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M-S-R Public Power Agency
MEETING OF THE COMMISSION

Wednesday, September 30, 2020, 12:00 NOON
WEBINAR DIGITAL PLATFORM OR PHONE MEETING

GoTo Meeting Information:
https://global.gotomeeting.com/join/204314085

Telephonic Meeting Information:

United States: +1 (872) 240-3412
Access Code: 204-314-085

AGENDA

M-S-R Public Power Agency meetings are currently being conducted via webinar for all representatives
pursuant to Executive Orders signed by Governor Gavin Newsom related to the ongoing COVID-19
pandemic. Members of the public may join the Commission meeting by utilizing GoTo Meeting’s webinar
feature or through a phone line provided in the meeting agenda. Members of the public will continue to
have the opportunity to provide public input via the webinar or phone features. Members of the public may
also email their comments to the General Manager by 3 p.m. on the day prior to the Committee meeting.
Public comment can be emailed to msr.general.manager@gmail.com. All public comments submitted by
email on time will be read during the Commission meeting in the public input section of the agenda. Any
member of the public who desires to address the Commission on any item considered by the Commission
at this meeting before or during the Commission’s consideration of that item shall so advise the Chair and
shall thereupon be given an opportunity to do so.

CALL TO ORDER

ROLL CALL

CONSENT ITEMS 1 - 10: (All items are approved by a single action)

There will be no separate discussion of those items unless an item is removed at the request of
any Commissioner or member of the public. Those items removed will be separately
considered at the end of the consent agenda.

1. Minutes of May 20, 2020 and July 22, 2020

2. Report of Summary invoices paid for May — August 2020 totaling $31,813,331.48 (summary
attached)

3. May, June, July and August 2020 Treasurer’s Reports (attached, Scott VanVuren)

4. Big Horn Wind Energy Project Operations Statistics Report (attached, Martin Hopper)

5. September 2020 WREGIS REC Transfers Status Report (attached, Martin Hopper)

6. September 2020 Outside Services Budget Versus Actual Report (attached, Martin Hopper)

7. 2020 Insurance Renewals (attached, Martin Hopper)
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8. Extension of M-S-R Coordinator Contract (attached, Martin Hopper)

9. Status Report Regarding Amendment to San Juan Reclamation Trust Agreement with US Bank
(attached, Martin Hopper)

10. Designation of Real Property Negotiators (attached, Martin Hopper)

END OF CONSENT ITEMS

ACTION ITEMS 11 - 15:

11. Discussion and Possible Action Regarding General Manager’s Report (attached, Martin Hopper)

12. Discussion and Possible Action Regarding Agency Conflict of Interest Code (attached, Martin
Hopper)

13. Discussion and Possible Action Regarding Agency Annual Strategic Plan (attached, Martin
Hopper)

14. Discussion and Possible Action Regarding Resolution 2020-01 Working Capital Policies (attached,
Martin Hopper)

15. Discussion and Possible Action Regarding Resolution 2020-02 Biennial Policy and Procedures
manual Update (attached, Martin Hopper)

CONVENE CLOSED SESSION:

a. Existing Litigation: Government Code §54956.9 (d)(1) — 3 Cases (NM-PRC Case 19-
00018-UT, NM-PRC Case 19-00195-UT, BPA BP-22-BPA)

b. Threat to Public Services Or Facilities: Government Code §54957 (a)
c. Conference with Real Property Negotiator Pursuant to Government Code Section
54956.8, Property: Lake and River Stations and connecting pipelines and rights-of-way,
CR 6800 N, Waterflow, NM 87421. Negotiating Party (ies): Public Service Company of
New Mexico and United States Bureau of Reclamation. Agency Negotiators: To be
designated per Agenda Item No. 10 above Martin Hopper, General Manager and Steve
Gross, General Counsel. Under Negotiation: Purchase/Sale/Exchange/Lease of Real
Property (provisions, price and terms of payment)
RECONVENE OPEN SESSION
ANNOUNCEMENTS FOLLOWING CLOSED SESSION
MEMBER REPORTS
PUBLIC COMMENT
CONFIRM DATE AND TIME OF NEXT MEETING

ADJOURN
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Alternate formats of this agenda will be made available upon request to qualified individuals with
disabilities.

Note: Itis the policy of M-S-R Energy Authority to not discriminate in admissions, provisions of
services, hiring, training and employment practices on the basis of color, national origin, sex, religion, age
or disability including AIDS and related conditions. MSR Energy Authority is an Equal Opportunity
Employer.

The meeting location is accessible to people with disabilities. Every reasonable effort will be
made to accommodate participation of the disabled in all of the Authority’s public meetings. If
accommodations for the disabled are needed (i.e., disability-related aids or other services), please
contact the General Manager at least 24 hours in advance of the meeting.

2020 MSR PPA Commission Meeting Agenda




M-SR PUBLIC POWER AGENCY
DRAFT MINUTES
MEETING OF THE COMMISSION
MAY 20, 2020

The Commission of the M-S-R Public Power Agency (M-S-R PPA) met for aregular
meeting on May 20, 2020 via webinar for all representatives pursuant to Executive
Orders signed by Governor Gavin Newsom related to the ongoing COVID-19 pandemic.
Present from Modesto Irrigation District were James McFall and Martin Caballero;
present from Santa Clarawas Ann Hatcher; and present from Redding was Dan Beans.
Also present were General Manager Martin Hopper, General Counsel Steve Gross, and
Gwen Zech of Baker Tilly Virchow Krause LLP.

Mr. Beans called the meeting to order at 12:00 Noon. A quorum was attained with the
voting representatives being Mr. McFall, Ms. Hatcher, and Mr. Beans.

The Commission then considered approval of the Consent Calendar Items. 1t was moved

by Commissioner McFall and seconded by Alternate Commissioner Hatcher to approve

the Consent Calendar consisting of Items 1, 2, 3, 4, 5, 6, and 7 as listed below. Upon the

call of the roll, the motion carried unanimously.

1. Minutes of February 19, 2020 — approved.

2. Report of Summary invoices paid for February — April 2020 totaling
$23,643,319.93 — noted and filed.
February, March, and April 2020 Treasurer’s Reports — accepted.

Big Horn Wind Energy Project Operations Statistics Report — noted and filed.
May 2020 WREGI S REC transfers Status Report — noted and filed.

May 2020 Outside Services Budget Versus Actual Report —noted and filed.
BPA Counseal 2020 Fee Adjustments — ratified.

N o g b~ w

The General Manager provided areport on his activities and those of the General
Consultant for the past month. Mr. Hopper also reported that he has been reviewing a

number of areas where costs can be reduced or deferred in addition to previously planned
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or budgeted cost reduction activities given the current COVID-19 pandemic and its
impacts on Member revenues. Firstly, given the shelving of most legislative proposals
until the next session, the Agency’s California Lobbyist’s retainer will be suspended for
the balance of the year. The Agency’ s subscription to Bloomberg Government, which
provides Federal legislative and regulatory monitoring, will be terminated upon its next
renewal cycle. The Agency’ s liability insurance renewal will remove wildfire coverage to
reflect the fact that the Agency no longer has physical assets at risk. Mr. Hopper noted
that although the sumsinvolved here aren’t individually large, cumulatively every cost

saving is important.

