget amounts are similar to the 2020 Budget with a slight increase
in administration expenses of $25,000.

PCWA Power Division — Operating:
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Power Operations is increased by a net $380,000, or 2.7% from the Adjusted 2020
Budget. A significant portion of the increase is for Personnel Services, a result of the
estimated 1% COLA increase to labor, 2020 compensation study results, and other benefit
changes totaling $338,000. Additionally, Contracted Services increased $69,000, which
includes increases for stream gauging, consulting on FERC matters, and monitoring. These
increases are netted with a decrease in Operating Supplies totaling $49,000, including
decreases in fuel and oil, office supplies and equipment, and general repair and
maintenance costs.

General and Administrative is increased by $442,000, or 6.1%, primarily the result of an
increase in Personnel Services and Service Level Support totaling $357,000, which
includes the estimated 1% COLA increase to labor, compensation study results, other
benefit changes, and a new position which was previously under Power Resources
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Management. Operating Services contributed $87,000 to the overall increase, due to

rising insurance costs.

Natural Resources Management is decreased by $38,000, or .9%, which is attributed to
a decrease in Contracted Services totaling $432,000, mostly a result of foregoing cloud
seeding, as well as decreases for consulting and lobbying costs. This decrease is netted
with increases in FERC License Implementation costs of $246,000 due to the license
issuance in 2020 and projected first year expenditures in 2021, as well as increases to
Personnel Services totaling $102,000.

Power Resources Management for the energy marketing activities is expected to
decrease by a net $139,000, or 8.4% compared to the Adjusted 2020 Budget. Personnel
Services contributed $39,000 to this decrease due to transferring a position to General
and Administrative, netted with increases to labor and other benefit changes.
Additionally, Contracted Services decreased $58,000 for less projected legal and
consulting costs, and Operating Services decreased $46,000 for less forecasting and travel
expenses.

Routine Capital is decreased by $290,000, or 40.8%. The Routine Capital Budget is for
the purchase of replacement or new vehicles and equipment and varies annually based

on needs.

Debt Service is decreased by $3.9 million compared to the Adjusted 2020 Budget as a result of
implementing a debt service prefunding program. The reason for this is because the 2020 Bond
covenants require that debt service be paid to the next principal payment date in order to use
current revenue to fund capital projects. The debt service prefunding program was implemented
to provide flexibility and meet the Bond covenant requirements, while allowing for the current
year revenue to fund current year Capital Appropriations throughout the year.

In accordance with the prefunding debt service program, the 2020 Adjusted Budget includes both
the scheduled October 2020 payment and prefunding of the April 2021 payment, totaling $9.3
million. As the 2020 Refunding Bonds were issued in March 2020, there was not an April 2020
debt service payment, and instead the October 2020 payment consisted of both interest and
principal (whereas future years’ October payments consist of only interest). This resulted in 2020
Debt Service amount to include two principal payments, thus a $3.9 million decrease between
2020 and 2021.
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To continue the debt service prefunding program, the proposed 2021 Debt Service of $5.4 million
is comprised of the scheduled October 2021 debt service payment and prefunding of the April
2022 debt service payment. If this debt service prefunding program functions as intended, the
debt service will be approximately $5.4 million annually.

Capital Plan — The 2021 Capital Projects appropriations and 5-Year Capital Plan reflect necessary
investments in infrastructure, as determined by three significant factors: the implementation of
the new FERC license requirements as the license was issued June 8, 2020, any remaining
revenue enhancing projects and continual renewal and replacement of existing aging capital
infrastructure.

The Proposed 2021 MFP Capital Plan appropriations total $10.0 million, and are segmented into
three broad categories:

1. Upgrade or Enhancement Projects,

2. Renewal, Replacement and Reliability Projects, and

3. FERC License Implementation Projects.

Over the next 5-years, the Upgrade or Enhancement Projects total $6.4 million or 10% of the 5-

year amount and are considered “one-time” expenditures (performed every 20 — 30 years) as
these projects implement new technology and enhance generation flexibility for more efficient,
effective and improved generating or operating capabilities of the MFP.

The second category of Renewal, Replacement and Reliability Projects total $18.1 million or 27%

of the 5-year amount, with an annual average total of $3.5 million.

The FERC License Implementation Projects are also considered “one-time” capital projects which
total $42.8 million or 64% of the 5-year total Capital Plan. The issuance of the FERC License in
June 2020 begins a timeline under which certain capital projects must be completed in

accordance with the license requirements, ranging from 2 to 15 years. To meet this timeline, the
MFP will incur substantial capital outlay costs related to FERC Implementation in the next 5 years,
currently projected at $10 - $17 million per year, and which represents over half of the
anticipated capital outlay for FERC Implementation capital projects over the next 15 year horizon.

For years beyond 2025, capital projects will be comprised of nearly 50% of FERC Implementation
projects, and in total are anticipated to range from S6 - $10 million.
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Reserves — The Authority’s General Financial Policies adopted in July 2020, requires reserve
funding which is rooted in the Authority’s JPA requirement to establish and maintain prudent
reserve levels. This Policy sets forth three reserve categories: Operating, Capital, and Emergency.
Reserve funding and reporting is to be part of the annual budget process. The reserve category
full funding targets in priority funding order with the funding amount set by the Authority
Treasurer, as follows:

Operating Reserve: The Operating Reserve year-end funding target is one year of
operating expenditures, based on the Adopted Budget for the subsequent year, currently
proposed at $28.49 million for year-end 2020.

Emergency Reserve: The Emergency Reserve funding target is currently set at $2 million
to provide interim appropriations and immediate funding for unforeseen needs or events.

Capital Reserve: The Capital Reserve funding target is currently set at $20 million. Per
policy, the Capital Reserve account is to provide funds for appropriation of unforeseen
and unplanned capital needs.

Per Policy, the Operating Reserve is to be fully funded prior to funding the Emergency and Capital
Reserves, or reporting net revenue. Based on the 2020 Projection, all reserve targets will be fully
funded. Pursuant to the Authority’s General Financial Policy, funds shall be appropriated and
encumbered for the budgeted purposes once the Authority Board approves the annual budget.

Five Year Budget Schedule (2021 — 2025)

In the Budget Schedule, Power Sales revenue exhibits an increase in 2021 as a result of
anticipated increase in energy prices, as well as a significant increase in energy products revenue,
primarily a result of an increase in RA contract pricing. In years 2022-2025 revenue projections
decrease slightly as energy prices are expected to fall.

