MEMORANDUM
OFFICE OF THE
COUNTY EXECUTIVE
COUNTY OF PLACER

TO: Honorable Board of Supervisors

FROM: Thomas M. Miller, County Executive Officer
By: Holly L. Heinzen, Assistant County Executive Officer

DATE: July 12, 2011

SUBJECT: Middle Fork Project - Policies and Priorities

ACTION REQUESTED:

Consider policies and priorities for development of a financing and expenditure plan for
proceeds derived the Middle Fork Project (MFP):

1. Affirm policy approach for. consideration of funding for regional County
infrastructure and facilities from anticipated proceeds from the Middle Fork
Relicensing Project;

2. Consider regional County funding priorities and alternatives including potential
designation of funding for SMD 1/ Auburn and SMD 3 regional sewer infrastructure
and provide direction to staff;

3. Provide direction to staff to return to the Board of Supervisors with:
o A formal finance and budget policy specific to the Middle Fork Project
proceeds; and
o Afinancing, investment and expenditure plan relative to proceeds from the
Middle Fork Project Re-licensing Project;

4. Provide other direction as necessary.

SUMMARY:

In consideration of construction of the Lincoln Regional Sewer Project on May 3, 2011
members of the Board of Supervisors indicated that there may be an interest in
dedicating a share of the proceeds from the MFP to offset costs for the Regional
Project. The Board directed that a broader discussion of Board priorities with respect to
those proceeds be addressed prior to a final determination on the Regional Sewer
project.
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The following report is prepared in three sections as follows:
I. Background on the Middle Fork Project and Financing of the MFP;

II. Delineation of a policy basis for consideration of priorities including proposed
criteria and potential funding options based upon policies previously adopted by
the Board of Supervisors. In addition a range of potential funding scenarios are
provided for discussion.

[ll. Discussion of potential contributions to Regional Sewer Infrastructure and
possible rate implications for offsetting a share of costs in SMD 1/ Auburn and in
SMD 3.

l. MIDDLE FORK PROJECT:

A. Background

The Placer County Water Agency (PCWA) was formed by a special act of the
Legislature in 1957 to protect the water resources of the County under the auspices of
Placer County. The Board of Supervisors serving in their capacity of PCWA Board at
that time was able to obtain voter approved bond financing in 1961 for the construction
of the MFP. In 1975 the Board of Supervisors requested and received special state
legislation to change the Placer County Water Agency Act (Act) to provide for an
independently elected Board of Directors for the Agency. The Act was also changed to
simultaneously retain a long-term key role for the Board of Supervisors by requiring the
approval of the Board of Supervisors for all power sale contracts and for the expenditure
of power revenues after 2013. Specifically the Act was amended to provide that: “No
contract for the sale of electrical energy shall be executed, nor shall any revenues
received pursuant to any contract for the sale of electrical energy entered into after
January 1, 1975, be spent, unless previously approved by the Board of Supervisors”.
This license is due to expire on February 28, 2013.

The operational priorities as agreed upon by the Water Agency and Placer County
include:

1) To provide a reliable supply of water from the MFP to the lands and inhabitants
of Placer County while generating revenues from the sale of electrical energy
sufficient to pay debt service on Bonds;

2) To maximize the revenues from the sale of electrical energy; and

3) The sale of water, to water customers outside of Placer County.

s Joint Powers Financing Authority

The Placer County Water Agency and Placer County entered into a Joint Powers
Agreement (JPA) in 2006 to address issues related to relicensing and power sales. The
Authority was established, with a Board consisting of two members of the Board of
Supervisors and two members of the Placer County Water Agency Board, to serve the
mutual interests of the County and PCWA. The Authority is responsible for:
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1) Financing studies, programs, procedures, projects, services, improvements,
modifications, and other costs that may be required to obtain a new Federal
Energy Regulatory Commission (FERC) license or which may be completed
under the current or subsequent FERC license of the MFP;

2) Approval of Future Electrical Energy Sales; and,

3) Distribution of revenues from future electrical energy sales.

PCWA and the County are bound together as financial partners in the MFP once the
present power contract with PG&E expires in 2013. At that time, the MFP is expected to
begin producing revenues in excess of the cost of operation that will be available to
benefit the residents of Placer County.

e Costs of Relicensing

Financing for the costs of relicensing was provided to the JPA through the County
Treasury. The total authorization is $100 million and the structure of the loan provides a
single draw down bond “Equity line of credit” from 2006 — 2015. Draws are provided
quarterly to pay licensing costs, studies, betterments and interest (capitalized interest
payments). The interest rate is variable, reset quarterly, based on the yield of the U.S.
Treasury, plus 1% and matures February 15, 2036. Revenues from the MFP are
dedicated for debt payments after 2013.

B. Middle Fork Relicensing - Status

In February 2011, the Agency submitted an Application for New License (Application)
for the Middle Fork American River Project (MFP) to the FERC. The Application
contained all of the necessary elements to enable FERC to analyze the effects of
PCWA operating and maintaining the MFP for a new 50-year license term. FERC
accepted the License Application and on June 7, 2011, set a formal schedule for license
issuance, including an August 8, 2011 deadline for federal and state regulatory
agencies to file Preliminary Terms and Conditions.