Mr. Hopper introduced Gwen Zech of Baker Tilly Virchow Krause, LLP (Baker Tilly)
who presented the Report on M-S-R Public Power Agency Financial Audit — December
31, 2019. Ms. Zech indicated field work on the annual audit was mainly completed
remotely and that a fee adjustment would be made to reflect that fact. She reported
M-S-R PPA financia statements received an Unmodified Opinion which is the highest
level of assurance an auditor can provide. Ms. Zech noted the Agency adopted GASB —
83 related to asset retirement obligations this year and consequently restated the year-
ending December 31, 2018 balances. For thefirst time the Agency prepared all
underlying financial statements which previously were prepared by Baker Tilly and
consequently the auditor was able to remove the formerly identified the weakness of
Internal Control over Financial Reporting related to financia reporting. Mr. Hopper
specifically acknowledged the efforts of Senior Accountant Cindy Worley in the
preparation of financial statements and thanked her on behalf of the Agency. It was

moved by Alternate Commissioner Hatcher and seconded by Commissioner McFall to

accept the M-S-R Public Power Agency Financial Statements for years ending December
31, 2018 and December 31, 2019. Upon the call of the roll, the motion carried

unanimously.

Mr. Hopper then presented the initial draft of the report on Agency Working Capital. The
Agency’ s current policies, existing cash reserves and investments were reviewed. Initial

findings regarding public agency best practices and bond rating agency expectations were
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reviewed. Mr. Hopper reported that the Agency’s Financial Advisor had suggested the
creation of a master Strategic Reserve composed of tranches dedicated to Agency
operations, purchase power, and legacy liabilities with the reserve levelsin each tranche
tailored to individual risk assessments. The Commission discussed the initial findings and
requested the following parameters be addressed in the next draft: that the Policy be
sufficiently flexible to address changing circumstances and not be overly prescriptive;
that reserve levels be sufficient to support an expectation that the Agency will not need
future member cash calls to build reserves or fund legacy liability expenses; and that
existing reserves will not, unless required to address emergency needs, be rebated to
members until all legacy liabilities are satisfied. Mr. Hopper indicated he will continue to
work with Member Staff and the Agency’s Financial Advisor and will present a revised
draft to the Commission at its July meeting and that the target for adopting a policy

remains the September meeting.

The Commission then entered arecess at 12:39 PM and reconvened at 12:47 P.M.

The Commission then retired into Closed Session pursuant to Government Code Section
54956.9(d)(1) — Conference with Legal Counsel — Existing Litigation — 3 Cases (NM-
PRC Case 19-00018-UT, NM-PRC Case 19-00195-UT, and BP-22-BPA) and pursuant to
Government Code Section 54957 (a) — Threat To Public Services or Facilities at 12:48
P.M. Upon the conclusion of the Closed Session at 1:25 P.M., General Counsel indicated

there were no reportable items.

The Chair then called for Member Reports and for Public Comment. There being none,
the Chair announced that the next regular meeting of the Commission will be held on
Wednesday, September 30, 2020 at 12:00 Noon, at Navigant’s officesin Folsom, CA and
that a webinar-based Special Meeting will be held Wednesday, July 22, 2020 at 12:00
Noon. The meeting was then adjourned by the Chair at 1:27 P.M.

Martin R Hopper
Assistant Secretary
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M-SR PUBLIC POWER AGENCY
DRAFT MINUTES
SPECIAL MEETING OF THE COMMISSION
JULY 22, 2020

The Commission of the M-S-R Public Power Agency (M-S-R PPA) met for a special
meeting on July 22, 2020 viawebinar for all representatives pursuant to Executive Orders
signed by Governor Gavin Newsom related to the ongoing COVID-19 pandemic.

Present from Modesto Irrigation District were James McFall and Martin Caballero;
present from Santa Clarawere Teresa O’ Neill and Ann Hatcher; and present from
Redding was Dan Beans. Also present were General Manager Martin Hopper, and

General Counsal Steve Gross.

Mr. Beans called the meeting to order at 12:11 PM. A quorum was attained with the
voting representatives being Mr. McFall, Ms. O’ Neill, and Mr. Beans.

The General Manager provided areport on his activities and those of the General and
BPA Consultants for the past month.

Mr. Hopper then made a presentation regarding the July 2020 Outside Services Budget
versus Actuals Report and Mid-Y ear Budget and Goals Review. He noted legal and
consulting costs are expected to end the year at about 80% of the annual budget and noted
various minor rebalancing of line items that would be handled administratively in
accordance with previously expressed consensus of the Commission. Legacy Liability
costs associated with San Juan Mine Reclamation and Plant Decommissioning are
expected to end the year at about 87% of the annual budget

Mr. Hopper then reviewed the status of each of the performance goals previously
established by the Commission and noted where appropriate the status of M-S-R Energy
Authority corollary goals. The year-to-date and year-end expected hours by the General
Manager, General Consultant and BPA Consultant were provided for each major work

area. Mr. Hopper also noted where cost reductions due to the COVID-19 required switch
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to virtual meetings have been achieved, and he indicated virtual attendance at meetings

will continue where possible even after travel restrictions have been lifted.

Mr. Hopper then made a detailed presentation regarding the revised draft of the report on
Agency Working Capital. The Commission’s original assignment, peer reviews and best
practices, Member policies and strengths, Strategic Reserve Structure and recommended

criteriawere reviewed.

The proposed Strategic Reserve will consist of five tranches comprising Operating
Reserves pertaining to Administrative and General Budgets, Purchase Power, and San
Juan Fixed Expenses; and Legacy Liabilities Reserves pertaining to Mine Reclamation,
and San Juan Decommissioning. Although these five individual elements are computed
separately to establish the total Strategic Reserve, they would be managed as a collective
sum and not as individual reservations. Mr. Hopper recommended that the Agency rely
on the strength of Member credits and cash flows and set the Agency’ s working capital
requirements at the lower-end of ranges suggested by best practices and rating agency
criteria. The Commissioners requested that consideration be given to establishing
minimum reserves requirements for each tranche, as appropriate, in addition to the
recommended or target reserve levels recommended in this report. However, such
minimums would not trigger cash call requests provided overal reserve levels are
satisfactory.