Also worth noting is that the 5-year Capital Plan increased $4.6 million from the 2020 5-year
Capital Plan to $67.3 million as a result of a significant ramp up in FERC related projects to meet
the timeline established by the issuance of the FERC license. The Proposed 2021 5-year Budget
is expected to use the Operating Reserves for years 2023 and 2024 to balance the respective
year’s Budgets in cases where projected Expenditures and Appropriations exceed projected
Revenue, a result of the significant capital outlay for FERC. However, after this 5-year period
when the bulk of the FERC license capital projects are completed, the Operating Reserves are
expected to be replenished and net revenue more available.
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MIDDLE FORK PROJECT FINANCE AUTHORITY
Budget Schedule
Years 2020 - 2025

Revenue:
Power Sales (Note 1)
Energy $
Energy Products

Total Power Sales
Interest Income

Total Revenue

Expenditures and Other Uses:
Administration:
Operating Supplies/Services
Administration
Professional Services

Total Administration Expenditures

PCWA Power Division - Operating:
Power Operations
General and Administrative
Natural Resources Management
Power Resources Management
Routine Capital

Total PCWA Power Division - Operating

Debt Service (Note 2)

Total Operating Expenditures

Capital Investment Program Appropriations:
Upgrades
Renewal, Replacement and Reliability
FERC License Implementation Projects

Total Appropriations to Capital Projects

Total Expenditures and Appropriations

Revenue over/(under) Expenditure and Appropriations

Appropriation (for Next Year's)
from Prior Year's Budget (Sec 3.2.7)
Funding from the 2019 Net Revenue for
Capital and Debt Service Funding (Note 3)

(To)/From Reserves

Net Revenue $

Reserves - Projected Year-End Balances:
Operating Reserve S

Emergency Reserve

Capital Reserve

Total S

Adjusted Projection

2020 2020
31,149,760 26,000,000
7,493,304 7,113,000
38,643,064 33,113,000
1,000,000 1,000,000
39,643,064 34,113,000
2,000 5,000
98,000 135,000
50,000 50,000
150,000 190,000
14,134,915 14,134,915
7,302,897 6,170,000
4,165,751 2,830,894
1,645,742 1,545,750
710,000 710,000
27,959,305 25,391,559
9,252,864 9,252,864
37,362,169 34,834,423
3,350,000 3,350,000
3,550,000 3,550,000
3,181,366 3,181,366
10,081,366 10,081,366
47,443,535 44,915,789
(7,800,471) (10,802,789)
4,098,337 4,098,337
3,562,134 8,575,385
140,000 (520,933)
- 1,350,000
27,829,305 28,490,238
2,000,000 2,000,000
20,000,000 20,000,000
49,829,305 50,490,238

Proposed Projected Projected Projected Projected
2021 2022 2023 2024 2025
33,306,000 32,793,600 32,281,200 31,768,800 31,256,400
16,494,000 16,506,400 16,618,800 16,631,200 16,643,600
49,300,000 49,300,000 48,900,000 48,400,000 47,900,000

400,000 400,000 400,000 400,000 400,000
50,200,000 49,700,000 49,300,000 48,800,000 48,300,000
5,000 5,100 5,200 5,300 5,400
120,000 123,200 126,400 130,500 134,700
50,000 51,300 52,600 54,000 55,400
175,000 179,600 184,200 189,800 195,500
14,514,844 14,878,000 15,250,000 15,631,000 16,022,000
7,745,383 7,939,000 8,137,000 8,340,000 8,549,000
4,128,179 4,020,240 4,265,000 3,718,000 2,713,000
1,506,832 1,545,000 1,584,000 1,624,000 1,665,000
420,000 600,000 700,000 500,000 700,000
28,315,238 28,982,240 29,936,000 29,813,000 29,649,000
5,393,750 5,399,750 5,404,250 5,407,000 5,407,750
33,883,988 34,561,590 35,524,450 35,409,800 35,252,250
4,725,000 290,000 450,000 575,000 350,000
2,425,000 3,500,000 6,050,000 2,650,000 3,500,000
2,899,060 13,285,400 7,802,600 12,878,400 5,932,000
10,049,060 17,075,400 14,302,600 16,103,400 9,782,000
43,933,048 51,636,990 49,827,050 51,513,200 45,034,250
6,266,952 (1,936,990) (527,050) (2,713,200) 3,265,750
(2,895,350) 2,895,350 - - -
(671,602) (958,360) 527,050 2,713,200 (3,265,750)
2,700,000 - - - -
29,161,840 30,120,200 29,593,150 26,879,950 30,145,700
2,000,000 2,000,000 2,000,000 2,000,000 2,000,000
20,000,000 20,000,000 20,000,000 20,000,000 20,000,000
51,161,840 52,120,200 51,593,150 48,879,950 52,145,700

Note 1: Power Sales are subject to significant fluctuation in both energy prices and hydrology. Energy revenue is budgeted based on 80% of average generation, relying on operating reserves to cover short periods of drought or mechanical outages.

Energy Products are budgeted based on bilateral contracts, market prices, and expected transactions. Years 2021-2025 are based on projections determined by the Energy Marketing Management team.

Note 2: At December 31, 2020, the debt outstanding will total $60.64 million. An additional $2.4 million in principal and $1.5 million in interest has been prefunded, and is being held by the Trustee at December 31, 2020.

Note 3: Funding from the 2019 Net Revenue for Capital and Debt Service Funding includes a $3.6 million approved Budget Amendment to prefund Debt Service, and $5.0 million utilized to fund 2020 Capital Projects. The Adjusted 2020 amount includes
only the Debt Service Budget Amendment, whereas the Projected 2020 amount includes both uses. The Adjusted 2020 amount does not include the $5.0 Capital Project use since the funding did not adjust the Budget, and is accounted for only in

actual (Projected) amounts.
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MIDDLE FORK PROJECT FINANCE AUTHORITY
Reserve Schedule
Years 2020 - 2025

Operating Reserve [First Priority - (Note 1)]:
Beginning of Year
Contributions and Uses
Balance End of Year
Amount Needed to Meet Target, if any

Emergency Reserve [Second Priority - (Note 2)]:
Beginning of Year
Contributions and Uses
Balance End of Year

Capital Reserve [Third Priority - (Note 3)]:
Beginning of Year
Contributions and Uses
Balance End of Year

Total Reserve Balance

Note 1: The Operating Reserve year-end funding target is one year of operating
expenditures, based on the budget for the subsequent year, currently set at $28.49
million for 2020. Targets in the above schedule for years 2021-2024 are based on
operating expenditure projections for each following year. The target for 2025 is
set at a preliminary projection of 2026 operating expenditures. The Operating
Reserve account is to provide readily available cash to operate the MFP under
conditions of significantly reduced revenue due to hydrology, energy prices and/or
prolonged outages or unanticipated variations in expenses.