The February 2011 Application contained several proposed management and
monitoring plans and measures, some of which were supported by stakeholders and
others that were developed independently (due to time constraints). Since February,
Agency staff has continued working with stakeholders that include federal and state
natural resource agencies, interest groups and unaffiliated members of the public to
come to consensus on revisions to the remaining management and monitoring plans
and measures. The Agency is working on refining certain aspects of the application to
ensure that multiple interests can be met consistent with the MFP’s annual water budget
and financial resources.
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C. Middle Fork Project — Funding Priorities

Spending priorities for the expenditure of funds received from the sale of electrical
energy after 2013 are:

1) Operation and maintenance of the MFP and repayment of debt;

2) Major replacement and betterment projects that are necessary for the long
term operation and financial stability of the MFP; and

3) Equal distribution to the County and PCWA of all remaining power revenues.

Both the value of power and hydrology are extremely volatile. As this Board has
discussed, the proceeds from the MFP are subject to broad fluctuations as a result.
Variable precipitation and periods of drought, which may range from one to several
years, affects the production and price of energy. PCWA Net Generation 1967-2003
(Attachment 1) graphically depicts this fluctuation. Many other factors also impact
energy values including economic conditions and global events. In addition, legislative
and regulatory changes and fluctuations in the price of natural gas (the dominant energy
fuel in California) further impact the market. The production of energy obviously relies
on the project continuing to produce and is subject to equipment down time which can

result in the loss of energy and capacity revenue until repairs are completed. As such,

uncertainty exists in both the generation amount and value.

D. Baseline Revenue Projection

Given the variability in production and in the market, estimates of proceeds from the
project are speculative. Energy values in California have fluctuated widely over the past
decade with the average of 2008 and 2009 energy values for California being about $45
per MWh. Capacity payments and payments for ancillary services capabilities for
hydroelectric projects can add an additional 10% or more to energy values.

With a modest recovery in the California economy by 2013 the relicensing team
indicates it would be reasonable to reach $55/MWh beginning in 2013 (considered a
planning number only). The projected average value of MFP energy will be updated as
new information on market conditions becomes available.

The annual base line estimated value of generation, using $55/MWh and 80% of
average annual generation, totals $44,000,000 before operational expenditures
debt service and required reserves.

Attachment 2 depicts projections based on 80% of the average rainfall, smoothed over
time. Based on the existing financing through the County Treasury, revenue is fully
generated in year 2015, although depending upon the actual agreement for power
sales, could conceivably not occur until the end of that year. '

Assuming that the County and the Agency are willing to set aside sufficient operating
reserves in the early years to cover short periods of drought and mechanical outages,
as proposed, then revenue can be estimated on an average basis instead of on a worst
case basis. While the team will evaluate and is very aware of the worst case scenarios,
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they are not reflected in the projections and will be addressed when and if it occurs on
an exception basis.

The following discussion of funding reserves and distributions provide the policy
framework presented to the JPA. These policies are relevant to ongoing revenue
projections, reserve funding and distributions of net power sale proceeds. It is
anticipated that the JPA will adopt these elements in a formal Business Plan to guide
priorities and expenditures of proceeds. They are used here as a premise for the
discussion today.

s Funding of Reserves

Under the relicensing loan agreements, the Finance Authority may not begin distributing
funds to the Agency and the County until April 1, 2015. The spreadsheet model
assumes that all revenue in excess of operating expenses before April 2015 will be
used to fund Operating, and Renewal and Replacement reserves. After April 2015, the
annual appropriation and funding of reserves will continue to ensure adequate levels
are attained and maintained. As used, reserves will be replenished to established
levels.

e Funding Distributions

After April 1, 2015 and thereafter the Finance Authority must pay one dollar on the loan
principal balance for each dollar it distributes to the Agency and the County combined
until the loan is completely repaid.

The spreadsheet model indicates that distributions can begin in 2015. Moderation in the
amount of contributions to the Renewal and Replacement (R&R) reserve after the first
three years is reflected so as to permit modest annual distributions plus principal
payments. Once the relicensing debt is paid off both R&R contributions and distributions
are increased until the R&R reserve hits full funding in 2023, after which all excess
funds would be distributed.

Although not formally adopted by the JPA, the following summarizes priorities when-

revenues are above or below baseline projections as presented to the Joint Powers
Authority. 1) When the revenue is less than the baseline, it is anticipated that there
would first be a suspension of planned contributions to R&R reserve; then, distributions
to the Agency and the County would be suspended; followed by a suspension of
planned contributions to the Operating reserve. 2) In years when generation revenue is
greater than base line, revenue would be used to replace any prior withdrawals from
Operating reserves; replace suspended contributions to Operating reserves; replace
suspended contributions to Renewal & Replacement reserves; accelerate contributions
to the Operating reserves; then distribute the remainder to the Agency and the County.

o Placer County Distribution

Assuming power sale proceeds are consistent with the model as displayed, Placer
County would receive a distribution in FY2015-16 at the earliest. According to the
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model as described, initial funding in 2015 is projected at $3.2 million; increases through
the year 2021 to about $4.0 million and jumps to almost $8 million in 2022. As noted,
the model smoothes hydrology and fluctuations in the power market. Actual proceeds
depending on these factors and assumptions used would vary.