Mr. Hopper did not recommend any new funding mechanisms for the Operating Fund as
it will exceed the minimum thresholds recommended by the Agency’s Financial Advisor
and implied by peer group Rating Agency evaluations and will naturally grow from
interest earnings. Furthermore, the reserve requirements will reduce through time as San
Juan Project debt isretired and as contingencies for Legacy Liabilities reduce in parallel
with performance of mine reclamation and plant decommissioning. It was the consensus
of the Commission that Mr. Hopper, in consultation with the Financial Management
Committee and the Agency’ s Financial Advisor, apply the Commission’sinput to the

development of afinal policy for Commission consideration at its next meeting.
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The Chair then called for Member Reports and for Public Comment. There being none,
the Chair announced that the next regular meeting of the Commission is scheduled to be
held on Wednesday, September 30, 2020 at 12:00 Noon, at Navigant’s offices in Folsom,
CA, and that due to the ongoing COVID-19 pandemic, will likely be held virtually. The
meeting was then adjourned by the Chair at 1:16 P.M.

Martin R Hopper
Assistant Secretary
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M-S-R Public Power Agency
Report of Summary Invoices Paid
May, June, July and August 2020

Period

Payee Description Covered Amount

Duncan, Weinberg, Genzer & Pemb Legal Services Mar-20 $ 12,972.00
Martin Hopper Energy General Manager Services Apr-20 $ 20,139.11
Porter Simon General Legal Services Apr-20 $ 2,750.00
S&P Global Ratings Analytical Services for San Juan Project Bonds May-20 $ 17,500.00
WREGIS Transfer Volume Fee Apr-20 $ 117.29
Westmoreland/San Juan Coal Comp Amended and Restated MRTFA Apr-20 $ 22,782.76
US Bank NA Debt Service Series 2018R Apr-20 $ 2,283,600.92
Politico Group State Legislative Services Apr-20 $ 2,000.00
Avangrid Big Horn Wind Project Firm Energy Apr-20 $ 2,692,682.04
Avangrid Renewables Shaping Fee Apr-20 $ 744,969.74
Avangrid Renewables Big Horn 2 Contract Power Apr-20 $ 200,025.86
Avangrid Renewables Big Horn 2 Contract Power-Managed Apr-20 $ 1,169,133.27
CMUA Annual Dues FY 2020-2021 May-20 $ 6,634.00
KBT, LLC Consulting Services Apr-20 $ 8,754.00
Law Offices of Susie Berlin Legal Services Mar-20 $ 2,935.50
MID Accounting and Coordination Mar-20 $ 42,091.21
Martin Hopper Energy General Manager Services May-20 $ 20,034.22
Law Offices of Susie Berlin Legal Services Apr-20 $ 2,340.00
Porter Simon General Legal Services May-20 $ 3,740.00
US Bank NA Debt Service Series 2018R May-20 $§ 2,283,600.92
Westmoreland/San Juan Coal Comp Amended and Restated MRTFA May-20 $ 61,559.53
Baker Tilly LLP Services for 2019 Audit Apr-20 $ 18,886.00
Baker Tilly LLP Services for 2019 Audit May-20 $ 2,278.00
Duncan, Weinberg, Genzer & Pemb Legal Services Apr-20 $ 7,309.00
WREGIS Transfer Volume Fee May-20 $ 292.43
Avangrid Big Horn Wind Project Firm Energy May-20 $ 2,663,558.24
Avangrid Renewables Shaping Fee May-20 $ 532,810.63
Avangrid Renewables Big Horn 2 Contract Power May-20 $ 205,731.49
Avangrid Renewables Big Horn 2 Contract Power-Managed May-20 $§ 1,257,954.21
Bloomberg Finance BGOV License May-20 $ 1,552.50
KBT, LLC Consulting Services May-20 $ 9,816.00
MID Accounting and Coordination May-20 $ 43,009.55
Law Offices of Susie Berlin Legal Services May-20 $ 3,900.00
PNM San Juan MRTFA O&M - A&G Statement May-20 $ 1,912.44
Martin Hopper Energy General Manager Services Jun-20 $ 20,079.22
Duncan, Weinberg, Genzer & Pemb Legal Services May-20 $ 12,618.00
Politico Group State Legislative Services May-20 $ 2,000.00
WREGIS Transfer Volume Fee Jul-20 $ 308.08
Porter Simon General Legal Services Jun-20 $ 1,518.00
Westmoreland/San Juan Coal Comp Amended and Restated MRTFA Jun-20 $ 92,612.80
Law Offices of Susie Berlin Legal Services Jun-20 $ 4,953.00
MID Accounting and Coordination Jun-20 $ 43,336.28
KBT, LLC Consulting Services Jun-20 $ 14,428.00
Avangrid Big Horn Wind Project Firm Energy Jun-20 $§ 2,536,414.58
Avangrid Renewables Shaping Fee Jun-20 $ 666,233.54
PNM San Juan MRTFA O&M - A&G Statement Jun-20 $ 5,144.05
PNM Exiting Participant's Insurance Coverage Jun-20 $ 77,881.75
Avangrid Renewables Big Horn 2 Contract Power Jun-20 $ 205,279.35
Avangrid Renewables Big Horn 2 Contract Power-Managed Jun-20 $§ 1,229,377.55




PNM San Juan MRTFA O&M - A&G Statement Jul-20
PNM Exiting Participant's Insurance Coverage Jul-20

6,477.35
251.43

US Bank NA Debt Service Series 2018R Jun-20 $§ 2,308,025.71
BLX Arbitrage Report SJ Project Revenue Bonds, & Jun-20 $ 2,000.00
BLX Arbitrage Report SJ Project Revenue Bonds, & Jun-20 $ 4,000.00
Modesto Irrigation District Resolution 2016-02 Final DS Revolving Fund ' Jun-20 $  1,650,000.00
City of Santa Calra Resolution 2016-02 Final DS Revolving Fund F Jun-20 $ 1,155,000.00
City of Redding Resolution 2016-02 Final DS Revolving Fund ' Jun-20 $ 495,000.00
Arthur J. Gallagher & Co Insurance Broker Services Fee Jun-20 $ 7,500.00
Duncan, Weinberg, Genzer & Pemb Legal Services Jun-20 $ 28,829.00
Martin Hopper Energy General Manager Services Jul-20 $ 20,054.22
Porter Simon General Legal Services Jul-20 $ 1,914.00
WREGIS Transfer Volume Fee Jul-20 $ 293.15
Westmoreland/San Juan Coal Com; Amended and Restated MRTFA Jul-20 $ 67,827.14
US Bank NA Debt Service Series 2018R Jul-20 $ 2,308,025.71
Montague DeRose Financial Advisory Services Jul-19 § 867.50
Montague DeRose Financial Advisory Services Jan-20 $ 1,251.25
Avangrid Big Horn Wind Project Firm Energy Jul-20 $§ 2,605,356.19
Avangrid Renewables Shaping Fee Jul-20 $ 590,718.83
Avangrid Renewables Big Horn 2 Contract Power Jul-20 $ 197,390.32
Avangrid Renewables Big Horn 2 Contract Power-Managed Jul-20 $ 959,476.14
KBT, LLC Consulting Services Jul-20 § 14,425.00
Arthur J. Gallagher & Co Insurance Excess Liability, D&O and Crime Insurance Re  Jun-20 $ 127,091.48
$
$
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M-S-R Public Power Agency
Treasurer’s Report
Index