Note 2: The Emergency Reserve funding target is currently set at $2 million to provide
interim appropriations and immediate funding for unforeseen needs or events.
PCWA will annually assess the level of Emergency Reserve and the Authority
Treasurer will propose recommended changes as needed for Board approval.

Note 3: The Capital Reserve funding target is currently set at $20 million. Per policy, the
Capital Reserve account is to provide funds for appropriation of unforeseen and

unplanned capital needs.
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Adjusted Projection Proposed Projected Projected Projected Projected
2020 2020 2021 2022 2023 2024 2025
S 27,969,305 27,969,305 28,490,238 29,161,840 30,120,200 29,593,150 26,879,950
(140,000) 520,933 671,602 958,360 (527,050) (2,713,200) 3,265,750
S 27,829,305 28,490,238 29,161,840 30,120,200 29,593,150 26,879,950 30,145,700
S (660,933) - - - (409,650) (2,964,550) (553,000)
$ 2,000,000 2,000,000 2,000,000 2,000,000 2,000,000 2,000,000 2,000,000
S 2,000,000 2,000,000 2,000,000 2,000,000 2,000,000 2,000,000 2,000,000
$ 20,000,000 20,000,000 20,000,000 20,000,000 20,000,000 20,000,000 20,000,000
$ 20,000,000 20,000,000 20,000,000 20,000,000 20,000,000 20,000,000 20,000,000
S 49,829,305 50,490,238 51,161,840 52,120,200 51,593,150 48,879,950 52,145,700
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As Funded by the Middle Fork Project Finance Authority
2021-2025

PLACER COUNTY WATER AGENCY

MFP Capital Plan

Total
Project . . Project Project Estimated Prior Proposed Projected Projected Projected Projected TOTAL
Project Description A "
No. Lead Type Project Cost Funding 2021 2022 2023 2024 2025 2021-2025
(Note 2)
MINOR PROJECTS - TOTAL 400,000 - - - - 400,000
MAJOR PROJECTS - AUTHORIZED: (Note 1)
17004P |[French Meadows Forest Management PWR Environmental $ 2,200,000 1,125,000 250,000 100,000 50,000 - - 400,000
14007P |[French Meadows Powerhouse Reliability Upgrades PWR Plant Ongoing 1,415,382 950,000 2,670,000 450,000 400,000 100,000 4,570,000
14003P [Hell Hole Powerhouse Reliability Upgrades PWR Plant Ongoing 668,009 1,100,000 - - - - 1,100,000
14009P [Middle Fork Powerhouse Reliability Upgrades PWR Plant Ongoing 4,000,955 2,550,000 - 100,000 250,000 - 2,900,000
14010P [Oxbow Powerhouse Reliability Upgrades PWR Plant Ongoing 1,753,375 350,000 700,000 650,000 75,000 150,000 1,925,000
12029A |Project Wide SCADA Reliability Upgrades PWR SCADA 920,000 770,000 150,000 - - - - 150,000
14012P [Ralston Powerhouse Reliability Upgrades PWR Plant Ongoing 4,230,089 1,400,000 320,000 250,000 1,500,000 3,600,000 7,070,000
14013P |FERC License Implementation - Project Infrastructure PWR Plant 28,800,000 9,031,411 2,583,060 8,691,400 2,406,600 5,077,400 - 18,758,460
14014P |[FERC License Implementation - Project Recreation Facilities ENG Environmental 51,450,000 3,429,566 316,000 4,594,000 5,396,000 7,801,000 5,932,000 24,039,000
20043P [Sediment Removal PWR Plant Ongoing 6,000,000 - - 5,000,000 1,000,000 - 6,000,000
SUBTOTAL - MAJOR AUTHORIZED PROJECTS 9,649,060 17,075,400 14,302,600 16,103,400 9,782,000 66,912,460
TOTAL CAPITAL PROJECTS 10,049,060 17,075,400 14,302,600 16,103,400 9,782,000 67,312,460

Note 1: Major Projects are projects that exceed $1 million in total estimated project cost. These 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.
Note 2: Total Estimated Project Cost may include prior funding and completed sub-projects. These costs for the powerhouse reliability projects

are defined as "Ongoing" because underlying sub-projects will be added, completed and removed over time. Stand alone Project Cost

estimates are continually updated as the scope of the project may evolve over time.
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PLACER COUNTY WATER AGENCY
MFP Capital Plan
As Funded by the Middle Fork Project Finance Authority
2021 - 2025

Minor Projects - Total

Minor Projects - Total is comprised of the following sub-projects:

1. New Project Development Fund

2021 2022 2023 2024 2025
Funding Source Proposed Projected Projected Projected Projected Total
Middle Fork Project Finance Authority S 400,000 - - - - 400,000

Minor Projects are defined as projects with a total estimated project cost equal to or less than $1 million dollars and are included in the MFPFA Capital Plan as one total amount. This amount is comprised of a variety of sub-
projects that will be allocated, administered and accounted for as "Projects" through PCWA's budget and accounting system, as PCWA is the lead entity for MFP projects.
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PLACER COUNTY WATER AGENCY
MFP Capital Plan
As Funded by the Middle Fork Project Finance Authority
2021 - 2025

French Meadows Forest Management Project Number: 17004P
Project Category: Major-Authorized
Project Lead: Power
Project Type: Environmental

The Agency is partnering with the Tahoe National Forest, The Nature
Conservancy, American River Conservancy, and the University of California, Sierra
Nevada Research Institute on the French Meadows Forest Management project.
The aim of the French Meadows Forest Management project is to increase the
pace and scale of forest restoration in a critical municipal watershed, using an
approach of ecologically-based forest management.

o
s AN,

Total Estimated 2021 2022 2023 2024 2025
Funding Source Project Cost Proposed Projected Projected Projected Projected Total
Middle Fork Project Finance Authority S 2,200,000 250,000 100,000 50,000 - - 400,000

This project is a Major Project, or project category, with a total estimated project cost at more than $1 million, as defined by MFPFA policy as Potential, Planned or Authorized. Major Projects may be comprised of a variety of sub-
projects that will be allocated, administered and accounted for as separate “Projects” through PCWA'’s accounting system, as PCWA is the lead entity for MFP projects.
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PLACER COUNTY WATER AGENCY
MFP Capital Plan
As Funded by the Middle Fork Project Finance Authority
2021 - 2025

French Meadows Powerhouse Reliability Upgrades Project Number: 14007P
Project Category: Major-Authorized
Project Lead: Power
Project Type: Plant

Powerhouse reliability upgrades encompass projects that will sustain or increase
generator availability (the percentage of time a generator is available to be
synchronized to the grid and produce electricity) and projects that will improve
employee safety.