Il CONSIDERATION OF EXPENDITURE PRIORITIES - PLACER COUNTY:

As directed the following provides an approach for consideration of expenditures
relative to anticipated disbursements to Placer County from the Middle Fork Project.
For this discussion, the policies and estimates articulated above are assumed and
provide a basis for funding to the County. Existing County policies, infrastructure plans
and related documents are relied upon as a starting point since these policies have
served Placer County well in terms of financial management and planning for operations
and capital expenditures. In addition, these policies reflect Board priorities and prudent
fiscal management.

- A. Budget and Financial Policy

The Placer County Budget and Financial policy provides overall guidance in determining
an appropriate approach for expenditures to be funded through MF disbursements.
These policies were developed to promote fiscal stability, predictability, sustainability,
and long-range fiscal planning. The policies provide a foundation for expenditure and
revenue planning and are fundamental in consideration of expenditures supported by
new revenue sources such as the MFP proceeds. Adherence to financial policies in
expenditure planning is particularly important given the volatility of these funds.
Outlined below are those elements of the Budget and Finance policy most relevant to
the discussion.

¢ Budget realistic and probable revenue estimates.
o Revenues that are volatile and/or sensitive to changes in the economy
should be conservatively estimated.

e Ongoing costs will be funded with ongoing revenues to promote fiscal
stability, predictability, sustainability, and long-range planning. New or
increased, ongoing revenues will meet current obligations and reduce
reliance on one-time funding and fund balance carryover.

e New programs will identify an ongoing funding source(s) not already obligated
for current County operations or for the future costs of current operations.

¢ Annual priority for General Fund funding will be given to capital improvements
~ consistent with the County’s Capital Facilities Financing Plan and Road
Maintenance Master Plan.

o Capital Budgets will expand to include a list of capital construction and
road projects with brief descriptions; estimated to-date and total project
costs; planned project costs for at least three future fiscal years for
extended projects; length of time to project completion; and proposed
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funding sources including current funding available.

o Capital projects will not be budgeted unless there are reasonable expectations
that resources will be available to pay for them and a financing plan has been
developed.

o New programs will identify an ongoing funding source(s) not already obligated for
current County operations or for the future costs of current operations.

e Where applicable, assessments, impact fees, user-based fees, and/or
contributions should be used to fund capital projects. Projects benefiting other
operating, internal services and enterprise funds shail be funded from those
funds on a pro-rata basis. '

e Where alternative sources of financing are not available or sufficient for full
funding, and the project is deemed critical for the provision of services or to meet
mandated services levels, debt financing may be used in accordance with the
County Debt Policy. Debt will not be used to finance on-going operational costs,
including those incurred due to new facilities.

The Finance Policies speak to the importance of a capital plan when planning for
expenditures and specifically reference the County’'s Capital Facilities Financing Plan
and Road Maintenance Master Plan. Given the nature of the funding, staff is suggesting
that funds be predominantly used for capital needs in projects or programs identified as
a high priority by the Board of Supervisors. Other existing capital and infrastructure
plans should be updated as may be needed to identify current needs, provide updated
costs and identify other funding sources and timing of funding required to implement the
projects.

B. Criteria for Consideration

Staff developed initial criteria to identify broad categories of funding and potential capital

“investments and/or expenditures within those areas of funding for consideration by this
Board today. They are by no means limited to these areas, of course. The initial
criteria outlined below were applied to elements of these planning documents and to
develop representative projects. Initial criteria identified would include:

1) Projects that have significant countywide or regional benefits (i.e. benefits two
or more jurisdictions);

-2) Project/program is consistent with existing plans and priorities identified by
the Board of Supervisors, including fiscal policies;

3) Priority will be given to projects that will. maximize long-term net revenues to
the County or provide for efficiencies that result in long term savings;
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4) Project/program does not supplant existing dedications for infrastructure or
programs and/or there is an absence of outside funding sources to
implement;

5) Project reflects costs related to regulatory constraints outside of jurisdiction’s
control and other funding resources available to meet the regulatory
framework.