Treasurer’s Report for the Month of May 2020
Investment Portfolio Pie Chart
MSR / LAIF / US Treasury 2-Year
Average Maturity Report
General Fund:
Portfolio Summary
Portfolio Details — Investments
Portfolio Details — Cash
Investment Status Report — Investments
Investment Status Report — Cash
Activity by Type
Activity Report LAIF
Trust Funds:
Portfolio Summary
Portfolio Details — Investments
Portfolio Details — Cash
Investment Status Report — Investments
Investment Status Report — Cash
Activity by Type
Received Interest
Maturity Report
Realized Gains and Losses



Capamal Fund, ret of MOCRA

Mambar Caph Cal P Ao
Ml Servos Covarage Fevching Fund

BESTRIGTED FLINDG
SR 2016 Sarjas R

ER B Coal Reclamation Trusl
MWSA 5 Decommissioning Trust

TOTAL FUNDE

DEMAND ACCOLINTE
Urviesny Bk - Genaral Furel

IBRVESTIMENTS (e Afached)
Bankams Ancepkanoes,
Catifcales of DeposhCallfins.)
Commerial Paper[A1P1)
Garporaie Motes-hedium Tem
Frderal Agencies
Local Agancy Invesimant Fund
Boniry Merked Acoounts
Rapumhass AQnameris
UL, Traasiey iralnemanis
TOTAL INVESTMENTS

Add: Deposs in I
Les= Quistanding checks

TOTAL CAEH & INVESTMENTS

MSR PUDLIC POWER AGENCY
TREASLIRER'S REFORT
FOR THE MONTH OF MAY T

* oo ol Wiatonl Walled IrkaTTatian i WS Banic, Unkon Bank, ave Bloomber Flaendal Spsens

Wia certity thal s stabomong 15 a e and cored record ol {ersaciions 0 the Treasury
pnce e prior raparl. The aganocy has suffident louid assels on deposk o mest Bz
ohligaiors over the next B months, Al vesimonts @ in complianoe: with tha agency's

ik polley guidnlnes,

L

Segil Wan Yunen — Traaseer

s

Ana Wigh -

EUND BALANGES
A5H20 SAERER LK R K 51200
Resaras Unresalized
Coel Wakia Receips Cizbarsamanie Gk Walihg: MK Valka® WEE Vilug® Crdil.osa
38, ETE Qa2 i} a 30,741 192
187 628 i} L] 187 520
2ATE 000 276,000 b 2,750,000 .
41,245 571 8.A%5 B57 ¥ 182407 42,685 827 47 B33 821 Q
21,535 867 4,571,123 2,203, B0 23,823,168 i} 23 B33 18 a
17,590 761 B 301 667 5,202 Ta1 17,500,846 a 17 73BT 122550
2,181 607 a4 1] 2 162 048 i} 2182 48 1]
a4, 248,034 BaTa 23 BT 2 43,674,881 a a3, FaT s 122 BEh
B2 GEY, GOS 10, 350 REE 24,738 A un,au:g,m [} a6 215 571 122,868
CASH & INVESTMENTS
54T
Starufard par
Gyl Ciafm Bl
4085 0% il
M Limit 00 L}
M LA o
bl L% i}
Mz LimH T § 456,000
S 75,000,000 &4.4% & 51 A
P Limdl A2 0% 36 558,084
Py Limdl 0% 1]
P Limit 0.:0% 0
JHLOS B HIT, 907
[
{208,834)
— ISV



M-S-R Public Power Agency
Investment Portfolio May 2020

Federal Agency Issues
Corp Medium Term Notes 0.00%

0.00%

Managed Pool Accounts
(LAIF)
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Earnings Rate

MSR / LAIF / US Treasury 2-Year

May 2020
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General Fund Portfolio
Average Maturity Report
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MSR Publls: Power Agency

Fortfolic Management

Fortfolic Delajls - Investments
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M5SR Public Power Agency

Portfolic Management
Fortfolic Details - Cash
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M3ER Public Power Agency
Portfolio Management
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MSR FPublic Power AgQency
Portfalic Management
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Invesbment Status Report - Cash
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Portfolio Management
Activity By Type
May 1, 2020 through May 31, 2020
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Fortfalic Management
Portfolic Details - Investments
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MSHE Public Power Agency Trust
Portfclio Management

Page 1
Invastment Status Report - Investments
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Fortfolio Management
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MER Public Power Agency
Portfolio Management Page 1
Fortfolio Delails - Investments
June 3, 2020
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Fottfolio Management
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Investment Status Report - Cash
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Portfalic Management
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Investment Status Report - Investmeants
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Investment Status Report - Cash
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Activity By Type
June 1, 2020 through June 30, 2020

Fage 1

Huginning Zlxir-d  Tran=arlion Flrchazer Emdomphone Cnding
LAEIF Invasimenl F B LT EdlEncu Fula Dula o Dvpraubs ur il rarva by Halance
FrhRE oDk Charking Boseunts (Mapbhly S hmomsry
BAEIZFEMONL IV IWODHIHEY L5 S0tk Dodporale Troal 030 22 E50uy 3 I
T IOANY MIMES TIGEE WOREY  LLE Bk Compore T 3D FUBEELT G S el B
ETETTEI0 MSHE™ TTEIZTROREY LIS Bank CRlpa s Vit 11 i UL ) ol )
EWETTEN0E ASME™ TTEIZE MDA EY 2 S BackoCepacale Tieat n =i 1,353,200 20 ] ]
S SN ONEY FACIREINEY LS Bdak Cizperstn Tine R A | ‘RN IT ol
Subreeal E45E0E1. 7 [RLEF = X T L zad 1 pfnas 53204 LT BB
Feokeral Aganey ISSies - Cayipm
Suhigial # BB, A0 DD SASS 3000
Total LC1E14,BMAT 4,501,545 NE 1,445 1a0.45 43,54, 2£7.61

Taaliadasen SES_BESIE AT0XEIR 14 3]

T aae TN MY Vi

Futiain HOFY
Q=
AT LTI

Fapsrer 7307



s)R)

MSER Public Power Agency Trust

Waeesti T alion Biglrck
1237- 111

W Received Interest Mr'"'ﬁ?é‘;fjﬁééﬂ?i
Sorted by Dete Received
Received June 4, 2020 - June 36, Z020
Securky Far  Currant ImMrinml
2l RHzaiams [HIET J Invenylicenl @ Typs Walum Raga bz Ly Uale Heoesapd Asmapt Lie AT Hesenegd warianca
June A0 MEEGCETE 1Tzcd FaC SO0 0300 1.6 C9IC 21D [0 Wl e Aranaad 22EPICO
Eubdnlal 2090000 2¢.510 )
o Talal FrabkOb 2EAO0
Tutal Cual Crerepryrmnt o.o¢
Tosl Cuak, Shnalall o.ip