1. Cooling and Sump Pumps Control Upgrade

2. Generator Protection Upgrade

3. Plant Remote Terminal Unit

4. Turbine Pressure Reducing Valve Replacement

French Meadows Powerhouse

Total Estimated 2021 2022 2023 2024 2025
Funding Source Project Cost Proposed Projected Projected Projected Projected Total
Middle Fork Project Finance Authority Ongoing S 950,000 2,670,000 450,000 400,000 100,000 4,570,000

This project is a Major Project, or project category, with a total estimated project cost at more than $1 million, as defined by MFPFA policy as Potential, Planned or Authorized. Major Projects may be comprised of a variety of sub-
projects that will be allocated, administered and accounted for as separate “Projects” through PCWA'’s accounting system, as PCWA is the lead entity for MFP projects.
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PLACER COUNTY WATER AGENCY
MFP Capital Plan
As Funded by the Middle Fork Project Finance Authority
2021 - 2025

Hell Hole Powerhouse Reliability Upgrades Project Number:
Project Category:

Project Lead:

Project Type:

14003P

Major-Authorized
Power
Plant

Powerhouse reliability upgrades encompass projects that will sustain or increase
generator availability (the percentage of time a generator is available to be
synchronized to the grid and produce electricity) and projects that will improve
employee safety.

1. Hell Hole Governor Upgrade
2. Hell Hole Outlet Pipe Inspection
3. Hell Hole Substation Rebuild

" Hell Hole Substation

Total Estimated 2021 2022 2023 2024 2025
Funding Source Project Cost Proposed Projected Projected Projected Projected Total
Middle Fork Project Finance Authority Ongoing S 1,100,000 - - - - 1,100,000

This project is a Major Project, or project category, with a total estimated project cost at more than $1 million, as defined by MFPFA policy as Potential, Planned or Authorized. Major Projects may be comprised of a variety of sub-

projects that will be allocated, administered and accounted for as separate “Projects” through PCWA'’s accounting system, as PCWA is the lead entity for MFP projects.
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PLACER COUNTY WATER AGENCY
MFP Capital Plan
As Funded by the Middle Fork Project Finance Authority
2021 - 2025

Middle Fork Powerhouse Reliability Upgrades Project Number: 14009P
Project Category: Major-Authorized
Project Lead: Power
Project Type: Plant

Powerhouse reliability upgrades encompass projects that will sustain or increase : ; : Middle Fork Powerhouse* *|
generator availability (the percentage of time a generator is available to be : e e
synchronized to the grid and produce electricity) and projects that will improve
employee safety.

1. Switchyard Upgrades
2. Interbay Dam Radial Gate Hoist Improvement

Total Estimated 2021 2022 2023 2024 2025
Funding Source Project Cost Proposed Projected Projected Projected Projected Total
Middle Fork Project Finance Authority Ongoing S 2,550,000 - 100,000 250,000 - 2,900,000

This project is a Major Project, or project category, with a total estimated project cost at more than $1 million, as defined by MFPFA policy as Potential, Planned or Authorized. Major Projects may be comprised of a variety of sub-
projects that will be allocated, administered and accounted for as separate “Projects” through PCWA'’s accounting system, as PCWA is the lead entity for MFP projects.
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PLACER COUNTY WATER AGENCY
MFP Capital Plan
As Funded by the Middle Fork Project Finance Authority
2021 - 2025

Oxbow Powerhouse Reliability Upgrades Project Number: 14010P
Project Category: Major-Authorized
Project Lead: Power
Project Type: Plant

Powerhouse reliability upgrades encompass projects that will sustain or increase & i g™ e
generator availability (the percentage of time a generator is available to be N : i .
synchronized to the grid and produce electricity) and projects that will improve
employee safety.

1. HVAC Upgrade

2. Generator Protection Upgrade

3. Afterbay Dam Radial Gate Hoist Improvement

4. Transformer, Bus & T-Line Protection Replacement

Total Estimated 2021 2022 2023 2024 2025
Funding Source Project Cost Proposed Projected Projected Projected Projected Total
Middle Fork Project Finance Authority Ongoing S 350,000 700,000 650,000 75,000 150,000 1,925,000

This project is a Major Project, or project category, with a total estimated project cost at more than $1 million, as defined by MFPFA policy as Potential, Planned or Authorized. Major Projects may be comprised of a variety of sub-
projects that will be allocated, administered and accounted for as separate “Projects” through PCWA’s accounting system, as PCWA is the lead entity for MFP projects.
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PLACER COUNTY WATER AGENCY
MFP Capital Plan
As Funded by the Middle Fork Project Finance Authority
2021 - 2025

Project Wide SCADA Reliability Upgrades Project Number: 12029A
Project Category: Major-Authorized
Project Lead: Power
Project Type: SCADA

This project encompasses equipment upgrades and replacements for the MFP
Supervisory Control And Data Acquisition (SCADA) network. These upgrades
coincide with the MFP Communications Upgrade Project to insure SCADA network
reliability and network cyber security.

Total Estimated 2021 2022 2023 2024 2025
Funding Source Project Cost Proposed Projected Projected Projected Projected Total
Middle Fork Project Finance Authority S 920,000 150,000 - - - - 150,000

This project is a Major Project, or project category, with a total estimated project cost at more than $1 million, as defined by MFPFA policy as Potential, Planned or Authorized. Major Projects may be comprised of a variety of sub-
projects that will be allocated, administered and accounted for as separate “Projects” through PCWA's accounting system, as PCWA is the lead entity for MFP projects.
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PLACER COUNTY WATER AGENCY
MFP Capital Plan
As Funded by the Middle Fork Project Finance Authority
2021 - 2025

Ralston Powerhouse Reliability Upgrades Project Number: 14012P
Project Category: Major-Authorized
Project Lead: Power
Project Type: Plant

Powerhouse reliability upgrades encompass projects that will sustain or increase
generator availability (the percentage of time a generator is available to be
synchronized to the grid and produce electricity) and projects that will improve
employee safety.