C. Development of a Funding Plan — Middle Fork Finance Policies

Staff recommends that the Board of Supervisors officially adopt funding policies and
criteria to be applied specifically to Middle Fork Project proceeds. The funding plan
should consider:

- Establishment and maintenance of operating reserves for ongoing expenses -
Income Stabilization;

- Identify/estimate ability to "Pay as you go"; and fund projects/programs
accordingly;

- Identify Capacity and Plan for Bonding as required - consistent with Budget and
Financial Policy;

- Minimize finance costs for infrastructure projects to the extent feasible

- D. Identification of Regional Priorities/Policy Documents

County staff reviewed a range of planning strategies relative to land use (Countywide
General Plan, Sunset Industrial Area Plan, Redevelopment Plans), infrastructure
development (I/T Strategic Plan, County Facilities Financing Plan, Redevelopment
Plans/Implementation Plans, Road Maintenance Master Plan), and economic
development (Economic Development Strategy; University studies); and other plans
and staff reports such as the Emergency Services/Fire Safety Plan and Wastewater
Needs Assessment. In addition, also considered were the County budget as a policy
document that articulates County priorities. These documents have been either
adopted or accepted by the Board and through these documents guidance has been
provided to staff.

Given the nature of the funding which supports our countywide population, staff focused
on capital investments and infrastructure that serve regional needs (i.e. benefiting at
least two jurisdictions). While some of these documents are being updated, they
nonetheless present clear priorities in a broader context that the Board might consider
when developing an expenditure plan. Those priorities are identified below with the
policy documents that support the priority specified under each area. The documents
also identify specific projects or types of projects that could be addressed with Middle
Fork Funding. :
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-  Economic Development Infrastructure -

- County General Plan
Policy - the County shall encourage the retention, expansion and development of
new businesses, especially those that provide primary wage-earner jobs....and
providing infrastructure in- areas where resources and public facilities and
services can accommodate employment generators.

- Economic Development Strategy - Road Map (2010):
The primary objective is to promote economic development for the County as a
whole. To promote economic development, the Road map concluded that Placer
County needs to:
¢ Provide jobs for a growing population
Protect higher level per capita income
e Improve industry mix
o More basis industries that bring new dollars into the County
o Better wages throughout the County
o Range of employment opportunities and career ladders
e Continue efforts to locate another four-year institution
¢ Retain and attract high quality jobs; clean industries; green tech; IT; white
collar; professional occupations
e Continue to seek funding for highway improvements, wastewater,
broadband
e Streetscapes, sewage treatment

- Sunset Industrial Area (SIA) Plan (1980 with continued updates)
The SIA Plan has long supported the Board’'s economic development priorities
and addresses a myriad of issues affecting the development of the SIA including
infrastructure needs that are impediments to the overall goal of the Plan which is
to improve the opportunities for industrial and other employment—based
development.

- Redevelopment Plan and Redevelopment Implementation Plan(s)
Identifies infrastructure needs in SIA (and other areas) to eliminate blight and
foster high quality employment.

Economic development infrastructure projects may include items such as capital
infrastructure funding to support certain non-residential development; mitigation fee
write downs, interchange contributions or other traffic improvement prOJects and
funding for sewer or other improvements in the Sunset Industrial area.

e Public Safety

Maintain public safety for the benefit of residents and businesses in Placer County;
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- Placer County Adopted Budget(s)
Among other needs, Public Safety is identified as a priority. The budget
document identifies funding demands that are unmet, including regional public
safety needs;
- General Plan

- Policy to protect residents of and visitors to Placer County from injury and

loss of life and to protect property and watershed resources from fires.

- )T Masterplan (draft)
Identify key goals and disciplines outlining the County’s priorities with respect to
IT services, communications and telecommunications.

Project examples might include items such as the Interoperable Radio Project, the
Apollo project (criminal justice record system that allow continuity and sharing of
data among multiple criminal justice agencies and the Courts), watershed based fire
safety projects, and the countywide jail.

e Regional Maintenance and Enhancement of Capital Investments

- Placer County Adopted Budget(s) — Identifies unmet funding needs and
priorities;

- General Plan Policies - To protect residents of and visitors to Placer County
from injury and loss of life and to protect property and watershed resources
from fires. ' ‘

Projects might include expanded road overlay program for the regional road
network, open space projects, etc.

o Regional Sewer Infrastructure

- Placer County Adopted Budget(s)
-  Wastewater Needs Assessment
- Sewer Financing Plans — Department of Facility Services

Potential allocations could include assistance with plant closures, plant consolidations

and SMD 1/Auburn and SMD 3 Regional Sewer projects (discussed in more detail

below.

. Other_Areas of Need

- Reestablishment of County General Reserve
* During this last economic downturn the General Reserve has
been depleted by $8 million. Replenishment of this fund is
advised.
- Other Priorities as Deemed Appropriate by Board

The areas outlined above, along with the supporting documents reflect representative
priorities previously discussed with the Board of Supervisors. A table illustrating the
regional priority and the potential allocations in those areas is attached and is provided
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for discussion purposes (Regional Needs and Priorities - Attachment 3).
E. Potential Allocation Graphs

As previously stated Middle Fork revenues will not be received by the County for
several years, with initial receipts commencing in 2015-16 at an estimated $3.1 million
per year slowly ramping up to a projected $8 million in 2022. The hypothetical
allocation graphs were prepared to depict various combinations of how these future
proceeds could be utilized based upon various combinations of Board priorities. Three
common elements are contained in each of the four graphs presented including:

e General Fund Reserve set aside —

During the last three years the General Fund reserve has been depleted by $8
million. Although the proposed 2011-12 Budget does not further reduce this
reserve, it is unlikely economic conditions will provide for sufficient resources to
replenish this fund. Therefore all hypothetical graphs include an allocation to
refresh this reserve. '