Dula Updaled SET_WISH LTE2720 14 3]

ToaTae ATITTEN . AR

Fardzha r 2T
=

o e
Apprri e LT



MER Paibllc. Powsr AQency Tous]

Rpcmives] Ingargs]

Fogalved Jung £, 3020 - Juna 30, 2020 Fage 2
1 1
. ecunty Jar  Curent rrer
‘i Darafun: rusee Inwegimentd Type Ul Fate Oute Rengurd Ao Recened
Cash bopounks
June 200 S AL AkTTY AT FY pai (S [Jch OIS far,
P CRTUA WHMETY  dONHMCE AFRSET O HAT 12,580 0 ST 20 o)
SyEdVeOl ) wOMEY  MoEmCLREANCY 2 E A LA I T oG] T Eoell il
ESETFeCoaPAZHEY PVSM2 WMORET e LA MY AT RS WL gl T 1435 0E
LR ] U =g AN B ST e- AR =4 = O 1o
Eukeral 1.E4&dT
el 1,511
Fofow MSRT
Sa lodamd RET_MESR QT02-2020 14,20 F
NPT TR

S Do SRR,

171 8

Setnven Tale



Mjs)R)

M5R Fublic Power Agenty Trust

et ok jalizn Dozl
1211 - 11 52
Wzoe=nn Sh REIRE

Fealired Gains and Losses (2L I
Soned By Maturity/SalaiCall Date
SakesiCallEMalurities- June 1, H20 - June 200 20240
Investmont ¢ letw, Fuechase Far¥ale  Salebate  Dags Head i luar el Raalicod Trval Total  Tewl
In e Ty Saln Gurenl Rase Maur iy Dane Term Baak valui Frowreds GEriLoss Earnings MeL Edrnings Yrlu 354
n.x n 2.3 a7 n2q 20D .00
Mu Jmine 2° Wal.rinn
Famgl s kIR
r=
O3 PSR

Ana Ldaker BRT_MSR OT02E020 1650
S AR TR IO 1

Pazzm s 2200



Treasurer’s Report
JuLy 2020

f i I
I ! I
[ ! fl
i i’ f
i
i
i
{
L]
1
\ L} [}
[} i
L] b ]
| ! !




M-S-R Public Power Agency
Treasurer’s Report
Index

Treasurer’s Report for the Month of July 2020
Investment Portfolio Pie Chart
MSR / LAIF / US Treasury 2-Year
Average Maturity Report
General Fund:
Portfolio Summary
Portfolio Details — Investments
Portfolio Details — Cash
Investment Status Report — Investments
Investment Status Report — Cash
Activity by Type
Activity Report LAIF
Trust Funds:
Portfolio Summary
Portfolio Details — Investments
Portfolio Details — Cash
Investment Status Report — Investments
Investment Status Report — Cash
Activity by Type
Received Interest
Realized Gains and Losses



UNEESTRIGTED LN
Genaral Fund, nal ol MOCRA
Membar Cesh Gall Resars A
Oebl Bardess Covarags Revoldng Fusd

RESTRICTED FLINGHG
MER Hr1E Saries R
MWi5R 3 Coal Redamstion Trial
MER 5 Decamnnssioning Trost

TOTAL FUNDS

DERAHD ACCOARMTS
Uricew Bank - Genarsl Funig

IMVESTMIENTE [Jes Allpched)
Bankem Acceplances
Carificales of DepostiCalling. )
Commamciad Papenf 1P 1)
Conporaie Moles-Medum Temm
Federal Agencies
Loca Apancy Invesireent Fund
Money Miarke Acoounds
Reperchasa Agmamants
L& Treasury Inslnamants
TOTEL INWESTMERTS

Addt Deposits in (rarsi
Less: Outstanding chedia

TOTAL CASH & INVESTMENTS

MER PLBLIC POWER AGENCY
THEASLRER'S REPORT
FOR THE MONTH OF JULY 2000

E2 073 825

* Beurce ol Wk Vakoe nkemation B LS Eaak, Unlan Baek, ard Bloomberg Finascial Byriemss

e padify that ihis sialemanl s a los and comes] eoond of kansactions i Ba Treasury
singe e prior reporl. The agency has sufficiant liguid sssels on depost o meet ks
chligations. cymr #wa next & monins. Al invesimengs. are in complance with o agenoy's

Impgpiprsiey] podioy guidadines,

Seall Van Viren — Treaser

By
Ana g - Ass TIaasIIeT

FAIND BAl ANGES
EIAMN0E0 TANRNE0 T2 ) i i
Resarscs: Linrealized
__ CosiVae _ Recoipls  Dishumemenis  CostVilue MM \aas'  MiVaue'  Goinloss
.07 470 o ] 35,771,228
187,629 o 1] 197 529
SIUE%I.‘.III 75,000 3,300,040 1]
&34 19,582 e LEN RN 39,960 BET A9 GRE 85T [i]
26108 412 T E0LFI8 405 2443672 4 A4 ETE o
W7, 500 545 54 92813 17 408,056 4 17,580,278 112142
T1a2 21 146} ] 212311 (1] 2182311 1]
45,861,260 56,504 518 EOEE 016 22,104,050 [ 228210 2142
BoeBl0Te  G7.810.908 9405050 fi2, 07 Bah g 82,185,067 12142
CASH & INVESTRIERTS
20657
Brandand par
G| Goifa fchisl
Al Lias a
o Limi 000 1]
26% 0% a
305 LK 1]
o Limit L% &, 856,500
576,000,000 Ge.0% 36,283 530
i Limit 2528, 18,447 250
Mo Limil ,0% i
Mo Lt 0,0% 1]
L0 B1.257 461
1]
(154,199)



M-S-R Public Power Agency
Investment Portfolio July 2020
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Partfolic Management
Activity By Type
July 1, 2020 through July 31, 2020

Puage 1

Baginning Slaled  TransacHan Purthase= Aedempbana Znding
(= o In'waskm=:znk A 111113 Balangs Ral: Dotk o Dy or N drpsgls Balzrc
Managed Pacl Bocounts (Manbhly Swmmany]
LA Leir Al Roancy Ipansimenl Ty d __ UR=FH . 13472 GG Elatik] l.'-:lwf.“.l::l_
Suighaie ;-E.IEZ.IEE-JI.I o 1511724k 3 LD OULH] 33203 J4ESE
PassbhaokiZhecking Accounts [Manthly Summary]
St ZnuElAal MrenB SEsSia liner Ja-k oc (a P ris bl s oA Ll
SulHuial 151561485 SiFATEST ot 1=} BTS ASE4
Tl L FE LR T A BED 04922 11 B0 O (Hy S09eE 5T IR