1. Transformer & Bus Protection Replacement
2. Tunnel Intake Trash Rack Cleaner Upgrade
3. Penstock Coupling Investigation

4. Penstock Access Improvements

Ralston Powerhouse

Total Estimated 2021 2022 2023 2024 2025
Funding Source Project Cost Proposed Projected Projected Projected Projected Total
Middle Fork Project Finance Authority Ongoing S 1,400,000 320,000 250,000 1,500,000 3,600,000 7,070,000

This project is a Major Project, or project category, with a total estimated project cost at more than $1 million, as defined by MFPFA policy as Potential, Planned or Authorized. Major Projects may be comprised of a variety of sub-
projects that will be allocated, administered and accounted for as separate “Projects” through PCWA'’s accounting system, as PCWA is the lead entity for MFP projects.
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PLACER COUNTY WATER AGENCY
MFP Capital Plan
As Funded by the Middle Fork Project Finance Authority
2021 - 2025

FERC License Implementation - Project Infrastructure Project Number: 14013P
Project Category: Major-Authorized
Project Lead: Power
Project Type: Plant

These capital projects consist of infrastructure work required under the new FERC Intefbay Dam
license. The work includes:

Hell Hole Dam Seasonal Storage

Hell Hole Dam Outlet Works Upgrade

LL Anderson Dam Outlet Works Upgrades

Interbay Dam Outlet Works Upgrade & Stream Gage Installation
Duncan Creek Diversion Dam Upgrade & Recreation Trail

North Fork Long Canyon Diversion Uprades

South Fork Long Canyon Diversion Uprades

Middle Fork Project Power and Communication Pole Upgrades
Middle Fork Project Cooperative Road Management

XN AEWN R

Total Estimated 2021 2022 2023 2024 2025
Funding Source Project Cost Proposed Projected Projected Projected Projected Total
Middle Fork Project Finance Authority S 28,800,000 2,583,060 8,691,400 2,406,600 5,077,400 - 18,758,460

This project is a Major Project, or project category, with a total estimated project cost at more than $1 million, as defined by MFPFA policy as Potential, Planned or Authorized. Major Projects may be comprised of a variety of sub-
projects that will be allocated, administered and accounted for as separate “Projects” through PCWA'’s accounting system, as PCWA is the lead entity for MFP projects.
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PLACER COUNTY WATER AGENCY
MFP Capital Plan
As Funded by the Middle Fork Project Finance Authority
2021 - 2025

FERC License Implementation - Project Recreation Facilities Project Number: 14014P
Project Category: Major-Authorized
Project Lead: Engineering
Project Type: Environmental

This project consists of work to rehabilitate recreational facilities that will be
required by the new FERC license. The work includes:

1. Middle Fork Powerhouse Pedestrian Bypass
2. Middle Meadows Campground Water Supply

Total Estimated 2021 2022 2023 2024 2025
Funding Source Project Cost Proposed Projected Projected Projected Projected Total
Middle Fork Project Finance Authority S 51,450,000 316,000 4,594,000 5,396,000 7,801,000 5,932,000 24,039,000

This project is a Major Project, or project category, with a total estimated project cost at more than $1 million, as defined by MFPFA policy as Potential, Planned or Authorized. Major Projects may be comprised of a variety of sub-
projects that will be allocated, administered and accounted for as separate “Projects” through PCWA'’s accounting system, as PCWA is the lead entity for MFP projects.
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PLACER COUNTY WATER AGENCY

MFP Capital Plan

As Funded by the Middle Fork Project Finance Authority
2021 - 2025

Sediment Removal

Project Number:

20043pP

Project Category: Major-Authorized
Project Lead: Power
Project Type: Plant

The project includes removing accumulated sediment from Middle Fork Interbay
regulating reservoir within the Middle Fork American River Hydroelectric Project.
Work in Interbay will be limited to a five-week-long system outage in October

2020 when reservoir levels can be lowered.

Included in the work will be

sediment excavation, hauling, processing, and placement at select sacrificial
sediment augmentation locations, permanent fill embankment, and temporary fill

embankment locations.

Sediment Removal

Total Estimated 2021 2022 2023 2024 2025
Funding Source Project Cost Proposed Projected Projected Projected Projected Total
Middle Fork Project Finance Authority Ongoing - 5,000,000 1,000,000 - 6,000,000

This project is a Major Project, or project category, with a total estimated project cost at more than $1 million, as defined by MFPFA policy as Potential, Planned or Authorized. Major Projects may be comprised of a variety of sub-
projects that will be allocated, administered and accounted for as separate “Projects” through PCWA's accounting system, as PCWA is the lead entity for MFP projects.
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E.4.
MIDDLE FORK PROJECT

M EM OWRANDUM

TO: Middle Fork Project Finance Authority Board of Directors

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

DATE: October 8, 2020

RE: Middle Fork American River Hydroelectric Project Strategic Business Plan

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, pursuant to its Energy Marketing Oversight Policy
(EMOP), revised and adopted on January 17, 2019 , is in part required to “create a Strategic
Business Plan (SBP) to provide guidance to Agency and County management and staff regarding
power marketing strategies, concepts, and operational needs. The Plan shall be updated every
five years or as energy market conditions evolve”.

Pursuant to provisions of the EMOP, Authority and Agency staff collaborated on the development
of a Strategic Business Plan, addressing the current and near-term energy market outlook for the
Middle Fork Project (MFP).

DISCUSSION

The SBP is the result of a coordinated effort between Authority and Agency staff, including an
assessment of MFP strengths, weaknesses, challenges and opportunities by senior management,
and input from outside consultants with expertise in California, western region and US energy
markets.

The SBP characterizes the current and near-term energy market environment and develops a
series of goals, objectives and strategies that (i) are aligned with the MFP’s prioritized objectives
and (ii) proactively address an evolving energy market.

Although an SBP is required every five years per the EMOP, the current Plan will be reviewed
annually and updated as necessary.
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Middle Fork American River Hydroelectric Project
Strategic Business Plan

October 2020

Introduction

The Middle Fork American River Hydroelectric Project (MFP) is a multi-purpose water supply and
hydro-electric project owned and operated by the Placer County Water Agency (Agency or
PCWA). The MFP is operated to provide a reliable and sustainable water supply to Placer County
(County), and to optimize revenue from the sale of electric energy and energy-related products.

The Agency and County have a joint interest for the safe and efficient operation of the MFP,
formalized through the Middle Fork Project Finance Authority (Authority or MFPFA) - a joint
powers agency that oversees MFP energy contracting and financial matters.