¢ SMD 3 Regionalization -

Closure of SMD 3 Sewer Treatment Plant and regionalization by routing flows to
the Roseville Treatment Plant lacks sufficient funding by a projected $13.5
million. The approximately 600 customers served by this facility currently pay
$111 month and it is unrealistic to expect rates could be further increased to pay
for this expense. :

.o Technical Grant Set side-
As previously mentioned, these grants are modeled in a similar technical grant
process administered by PCWA. The Community Development Block Grant
Program (CDBG) also has a similar technical assisted block program. The
purpose of this allocation would be to fund initial technical studies to further refine
and plan for future regional funding priorities.

Allocation Graph Models

Four hypothetical models were prepared for discussion. In addition to the three common
elements, potential combinations of other regional priorities with certain emphasis on
spending levels in the early years (2016-2021) and later years (2021 and beyond) are
displayed in the attached graphs. Assumptions for these models and the graphic
depictions are included as Attachment 4.

il DISCUSSION of MFP CONTRIBUTION FOR REGIONAL SEWER
INFRASTRUCTURE:

The sewer system managed by the County for the unincorporated area consists of
wastewater treatment facilities in various locations: Sewer Maintenance District 1 (No.
Auburn), Sewer Maintenance District 2 Granite-Bay area, Sewer Maintenance District 3
Auburn-Folsom Road area, County Service Areas 28, Zone 6 (Sheridan Sewer, Water
and Lighting SWL), and CSA 28, Zone 24 (Applegate).
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On several occasions, your Board has discussed the financial challenges faced by SMD
1/ Auburn, the Applegate Sewer CSA, the Sheridan SWL CSA and SMD3. These are all
small and financially challenged districts that must build very expensive capital
improvements in order to comply with State and Federal regulations that are impacting
sewer and water districts throughout California. In addition, new permit requirements
are driving up operation costs such as labor, lab testing, electrical power and chemical
use.

In particular, Applegate CSA, Sheridan SWL CSA and SMD 3 serve very small
populations, -have rather limited opportunity to grow, and cannot realistically be
expected to fund required compliance projects. Both Applegate and Sheridan have
received and/or have been designated sufficient outside funding to cover their required
infrastructure costs. However, SMD 3 funding needs have yet to be resolved and is a
priority for new infrastructure funding.

At your meeting on May 3, 2011, the Board requested additional information as to the
potential implications of making a contribution to the Regional Sewer project as
proposed by the City of Lincoln. The Contribution would offset a share of the cost of the
project to the benefit of rate payers in SMD 1/Auburn and in the City of Auburn. While
there are many variables affecting rates, the following table illustrates the potential
implications of varying contributions from the MFP assuming costs as proposed by the
City of Lincoln and the rate structure utilized by the City of Auburn.

UTILIZATION OF MIDDLE FORK FUNDS ON SMD 3/ROSEVILLE REGIONAL
SEWER PROJECT - POSSIBLE FEE IMPACTS '

SMD3 Monthly
: , Current SMD3 | Fees w/ MFP
Contribution Distribution of MF funds Monthly Fees | Contribution

(a)
11$13.5 million | Regionalize — SMD 3/City of $111 $ 111
: Roseville ' _

(a) Note: After regionalization is complete a portion of those fees will be available for debt service.
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UTILIZATION OF MIDDLEFF‘ORK FUNDS ON LINCOLN REGIONAL SEWER
PROJECT - POSSIBLE FEE IMPACTS

SMD 1 Auburn
Contribution Distribution of MF funds Monthly Fees | Monthly Fees

(1)

U|s$o Upgrade both plants $85 $60

R {$0 Regionalize with no MF funds, $100 $80
: (Auburn in)

1 | $13 million All funds applied 60/40 to shared $94 $75

pipe segments (Auburn in) -

2 | $20 million | All funds to SMD #1(Auburn in) $85 $80

3 | $27 million All funds to SMD #1 (Auburn out) $85 $60

4 | $20 million All funds to Auburn SMD/ #1 in $100 $60

5 | $40 million Funds distributed 50/50 ' $85 $60

8 | $92 million Funds pay entire capital cost, $68 $60
: 70/30 split

7 | $25 million $13 million 60/40, $12 million $88 $71

| 70/30 SMD1/ Auburn

(1) Note: Chart developed using Lincoln capitol cost estimates and rough approximation of fee

impacts based on order of magnitude estimates. Auburn data based on input from Auburn staff.

~Ultimate fee impacts to be confirmed based on ultimate costs and fee methodology to be
confirmed by the City of Auburn.

FISCAL IMPACT:

It is assumed that a funding contribution from the MFP would be used to service debt
payments that would be required from a loan to be secured within the next two to three
years to fund the Regional Sewer Project. To provide context for the Board's
consideration with respect to other priorities the Board might have for the MF monies,
these graphs illustrate the debt service payments. Included in Regional Sewer
Infrastructure are funds for SMD 3 to regionalize as well, since this project is imminent
in terms of sewer infrastructure needs and lacks other available funding to meet state
mandated permit conditions.