Maiapialed SET_MERD 0025500 534
R LRI R A R A

Forttne MERL:
=
=WOHEM_Svarlc

HEEE TR



2RO vk alon Db
1221 -1 5

Wanesmn (05 BESIED

—
! !
M S 5 R MSE Pubrlic Power Agency
II 1
\ h Received Interest Es -7
Sorted by Date Received
Received JJuly 1, 2020 - July 31, 2020
Fecurily Fa  Lwrem Interest
Cak: Soce vl CUSIF NS0 5 Type Wluc Raie [ure Rsceived Amaunt Rrcelvwed
Cakh ACCrants
HAph 220 AN LA e 28,235,730 fG 2522 Q200 157,00 5
Sublcap 151,1/2.6=
Totpd 109,174

Cad Mpdales SETV_MSRG Je0vd20 155

LA Rl P Tt b I ]

Pediche MSRE
or

[ B ol TR
Hago s, DY



I| Ill 1
I|I ]
! M S R . Mzgestz Irrgalizr Zishecl
b , '. M3SR Public Fower Agency g 2 RS
A - Activity Report e E

lzsuar: Local Agency Investment Fund
July 1, 2020 - July 31, 2020

Pac Ualuwe Par valur
P il Egginning  Gurfanl  Trasartan Pur:hmks qeA=TRIEMS X Ending
RIE- In-mzhbrmenk A lygumr  2FPorfalla Balane: Rt Dadr L R Pt Balaei
I[EsUer Loeal Agency Inveebment Fund
Manzyped Fool dceaumls
svE_kIF L F <l ey lnddstimor] Fus i S 211 L SACALED
gubecia and Balance dg 20z, I2g. 0D 151 172 gk 41 B2 DD, 0 1b.i 9z, 19E.3%
e 1= Eoixintal QE. 107 L2209 1. 20 151 172 /R LA RC0M;.00 A8.:92 . 19E .36
Tatal 20z 1B ED 191 A7 26e 31 5G.0D0G. D 19,292, 19E.249

izl M0
ZP
B ATT_SLTED

Sappy e T

Digra Lptale, SEV_MESRS BEICr2050 5
8 TR i Tuppuid ) FER T



sl

MSR Fublic Power Agensy Trust
Portfolio Managameant
Fortfzhio Summary
July 31, 2020

FAdesrd PR han Jeing)
1231 - "R s

Fadnsh, ©1s YGRARE

EOE RIS 00

Far Mar ke Boak %of Ciasca L Ry

Invesiments Walue Ll “Slue Frrtiabo Trm Foiurity JEE Equiv
lade-pl aqmnce Iguyes - o pne L LA L] (A ] SR B LN L) Dok AE) iRl B REY 1587

£, 700, De00. 00 ETEX_OAZ At 556, 40010 100.00%% 1,826 2k 1.6CT
IPnee= At i
Cazh
Jwtnlze bR ng EdeTZhn 0 A 15?353 10 LA E | hRerh]
sl nrhimedin ped ~amdwan-g
Tolal Caeh wad Inweslmenty 12147 268 10 22,216, 710.10 27 104 6311 182 224 7607

Tous| Eemings

<uly 31_Mcnth Ending Fracal Yaor To Dpts

Zorral voar
Avgrage Daily Ealangs
EMpcElve Rate of Ratarn

P 3]
. 225 DET-2%
0.52%

145 138,67

Sl Wy Yapen, T measare:

Fepocring pericd 97001202007/ 3112020
Cala Upealed SET_MSE SMSEI2Z0 14,15

ATV PARIERIZEL . TS

#arlchy MSRT
CF

o chE_aue T
Fzi e Lt



MER Public Fower Agency Trust
FPortfclis Management
Fortfolio Details « Investments
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M-S-R Public Power Agency
Big Horn Operations

Date: September 11, 2020

From: Martin Hopper, Genera Manager
To: M-S-R PPA Technical Committee
Subject: Big Horn Operations Statistics

Enerqy Production Statisticsfor the Big Horn Wind Ener qy Project:

Monthly % of

Cumulative Wind

BigHorn | Operations Pr(ﬁbﬁ:)on Forecast — Year Production
Contract (5-Year) (MWh)
June 47,170 100.2% 426,246
July 48,563 117.0% 474,809
August 41,257 119.0% 516,066
Annual Contract Forecast N/A N/A 478,779
Annua Budget Forecast N/A N/A 510,000
Life of Project Production N/A N/A 7,099,719
_ _ Production Monthly % of CumulativeWind
BigHorn |1 Operations (MWh) Forecast — Year Production
Contract (5-Year) (MWh)
June 11,664 123.0% 96,445
July 8,989 116.7% 105,434
August 7,748 115.4% 113,182
Annual Contract Forecast N/A N/A 116,651
Annua Budget Forecast N/A N/A 115,000
Life of Project Production N/A N/A 1,175,556

The Contract Year for Big Horn | beginsin October of each year. The energy production
through July (9 months) almost exceeded the expectation for the entire contract year. August
marks the 8" month exceeding 100% of expectation with one month to go. The same can be said
of Big Horn Il with deliveries spanning November through the following October. With two

months to go, the annual expected energy production will easily be surpassed.
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Big Horn | Performance
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Transmission Curtailments:

Curtailments On-Peak Off-Peak Total
(MWh) (MWh) (MWh)
June 240 51 291
July 450 9 459
August 72 26 88
Year To Date 932 546 1,478
Historic Annual Average 1,370 821 2,191

The cluster of on-peak curtailments were between June 26™ and 29" due to reduced COI
capability. The predominance of the June off-peak curtailments occurred during light load hours
on apair of Saturdays, the 6™ and 27". July curtailments were similarly concentrated in on-peak
hours. August saw reduced curtailments; however, higher than normal curtailments could be
expected as long as wildfires rage in Oregon and Northern California.
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M-S-R Public Power Agency
Staff Report

Date: September 14, 2020

From: Martin R. Hopper, General Manager

To: M-S-R PPA Commission

Subject: September 2020 WREGIS REC Transfers Status Report

In 2013, the General Manager met with Iberdrola Renewables, Inc (now Avangrid Renewables, Inc.)
regarding the status of its transfers of Western Renewable Energy Generation Information System
(WREGIS) Renewable Energy Credits (RECs) for the Big Horn | and Big Horn 11 Wind Energy
Projectsto M-SR PPA. Ideally, the WREGI S timelines would allow transfers of RECsto M-SR
PPA about 90-days after the close of areporting month. At the time of that meeting, some transfers
were as many as 215-days outstanding. Avangrid subsequently reviewed its internal procedures and
has generally completed Big Horn | and Big Horn Il transfersin atimely manner. The attached chart
illustrates current and historic status of REC transfers. As requested by the Commission, this report
will be updated and presented at each regular meeting.