The Placer County Water Agency Act, which is part of the Water Code of the State of California,
dictates that the Agency and the County approve any new contracts for the sale of electric energy
generated from the MFP and the spending of revenues therefrom. To expedite the fulfillment of
these joint responsibilities, a Joint Exercise of Powers Agreement (the JPA Agreement or JPA)
creating the Authority was executed on January 10, 2006. The JPA Agreement provides that the
Agency shall continue to own, manage, operate, and maintain the MFP, but that the revenue
from the sale of future electrical energy contracts and related services shall be payable directly
to the Authority. In addition, the JPA agreement sets forth certain Authority powers including
the review and approval of MFP Budgets and energy transactions, issue bonds, transfer funds,
invest monies, and distribute revenues. The Agency’s responsibilities are to manage, operate,
and maintain the MFP, and execute energy transactions.

This Strategic Business Plan (the “Plan”) is intended to provide guidance to management and an
overview to stakeholders and interested parties of the environment in which the MFP operates,
and a summary of the opportunities and challenges confronting the MFP over the next five years.

This Plan was developed pursuant to a 2018 assessment of MFP Strengths, Weaknesses,
Opportunities and “Threats” (or challenges) or “SWOT”, by senior managers at the Agency and
Placer County. The results of the SWOT process were assessed and summarized, and then
reviewed with senior management, establishing a blueprint for this Plan.

Middle Fork Project Mission Statement

a) To benefit the citizens of Placer County with reliable, high-quality water supplies and
sustainable, renewable power generation from the MFP.

b) To optimize the sale of MFP electric energy and energy attributes, while ensuring safe and
reliable operations.

c) To enhance recreational activities and responsibly protect the environment through
stewardship.

d) To manage the operations and energy transactions within a fiscally responsible
framework.
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History of the Middle Fork Project

Background

In 1961, with 95% approval of Placer County voters, a $140 million revenue bond was authorized
to fund the construction of the MFP as a multi-purpose water supply and hydro-power
generation project, designed to conserve and control waters of the Middle Fork American River,
the Rubicon River, and several associated tributary streams. The MFP provides reliable, high-
quality water to PCWA customers in western Placer County, and generates revenue from the sale
of hydro-electric energy produced from assets consisting of two large water storage reservoirs,
two small regulating reservoirs, and five powerhouses with 232.4 megawatts (“MW”) of reliable
generating capacity.

In 1963, the Agency was granted a 50-year license by the Federal Power Commission (which, in
1977 became the Federal Energy Regulatory Commission or “FERC”) for the MFP, and entered
into a 50-year power sales contract with Pacific Gas & Electric Company (PG&E). Under the
contract that expired in March of 2013, PG&E paid all MFP operating and debt service costs in
return for 100% of the MFP’s power output.

Between 2003 and 2012, prior to the expiry of the Agency’s FERC operating license on March 1,
2013, Agency staff prepared and concluded all technical, environmental, and economic
assessments to support re-licensing of the MFP.

Following the March 2013 expiration of the original FERC operating license, the MFP operated
under an interim FERC license with provisions mirroring the original license.

OnJune 8, 2020, the Middle Fork American River Project was issued a new, 40-year, FERC license;
the result of 15 years of preparation and collaboration between the Agency and County and
costing $30 million. In part, under the new license, the Agency will increase stream-flows to
support environmental and recreational resources, improve recreational assets, and invest in
infrastructure projects to enhance MFP operations and environmental conditions.

Operations

With approximately 347,000 acre-feet of gross water storage capacity and 232.4 MWs of reliable
generating capacity, the MFP produces an average 1 million Mega-Watt Hours (MWhs) of
renewable, carbon-free, electric energy each year, albeit subject to substantial year-to-year
variations in output, given large variability in annual hydrology (i.e. year-to-year variations in
winter rain and snowfall).

Peak annual output from the MFP was observed in 1983 at 1.815 million MWhs, while the
minimum annual output occurred in 1977 at 0.211 million MWhs.

Prior to the expiration of the original 50-year contract with PG&E, the Authority conducted a
competitive market solicitation, awarding a short-term contract (4 years and 8 months) to PG&E,
extending through December 31, 2017. Under that contract, PG&E’s role was limited to the
scheduling coordination function and the purchase of MFP energy and energy-related attributes.
All marketing decisions were made by the Agency’s Energy Marketing team.

With the 2013 interim sales contract in place with PG&E, the Agency and Authority: (a)
developed in-house energy marketing and risk management capabilities, back-office
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functionality (supporting marketing and third-party sales), and fundamental market expertise;
(b) received certification as a California Independent System Operator (CAISO) scheduling
coordinator; and (c) revised its operating, energy marketing, and finance over-sight policies to
reflect changing market dynamics.

At midnight on January 1, 2018, the Agency assumed full control of the marketing and scheduling
coordination function associated with MFP energy.

Separately and over the past 10 years, the Agency completed significant upgrades and
replacement projects, enhancing MFP reliability and operational flexibility, and supporting
increased MFP energy product offerings.

California’s Energy Market

The MFP operates within a dynamic and evolving western regional market that is impacted by
energy supply and demand fundamentals, infrastructure availability and outages, weather, and
regulatory and legislative actions, all of which affect day-to-day operating decisions.

The following discussion focuses on those influences having the largest impact on the MFP.

The Current Market Environment

California power demand, which averages 28,780 MWh/h, has been trending flat to slightly down
over the past decade, reflecting modest declines in commercial and industrial demand. This trend
is expected to continue for the foreseeable future.

California generates 79% of the power it consumes in-state, almost half of which is produced from
natural gas, which also represents the marginal fuel, setting wholesale power prices across the
state, and at 35,480 MWs, represents 47.4% (2019) of California’s installed generating capacity.

Given its reliance on natural gas as a power generation fuel, California has benefitted from the US
shale revolution, which has not only supported a 64% increase in US natural gas production over
the past decade, and made the US self-sufficient in natural gas, but has taken wholesale natural
gas prices from $11 per MMBtu in mid-2008 to $2 per MMBtu today. The decline in natural gas
prices since 2008 has translated into lower northern California wholesale power prices by more
than $20 per MWh.

Given a very large shale resource, in the early stages of development, and on-going innovations
in drilling and completion techniques, US natural gas supply is expected to be abundant and
available at or near current prices at least through the balance of the decade.

The benefits of US natural gas supply growth from shale notwithstanding, widespread failures of
California’s energy infrastructure are restricting the state’s ability to import natural gas in
sufficient quantities to meet demand, increasing the risk of supply scarcity at market centers in
California (i.e. PG&E Citygate and SoCal Citygate), reflected in elevated natural gas prices, price
spikes, and increased price volatility.

Currently, 1/6%™ of PG&E’s natural gas import capacity, 1/3™ of Southern California Gas Company’s
(SoCalGas) natural gas import capacity, and 42% of SoCalGas’ natural gas storage capacity are
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impaired. Neither PG&E nor SoCalGas have indicated timeframes in which they expect to restore
that capacity.