Recognizing there are many variations to secure funding for the project, to simplify, the
graphs assume a standard loan from the State Infrastructure Bank at 3% over 20 years.
In each scenario, the graphs depict utilization of funds primarily for loan servicing in the
initial years and then suggests expenditure priorities that would be addressed in the
outlying years as additional funding is available.

Should this Board dedicate a share of Middle Fork monies to the Regional Sewer
Project, staff would return to the Board with a loan package for participation in the
Regional Project that would best meet the funding needs of the pI'OJeCt at the lowest
cost and be conS|stent with the Debt Management Policy.
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V.  CONCLUSION:

Cornclusion and Reguested Action

Consistent with direction from this Board on May 3, the Middle Fork Project discussion is
being addressed at this time, so that early consideration can be given to a possible
contribution to Regional Sewer Infrastructure. Within that framework a range of priorities
and policy issues are addressed that your Board may provide additional direction on.

Staff recommends that the Board of Supervisors consider policies and priorities for

development of a financing and expenditure plan for proceeds derived the Middle Fork
Project and: ' : '

1. Confirm or provide direction regarding policy approach for consideration of funding
for regional County infrastructure and facilities from anticipated proceeds from the
Middle Fork Relicensing Project including;

o Criteria for funding of programs and projects with proceeds from the Middle
Fork Project;

o Development of a funding plan for investment and expenditu're of proceeds
from the Middle Fork Project

2. Consider Regional County funding priorities and alternatives including potential |
designation of funding for SMD 1/Auburn and SMD 3 regional sewer infrastructure;

o Confirm $10.5 for SMD 3 (in addition to existing federal funding)

o Confirm a dedicated amount for SMD 1/ Auburn sewer infrastructure for
participation-in the Lincoln Regional Sewer project or provide other direction
to staff;

o Confirm or provide direction on regional priorities outlined in this report:

3. Provide direction to staff to return to the Board of Supervisors with:-

o A formal finance and budget policy specific to the Middle Fork Project
proceeds; and

o A financing, investment and expenditure plan relative to proceeds from the
Middle Fork Project Re-licensing Project;

4. Provide other direction as necessary.

TM/HH
Attachments: PCWA Net Generation
' Middle Fork Project Budget Schedule
Regional Needs and Priorities
Allocation Graph Models
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Middle Fork Project Budget Schedule - 2010 - 2023 with Actual 2006 - 2009

i Historicel Transition Past. Trassition

I 2007 2009 2010 i 2011 2012 . a3 ] 06 207 H 2018 2019 2020 i w2y

il Actust Actus) Budget Budpet Sudgel Budget Budget Budgel | Budget Budget Budget Budgut
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Interest Rute (average anmuln\ale 7 -5.74% SA6% | a9 4597 455% 459% _as5%% 4.59% 4.59% 4.5%% a3 459% o
talecest cxpenst 792,950 31 1,482,668 2,200,714 680,242 323431 3,608,370 o - N - ] N 15,544,137 |
Curnulative debt 18,155,788 ¥ 37422119 32,135,584 66,996,075 75,976,696 1,397,567 63,985,476 53,354,829 41,814,209 29,845 431 16,5802 + -

Eipenditures: - T : o i .
i tution - PCWA Power Division Budget 6,781,870 | 1 Tan e 12,227,000 13,552 500 5,495,000 16954967 25,610,5% 24317453 24,147,083 24723362 1 25533306 201,350 | | 325894370
} services (finance, lepal & audit) EOEEEN] ! 3290 31,600 50,000, 100,000 100,000 100,000 100,000 100,000+ 100,000 100600 X 100,000 | 1499.673
fimciest expense paid | o - - - ) - - - B R 4.759,607
(Reserve funding - 7 - i - - 16,000,600 70000 | 3.500,000 2,500,000 2,500,000 3560000 | 3600000 | 6,760,494 75,000,000 |
"Mun Debt Servies - 20 31 3 i . o1 . - : 3,126,661 6,253,521 6253521 6,253321 6753321 6353371
! Toial 6,816,242 ; 1505541 12,260,600 13,602,000 33,084 947 33215468 ¢+ 33.463,917 35,070,775 33,600,404 33,578,684 34,906,527 | 35,081,844 4813379
i
| Paojec Net (59,145)" 116,646 192,650 (1,371,750) 191250 (1,958,987 13429235 14,756,240 15,179,151 2,363 15835642 | 18,753,911 137,713 681
. T w— " . e 1

Distributions: : i i -

County . i - B 1 - G190533)]  _(3357,308)]  (3.689,060).  (3,794.788)|  (3.793.116)1 _ (3958910)] (5.376,955) 43075968 |
Agency - . o . (,190.533) | (3,357,309){ _(3,689,060) $3.794788)0 (393016} (3955910} (9.376,955) 13,075 868 |
'Additiona) Principal Payment 5 ! . ¥ . (6.381.066)] (6714617 (7378130) (7.589.576 (71586230 (79176211 - 31,561,745,
Cash balance Dec 31 - inc accrued inierest a1 ye 1,578,796 4164659 4,457,309 3.276,809 ¢ 1417822 ol o [y o] 0 o
Z 8 P 1 -
B e i T B T S ] 1
PC\\’A Power Divi: & Agency Wide L

| iRevenue and Contributions: R .