| recommend the Commission note and file the September 2020 WREGIS REC Transfers Status
Report.
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M-S-R Public Power Agency
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Date: September 14, 2020

From: Martin R. Hopper, General Manager

To: M-S-R PPA Commission

Subject: September 2020 WREGIS REC Transfers Status Report

In 2013, the General Manager met with Iberdrola Renewables, Inc (now Avangrid Renewables, Inc.)
regarding the status of its transfers of Western Renewable Energy Generation Information System
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Projectsto M-SR PPA. Ideally, the WREGI S timelines would allow transfers of RECsto M-SR
PPA about 90-days after the close of areporting month. At the time of that meeting, some transfers
were as many as 215-days outstanding. Avangrid subsequently reviewed its internal procedures and
has generally completed Big Horn | and Big Horn Il transfersin atimely manner. The attached chart
illustrates current and historic status of REC transfers. As requested by the Commission, this report
will be updated and presented at each regular meeting.

| recommend the Commission note and file the September 2020 WREGIS REC Transfers Status
Report.
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M-S-R Public Power Agency
Staff Report

Date: September 21, 2020

From: Martin R. Hopper, General Manager

To: M-S-R PPA Technical Committee

Subject: September 2020 Outside Services Budget versus Actual Report

FISCAL YEAR 2020:

Major Legal Providers Reporting Are:

Duncan, Weinberg, Genzer, and Pembroke: Through: July 31, 2020
Law Offices of Susie Berlin: Through: July 31, 2020
Porter Simon: Through: August 31, 2020

Major Consulting Providers Reporting Are:

Navigant Consulting: Through: February 29, 2020
KBTLLC: Through: August 31, 2020

Legacy Liability Providers Reporting Are:

PNM — Reclamation Management: Through: August 31, 2020
Reclamation: Through: August 31, 2020
Decommissioning: Through: August 31, 2020

Detailed charts of monthly budget versus actual cost comparisons for each provider are
attached. Pursuant to arequest by Member Staff, the charts now include projected costs
through year-end. Note: Any current period expenditures shown attachments printed in
bold italics are estimates.

Recommendation:

| recommend the Committee note and file this report.



M-S-R PPA
All Legal Summary

Month of: Aug-2020

All Legal - Total

1,000,000
750,000
500,000 ==&— CUMMULATIVE BUDGET
—— CUMMULATIVE ACTUAL
= ==<PROJECTED
250,000
S N S S N N N S S S N S
@w ,\9% w@' ,19'» '»& '»& ,‘9'1, v ,19'» '»& ,19'» q/@,
& & & & & & S > X Y K &
CURRENT MONTH YEAR TO DATE
. Budget Actual Positive Actual v. . Budget Year Actual Yearto  Positive Actual v.
By Function Current Current : By Function :
Variance Budget % to Date Date Variance Budget %
Month Month
Generation 2,083 1,540 543 74% Generation 16,667 14,850 1,817 89%
Gen - Other 1,250 0 1,250 0% Gen - Other 10,000 14,917 (4,917) 149%
Renewables 2,250 1,088 1,162 48% Renewables 18,000 14,244 3,756 79%
Rens - Other 22,917 30,000 (7,083) 131% Rens - Other 183,333 96,597 86,736 53%
Reg & Comp 14,667 9,000 5,667 61% Reg & Comp 117,333 65,180 52,153 56%
Administrative 1,000 880 120 88% Administrative 8,000 6,365 1,635 80%
Total 44,167 42,508 1,659 96% Total 353,333 212,153 141,180 60%
Budget Actual . .
By Provider Current Current Po_smve Actual v. By Provider Budget Year Actual Year to Po_smve Actual v.
Variance Budget % to Date Date Variance Budget %
Month Month
Duncan 31,500 36,000 (4,500) 114% Duncan 252,000 141,165 110,835 56%
Berlin 8,083 4,000 4,083 49% Berlin 64,667 34,767 29,899 54%
Porter Simon 3,333 2,508 825 75% Porter Simon 26,667 21,303 5,363 80%
Others 1,250 0 1,250 0% Others 10,000 14,917 (4,917) 149%
Total 44,167 42,508 1,659 96% Total 353,333 212,153 141,180 60%

9/21/20
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M-S-R PPA
Duncan Summary

Month of: Aug-2020

CURRENT MONTH

Budget Actual Positive Actual v.
Current Current Variance Budget %
Month Month
Generation 0 0 0 0%
Gen - Other 0 0 0 0%
Renewables 250 0 250 0%
Rens - Other 22,917 30,000 (7,083) 131%
Reg & Comp 8,333 6,000 2,333 72%
Administrative 0 0 0 0%
Total 31,500 36,000 (4,500) 114%
YEAR TO DATE
Budget Year Actual Year Positive Actual v.
to Date to Date Variance Budget %
Generation 0 0 0 0%
Gen - Other 0 0 0 0%
Renewables 2,000 0 2,000 0%
Rens - Other 183,333 96,597 86,736 53%
Reg & Comp 66,667 44,568 22,098 67%
Administrative 0 0 0 0%
Total 252,000 141,165 110,835 56%
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M-S-R PPA
Berlin Summary

Month of: Aug-2020

CURRENT MONTH

Budget Actual Positive Actual v.
Current Current Variance Budget %
Month Month
Generation 0 0 0 0%
Gen - Other 0 0 0 0%
Renewables 1,833 1,000 833 55%
Rens - Other 0 0 0 0%
Reg & Comp 6,250 3,000 3,250 48%
Administrative 0 0 0 0%
Total 8,083 4,000 4,083 49%
YEAR TO DATE
Budget Year Actual Year Positive Actual v.
to Date to Date Variance Budget %
Generation 0 0 0 0%
Gen - Other 0 0 0 0%
Renewables 14,667 14,156 511 97%
Rens - Other 0 0 0 0%
Reg & Comp 50,000 20,612 29,388 41%
Administrative 0 0 0 0%
Total 64,667 34,767 29,899 54%

Berlin - Total
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Total

Aug-2020

M-S-R PPA
Misc Legal Summary

CURRENT MONTH

Budget Actual Positive Actual v.
Current Current Variance Budget %
Month Month
0 0 0 0%
1,250 0 1,250 0%
0 0 0 0%
0 0 0 0%
0 0 0 0%
0 0 0 0%
1,250 0 1,250 0%
YEAR TO DATE
Budget Year Actual Year Positive Actual v.
to Date to Date Variance Budget %
0 0 0 0%
10,000 14,917 (4,917) 149%
0 0 0 0%
0 0 0 0%
0 0 0 0%
0 0 0 0%
10,000 14,917 (4,917) 149%
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M-S-R PPA
Porter Simon Summary

Month of: Aug-2020
CURRENT MONTH

Budget Actual Positive Actual v.