Given age and neglect, the risk of further unplanned outages affecting California’s energy
infrastructure is high. As well, the high cost to repair and/or replace this infrastructure, coupled
with long timeframes to effect repairs, will sustain upward pressure and volatility on natural gas
prices at California’s market centers.

On balance, however, and despite its infrastructure issues, California’s flat to declining power
demand profile, coupled with its heavy reliance on abundant, but relatively inexpensive natural
gas, should keep energy prices stable near current levels over the next decade or two. The
implications for MFP energy market prices are clear: natural gas will continue to set electric
power prices for the foreseeable future, effectively capping the value of MFP energy and driving
the Agency’s energy marketing strategies.

Transition to a Zero-Carbon Power Supply

California has adopted legislation, including a renewable portfolio standard (RPS), that requires
an aggressive shift in the makeup of the state’s power supply portfolio, away from power
generated from fossil fuels (coal, natural gas and oil) and nuclear, and towards power generated
from renewable, low or zero-carbon emitting resources, such as wind, solar, small hydro (< 30
MW), biomass, and geothermal.

On September 10, 2018, California Governor, Jerry Brown, signed Senate Bill 100 (“SB 100”) into
law, establishing an RPS of 50% by December 31, 2026, and 60% by December 31, 2030, and
requiring 100% of the power consumed in California to be carbon-free by 2046.

Over the past 5-years, reflecting increased California renewables generation, power price
volatility has risen substantially, including the occurrence of negative energy prices. That s, there
are times of the day, during parts of the year, when California’s power generation exceeds
demand, resulting in negative power prices.

The issue is highlighted in the following chart, which illustrates the impact of increasing levels of
renewable generation (solar and wind generation) on the net load that must be served by
California’s remaining power resources. The chart, which is referred to as the “duck curve” (given
the shape of the curve resembles a duck), highlights the mismatch between renewable
generation and California power demand.
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Under the current demand profile, California power demand peaks between 5 am and 8 am and
between 4 pm and 9 pm; however, solar generation peaks around 2 pm, then declines rapidly,
requiring other generation resources to quickly ramp, allowing the market to balance and
ensuring grid integrity. And as California continues to displace nuclear and fossil fuel generation
with renewables, the “belly” of the duck deepens, increasing, not only the need for intra-day
ramping of flexible, reliable generation resources, but the stress on grid reliability and standby
generation resources.

To help manage its ramping needs and reduce its reliance on natural gas-fired generation,
California is targeting the installation of large-scale battery storage capacity. However, there are
significant challenges with this approach, given that battery technology, at the scale California
needs, is new, largely untested, expensive, and has a significant carbon-footprint.

For the MFP, California’s RPS and zero-carbon emitting initiatives represent an opportunity to
leverage its operating flexibilities to assist the CAISO in managing supply and demand in a
dynamic, evolving, renewable-centric market. The MFP’s operating flexibility gives it battery-like
qualities - i.e. the ability to quickly and reliably generate more energy in high-demand periods,
and less or zero energy in low-demand periods. Because of its inherent flexibility, the MFP can
optimize revenue through the dispatch of its renewable, carbon-free energy resource.

As SB 100 is implemented and California becomes more reliant on less reliable, intermittent solar
and wind power generation resources, the variability in prices from hour-to-hour and day-to-day
will increase (i.e. price volatility will increase), as will incidences of negative energy prices,
presenting challenges and opportunities to the MFP. The challenges are to anticipate low
demand, low price periods, and high demand, high price periods. The opportunity is to optimally
dispatch the MFP, maximizing output during high price periods, while minimizing MFP exposure
to low price periods. That is, as California implements SB 100, it will increasingly value battery-
like generation flexibility: to have a store of energy; to be on when needed; and to be off when
not needed. For the MFP, the water in its reservoirs represents stored energy, and its generating
stations represent the on / off switch. As such, the MFP’s design and operating flexibility define
it as a renewable, zero-carbon emitting 232.4 MW battery, the value of which will increase as SB
100 is implemented.
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Finally and beyond the market dynamics defined by California’s reliance on natural gas as a
generation fuel, its infrastructure issues, and the incorporation of the State’s RPS and climate
change initiatives into its energy markets, the complexity of the regulatory and legislative
environment in which the MFP operates has increased substantially over the past two decades.

The MFP operates under a complex mix of state and federal permits from at least a dozen
different agencies, all with oversight authority and unique reporting requirements. As the
regulatory environment has expanded in the years since the MFP began operation, cost and
resources dedicated to the regulatory function have increased dramatically in proportion to the
heightened potential for adverse regulatory impacts to MFP operations and flexibility.

In summary and against a relatively flat power demand profile, two primary factors are shaping
California’s energy market.

The first affects the next 10 years, reflecting the availability of abundant, competitively priced
natural gas from U.S. shale resources that has and will continue to cap power prices in California.

The second is currently in play and will be felt during the implementation of SB 100 through 2045,
as the State’s push towards zero-carbon emitting power continues. That push is driving power
prices and price volatility higher, creating grid integrity issues, incenting large scale battery
deployment, and causing the inefficient dispatch of California’s standby generating resources;
however, this push also creates opportunities for flexible, reliable, zero-emitting generation
resources like the MFP.

Challenges and Opportunities

The California energy market is once again in the throes of a major transition. Even as abundant
and competitively priced natural gas resources provide half of the State’s power, California
intends to end its reliance on fossil fuels by 2046. This presents numerous energy marketing
challenges and opportunities that directly impact the operation, maintenance, and revenue
potential of the MFP. The Strengths, Weaknesses, Opportunities and Threats (or “challenges”)
or SWOT analysis conducted for this Plan identifies several categories worthy of study and
potential action.

The MFP is a 56-year old asset, requiring a substantial dedication of resources to ensure its
continued operation is safe, reliable, sustainable, and that it adheres to all regulatory and
licensing provisions. The Agency is required to provide a reliable, high-quality water supply,
develop and maintain recreational facilities, oversee wildlife and environmental habitats, reduce
the potential for and impact of wildfires, mudslides, adverse river conditions, and create value as
a merchant power generator.