‘Power Sales - PGAE 1963 contiact 31,164,062 13,021,578 14371,735 13,788,226 13,688,674 6,355.200 | - - - - - - 126,202.488
MEPFA Draw - Ops 6,785,870 7,472,620 12,227,000 13,552,000 5495000 ' 16954967 | 23610596 : 24217453 | 24,747,083 24,725,362 25,553,206 | 28,231,350 323,494,370
IMFPFA Draw - Reserves - - - - - 16,000,000 3500000 ; 250,000 2,500,000 3,500.000 | 3000000 | 6,760,494 |
Agency contrib - Senvice Level Support 881 949 738,679 | 831,615 886372 1 930691\ 366630 - . - _
Lniciest carmings - 124,742 00, 50000 ; 100,000 100,000 _.. 100,000 100,060 00,000
Other e 13,379 L 181), 10,000 10,000 hd : - - -

Totut Revenue & C 38,987,902 21,270,453 27,505,350 28,301,598 | 20,164,365 39,776,807 77.210,59% 26,817,453 12,347.08 28.325,30 28,653.306 35,081,840 $34.611.139

Espenses - JR—
iy

. S 884,408 3,866,000 3,263,000 233,000 - - N - - - 34,295,533
PCWA ion* (NM: 1) 103,859 |6B.925‘ Wb_l)ﬂl]‘ 239,000 292,000 355,138 365,790 376,764 38%,067 199,709 436773 .
Cousty Admmnmnnn' (Note 1) 161,972 382,401 500,000 340,000 360000} 655,636 575,305 695,964 | msadl R EEY) 06,350 10,063,121
Tower Ope 4,814,567 $,097.656 5,274,042 5,724,430 5,960,271 9,129,819 10,193,257 10,546,969 10,915,024 1 11298,014 11,696,556 | 12,992,054
iPower Resouices - 126,973 90,000 440,000 440,000 2,350.000 2,567,908 2,644,946 2,724,294 2,808,023 2,890204 3,158,203 | 31,308,781
Natural Resources. 1,074,144 1,442 935 2,059,567 2,077,308 2,160,400 o 3,755,760 4,163,658 4,309,443 4,460,436 4,616,827 4.778813 59.690,350 .
Additons &5 IMulti V1 Dudger): i T — I -
T Renewal & R:Elc:m:l\i . 21187946 2,398,606 3129360 | 3140460 3,771,100 4,266,228 1,500,008, 2300060 1 2,200,000 ¢ 5,000,000 3,150,000 5627344 | | 80626442
PCWA B - i 909913 7.525.000 9.220.000 4,120,000 - 4.275.000 3,575,000 3.475,000 - 42,959.616
. Total addusons and 21,287,946 3308519 10,654,960 7,891,100 446,228 5,775,000 5,775,000 5.675.000 ;5,000,000 5,150800 5,027,844 46,058
{Debt Service (principal & wueres - i o B -
i Senes A Bonds 4927375 4,858,637 4,864,781 4857000 | - 2.837,594 7425 600 - N ot _ ’
A A it
T Tota) eapenses 38,987,902 21,270.453 77,05350 5 28301,598 | 20,164,365 23,776,807 23,710,586 24317453 24,817,083 24,825,362 25,653,206 28371350 7
1 i Reserve Contribotionst 1 H " —— i pa— 1 : -
- - B - - 16,000,000 - -l . - . T
- N N N N A o N 3,500,000 2,500.000 1 2,500,000 3,500,000 | 3,000,000 &,760 494 3
b - -4 - -0 16.000,000 3,500,000 2,500,000 2,500,000 3,500,000 | 3000000 6,700,494 75,050 800
38,987,902 21,270.45) 17,505,350 18,301,598 ! 20,164,365 39,776,807 29,125,666 1 27,210,596 26,817,453 i 27,347,083 18,325,362 28,653,206 35,681 844 534,611,139
| RN | !
R H H o
i+ tndicates amaunts are tied hom subsidiary, sehesiles, i - i |
- For the years 2006 - 2012, PCWA and County ption_eapenses have scparately been broken uut of Relicensing and Power R Management expeitses and reflected us PCWA and County A p }
purposes. the current intesest rate is used mto the future. | ; i R

The acwal imerest rate varies quarterly until the conversion i date, April 1, 2015, at which time the interes{ tate will bccnmc fixed. Until that time for
The interest ralc is tied to the US Treasury Bill dated 2/15/2036 plus 100 basis points. | T

i ! t

7/

Breriserib by the Pecpetiment of Finenrial Servicec haced an iofammirinn aravided by the Nerasment of Suaseuic AfTair wed the Cronne af Placer

Prar 1 - Sormmars

Thetr Brinind: 110NN

¢ INJINHOV1LY



Regional Needs and Priorities

Regional Sewer Infrastructure

Possibly - Water
Quality

Plant Closures

Plant Consolidations

SMD1 & SMD-3 Regional Sewer

Public Safety

Watershed Fire
Safety Projects

Maintain public safety for benefit of residents and
businesses in Placer County

Interoperable Radio Project

Apollo

Countywide Jail

Watershed Based Fire Safety

Water System

Related

il Economic Development Infrastructure

-Foster regional non-residential development _

leading to sustainable primary wage earner jobs Infrastructure Capital Funding

*Further Goals of higher education opportunities. Mitigation Write-Down

Sunset Industrial Area
FERC Area

IV. Regional Maintenance/Enhancements Open Space

*Maintenance and Enhancement of Capital
Investments

*Regional/Countywide Levels of Service

Road Overlays

Open Space

Development of New Regional Priorities

Similar to PCWA
Grant Plan

S =

Technical Assistant Grants

€ INJWHOVLLVY



- ATTACHMENT 4

Allocation Graph Models
Assumptions

Hypothetical Allocation #1

Early years
- Full finance capacity for SMD 3 regionalization
- Slowly builds up General Fund reserve (approximately $4 million by 2020)
- Funds technical assistance grants at $50,000 a year
- Provides for an estimated finance capacity of $20 million towards SMD 1/
Auburn regionalization
- Contributes approximately $1 million towards Regional Public Safety

Later years
- Continue the early year's allocations (increases level to Regional Public Safety)
- Contributes to regional priorities of PCCP / Fire Safe Community, and Economic
Development Infrastructure, including higher education

Hypothetical Allocation #2

Early years
- Full finance capacity for SMD 3 regionalization
- Slowly builds up to the General Fund reserves (approximately $4 million by 2020)
- Funds technical assistance grants at $50,000 a year
- Provide contributions to Economic Development Infrastructure including higher
education of approximately $6.0 million

Later years
- Continue the early year's contributions

- Contribute to regional priorities of Regional Roads as well as PCCP / Fire Safe
Community, and Regional Public Safety

i}



ATTACHMENT 4

Hypothetical Allocation #3

Early years
- Full finance capamty for SMD 3 regionalization
- Slowly builds of General Fund reserve (approximately $4 million by 2020)
- Funds technical assistance grants by $50,000 per year
- Provides for an estimated finance capacity of $25 million towards SMD #1
regionalization.

Later years
- Continue the early year’s contributions
- Contribute to regional priorities; PCCP / Fire Safe Community, Economic
Development Infrastructure, including higher education, and Regional Public
Safety.

vaothetlcal AIIocatlon #4

Early years
- Full finance capacity for SMD #3 regionalization
- Funds technical assistance grants at $50,000 per year
- Slowly builds up General Fund Reserve (approximately $4 million by 2020)
- Contributes approximately $1.5 million per year or $6 million in the first four years
to regional roads

Later years
- Continue the early year’'s contributions
- Contribute to new categories of PCCP, Community and Cultural Services, Fire
Safe Communities, Economic Development Infrastructure, including higher
education.

iz



Middle Fork Project
Hypothetical Allocation 1

$10M

$9M /-
/ PCCP |
$8M / Fire Safe Communities

/

$7M

Economic Development

6M Infrastructure, includinq
N . higher education
$5M

Regional Public Safety|

$4Mm

$3m P —

/ SMD #1 Regionalization
$2m ' _ _Technicat Grants

General Fund Reserve

$1m

SMD #3 Regionalization

$OMm }
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

79/
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‘Middle Fork Project
Hypothetical Allocation 2

$10M

>9M - PCCP]
/re Safe Communitied

$8M
Regional Roads

y4

/
. /4
- I/
. Jy/

$4M
/""'——/ Regional Public Safety
Economic Development

J—

$3M
. / higher education

$2M /Eﬂ -
| / " General Fund Reserve
S1m

SMD 3 Regionalization

SOM
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

L9
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Middle Fork Project
Hypothetical Allocation 3

$10M

$9M , g PCCP 1|
Fire Safe Comm.

$8M

/
S7TM : / Anomic Development

/ / Infrastructure, includin*

higher education

-

$6M // /
$5M Lkegional Public Safety

$am —
$3M // SMD-1 Regionalization
$2M :

General Fund Reserve

$1m
SMD 3 Regionalization

$om : _
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

G471
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Middle Fork Project
Hypothetical Allocation 4

$10m
$9Mm PCCP
$8M / Community.l.

7 / / Cultural Services
$7M /
/ / /Fire Safe COmmunitiJs
$6M .
. o ' /// conomic Developmegt
. ' % lnfrastmcture;»includil

. $5M g
higher education
$3m // Regional Roads '

cam W
/ General Fund Reserve
$1m

SMD 3 Regionalization

SOM
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

b9/
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