Within these market dynamics and operating provisions, and reflecting the values elucidated in
the MFP’s Mission Statement, the challenges for the MFP are to:

a) Ensure sustainable and reliable operations,

b) Assess Agency operations and functions, ensuring costs are managed and reasonable,

c) Optimize year-to-year variations in hydrology and energy production while guarding
against the risk of low spot market prices; optimize Project revenues,
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d) Care for the environment, sustaining wildlife and habitats, while minimizing the potential
impact of catastrophes (e.g. wildfires, mudslides, and adverse river conditions),

e) Provide reliable, sustainable, flexible, and low-cost energy within increasingly complex
regulatory and market structures, in a market where there has and continues to be
substantial downward price pressure on the marginal power generation fuel (natural gas)
and on power prices, and

f) Address, manage, and minimize the impact of regulatory and licensing provisions on
operational flexibility.

Opportunities for the MFP are to:

a) Leverage the inherent attributes of the MFP - its size, operating flexibility, and that it
generates zero-carbon emitting, renewable energy — optimizing revenue and growth, and

b) Economically increase the MFP’s operational capacity and flexibility through expansions,
re-powering, and upgrades.

Addressing these challenges and opportunities defines the path forward for the MFP, Authority
and Agency.

Goals, Objectives & Strategies

The goals, objectives, and strategies the Authority are adopting are aligned with the MFP
Objectives, and address the challenges and opportunities identified in this Plan. Consistent with
that, the focus of the Agency, hence the Authority, is to ensure safe, reliable operations, while
managing revenue from the sale of Project energy and energy-related products. The following
tables summarize the involvement of the Authority’s goals, activity/measure, and strategies for
functional segments that the Authority will undertake in its role.

Agency Energy Marketing Goals, Objectives & Strategy

Goals

Objective Activity/Measure

Strategy Employed

Optimize the value of
energy and energy-related
products from the MFP
within the risk tolerances
established by the
Authority and Agency

e Develop procedures for the
transparent marketing of MFP
energy and energy attributes

e Realize prices that are
measured against
benchmarks, assuming
adequate hydrology

e Develop quarterly reports
summarizing outcomes

e Assess opportunities to
expand energy product
offerings and to access
alternative energy markets,
diversifying the markets in
which the MFP participates

e Coordinate with Operations team
for MFP availability and
maintenance timing

e Leverage fundamental analysis to
assess market trends and to
formulate marketing strategies

e Develop and implement forward
market strategies

e Leverage market intelligence to
assist in the development and
understanding of market trends and
issues, including the potential
emergence of new and diverse
energy-related markets
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e Assess market trends relative
to current policy

e Assess and adopt software that
complements and enhances staff
capabilities and competencies

e Engage consultants providing skills
and knowledge pertinent to the
MFP, complementing staff
capabilities and competencies

Maintain short and long-
term operating plans for
the MFP energy
generation

e Finalize operating plans by
late spring of each year

e Meet and review operating
plans with senior
management and Board by
summer of each year

¢ |dentify opportunities and

challenges confronting the MFP for
energy

e Engage senior managers through the

“3 by 3” planning and review
process

Schedule an annual meeting
between senior management and
the Authority’s Board to review and
discuss the MFP energy outlook and
plans

Diversify the Agency’s
Counterparties, while
minimizing counterparty
credit and performance
risk

e Develop list of potential
counterparties

e Assess the concentration and
distribution of transactions
with counterparties

Contract with various
counterparties for a diverse
portfolio

Update Agency and
Authority energy market
policies, reflecting
changing market
dynamics, to maintain or
improve the MFP’s
competitive market
position, and minimize
risk exposures

e Develop recommendations to
modify Authority and Agency
policies, reflecting changing
market dynamics

e  Work with Financial Services to

update Energy Risk Management
Policy as needed

e Revise polices and obtain Board

approval as needed

Support continued flexible
MFP operations

e Engage with regulatory and
agencies that oversee the
MFP, minimizing the impact
of regulations on MFP
operations

Identify issues and/or regulatory
obligations adversely affecting the
MFP

Engage with outside advocates to
support MFP regulatory goals
Engage with outside legal counsel to
support MFP regulatory goals for
both the energy market and
regarding FERC issues

Minimize operational and
financial risk from energy
transactions

e Adhere to the Policy
requirements and guidelines

e Quarterly operational and
financial reports to the Risk
Oversight Committee.

e Review internal control
structure to ensure adequate
risk oversight
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Economically diversify
MFP energy production,
increasing revenues
and/or reducing costs

e Assess alternative energy
projects

e Assess opportunities to optimize
operations, increasing efficiencies
and/or reducing costs

o |dentify projects that improve the
MFP’s position as a merchant
generator

Provide reports to the
Board

e Quarterly, provide energy
marketing reports to the
Board

e Provide informative energy
marketing reports to the Board of
Directors and others as needed.

Summary

This Strategic Business Plan provides a brief history of the Middle Fork Project, summarizes its
operational capabilities, characterizes the current California energy market, and addresses other
factors affecting the MFP, all of which work to define challenges and opportunities confronting

the MFP.

The Plan establishes a path forward for the MFP over the next 5 years, defined by goals,

objectives, and strategies developed by the Agency and Authority.

These functional goals, objectives, and strategies attempt to address, manage and/or leverage
the identified challenges and opportunities, ensure MFP operations and activities are consistent
with the Mission Statement, and will be reviewed annually and updated and/or revised as

necessary.

This Plan will be reviewed and updated every 5 years or as conditions warrant.
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ITINERARY

MIDDLE FORK PROJECT FINANCE AUTHORITY

BOARD OF DIRECTORS’ TOUR OF THE MIDDLE FORK AMERICAN RIVER PROJECT FACILITIES

(Times are approximate)

8:30-9:00 a.m.

9:00—-9:15 a.m.

9:15-10:45 a.m.

10:45-11:15a.m.
11:15-11:30a.m.
11:30-12:00 p.m.

12:00-12:30 p.m.

12:45 -1:45 p.m.
1:45 - 2:45 p.m.
2:45-3:00 p.m.
3:00—-4:00 p.m.
4:00-4:15 p.m.
4:15-4:45 p.m.

4:45 p.m.
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AND STRATEGIC PLANNING SESSION

October 8, 2020

Convene the Board meeting — PCWA Business Center (144 Ferguson Road,
Auburn, California)

Break

Travel to French Meadows Forest Restoration Project (FMP) mechanical
thinning admin site (39.129076N, 120.409240W)

Tour of completed mechanical thinning site

Travel to FMP prescribed fire demo unit (39.103720N, 120.428699W)
Tour of proposed mechanical thinning with prescribed fire operations site
Travel to PCWA Dormitory (20900 Soda Springs Road, Foresthill, California)
Lunch

Workshop session

Break

Workshop session

Walk to proposed Hell Hole workstation site (39.058981N, 120.416578W)
Tour of proposed Hell Hole workstation site

Adjourn
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