Current Current Variance Budget %

Month Month
Generation 2,083 1,540 543 74%
Gen - Other 0 0 0 0%
Renewables 167 88 79 53%
Rens - Other 0 0 0 0%
Reg & Comp 83 0 83 0%
Administrative 1,000 880 120 88%
Total 3,333 2,508 825 75%

YEAR TO DATE
Budget Year Actual Year Positive Actual v.

to Date to Date Variance Budget %
Generation 16,667 14,850 1,817 89%
Gen - Other 0 0 0 0%
Renewables 1,333 88 1,245 7%
Rens - Other 0 0 0 0%
Reg & Comp 667 0 667 0%
Administrative 8,000 6,365 1,635 80%
Total 26,667 21,303 5,363 80%

Porter Simon - Total
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Reallocated

Legal Costs - 2020 2020 Budget g et Jan-2020  Feb-2020  Mar-2020  Apr-2020  May-2020  Jun-2020 k2020 Aug-2020  Sep-2020  Oct-2020  Nov-2020  Dec-2020 0% Average  Year-End
Italics = Estimates 8.33% 16.67% 25.00% 33.33% 41.67% 50.00% 58.33% 66.67% 75.00% 83.33% 91.67% 100.00% Projection
DWG&P
Generation
SJGS Agreements - - - - - - - - - - - - - - - - -
Renewables
BPA/PNW Gen'l 10,000 3,000 - - - - - - - - 500 - - - 500 42 500
Rens - Other
BPA Rate Cases 275,000 275,000 7,903 8,930 4,494 3,486 7,560 21,742 12,482.01 30,000 40,000 50,000 25,000 20,000 231,597 19,300 231,597
Regulatory & Comp
FERC Gen'l 100,000 100,000 7,655 3,422 8,478 3,823 5,058 7,087 3,045.50 6,000 6,000 6,000 6,000 5,000 67,568 5,631 67,568
385,000 378,000 15,558 12,352 12,972 7,309 12,618 28,829 15,527.51 36,000 46,500 56,000 31,000 25,000 299,665 24,972 299,665
4.12% 7.38% 10.82% 12.75% 16.09% 23.71% 27.82% 37.35% 49.65% 64.46% 72.66% 79.28% 79%
Law Offices of Susie Berlin
Generation - - - - - - -
Renewables
RES/RPS 15,000 22,000 2,847 2,223 273 195 2,379 3,432.00 1,806.60 1,000 1,400 1,400 1,400 1,400 19,756 1,646 19,756
Regulatory & Comp
AB32/Cap & Trade/s 75,000 75,000 6,369 2,457 2,663 2,145 1,521 1,521.00 936.00 3,000 3,000 3,000 3,000 3,000 32,612 2,718 32,612
A&G 2,000 - - - - - - - - - -
92,000 97,000 9,216 4,680 2,936 2,340 3,900 4,953.00 2,742.60 4,000.00 4,400.00 4,400.00 4,400 4,400 52,367 4,364 52,367
9.50% 14.33% 17.35% 19.76% 23.79% 28.89% 31.72% 35.84% 40.38% 44.91% 49.45% 53.99% 54%
Others Italics = Estimates
Generatiion - Other
Najjar & Virtue 15,000 15,000 8,331 4,650 935.82 - - - 1,000 - - - - - 14,917 1,243 14,917
15,000 15,000 8,331 4,650 935.82 - - - 1,000 - - - - - 14,917 1,243 14,917
55.54% 86.54% 92.78% 92.78% 92.78% 92.78% 99.45% 99.45% 99.45% 99.45% 99.45% 99.45% 99%
Sub Total 492,000 490,000 33,105 21,682 16,843 9,649 16,518 33,782 19,270 40,000 50,900 60,400 35,400 29,400 366,950 30,579 366,950
6.76% 11.18% 14.62% 16.59% 19.96% 26.85% 30.79% 38.95% 49.34% 61.66% 68.89% 74.89% 75%
Porter Simon
M-S-R PPA
Generation 15,000 25,000 2,046 2,090 1,716.00 2,728 1,848.00 1,408 1,474.00 1,540.00 1,500 1,500 1,500 1,500 20,850 1,738 20,850
Renewables 2,000 2,000 - - - - - 88.00 - - - - 88 9 106
Regulatory & Comp 1,000 1,000 - - - - - - - - - - - - -
A&G 30,000 12,000 - 2,779 242.00 22 1,892.00 110 440.00 880.00 1,000 1,000 1,000 1,000 10,365 864 10,365
48,000 40,000 2,046 4,869 1,958.00 2,750 3,740.00 1,518 1,914.00 2,508.00 2,500 2,500 2,500.00 2,500.00 31,303 2,610 31,321
5.12% 17.29% 22.18% 29.06% 38.41% 42.20% 46.99% 53.26% 59.51% 65.76% 72.01% 78.26% 78%
GRAND TOTAL 540,000 530,000 35,151 26,552 18,801 12,399 20,258 35,300 21,184 42,508 53,400 62,900 37,900 31,900 398,253 33,189 398,271
6.63% 11.64% 15.19% 17.53% 21.35% 28.01% 32.01% 40.03% 50.10% 61.97% 69.12% 75.14% 75.15%
Legal Legal
Original 2020  Revised
Budaet 2020 Budaet
G 15,000 25,000 20,850
G - Other 15,000 15,000 14,917
R 27,000 27,000 20,344
R - Other 275,000 275,000 231,597
R&C 176,000 176,000 100,180
A 32,000 12,000 10,365
5 0 0 3
50/35/15 62,000 52,000 46,132 46,132
Renew 302,000 302,000 251,941 251,958
9/21/20 2020 Input

Notes
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M-S-R PPA
Total Outside Consult Summary

Month of:

Aug-2020

Outside Services Consultants - Total

250,000
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By Function

Generation
Gen - Other
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Reg & Comp
Administrative

Total

By Provider

Navigant
KBT
Others

Total

© © N N S N
N §% :\9’» '@, w@, :‘9'» .
Qz‘f" @’Z} ?Q‘ @’5\ \\)Q \3
CURRENT MONTH
Budget Actual Positive Actual v.
Current Current Variance Budget %
Month Month get
3,000 2,544 456 85%
0 0 0 0%
5,750 2,544 3,206 44%
5,833 5,278 555 90%
1,583 0 1,583 0%
1,250 1,908 (658) 153%
17,417 12,274 5,143 70%
Budget Actual Positive Actual v.
Current Current Variance Budget %
Month Month get
250 0 250 0%
14,000 12,274 1,726 88%
3,167 0 3,167 0%
17,417 12,274 5,143 70%

S N N S o S
N ,9'» N ,19'» '»Qq' ,\9’»
% S & S &
YEAR TO DATE
By Function Budget Year Actual Yearto  Positive Actual v.
Y to Date Date Variance Budget %
Generation 24,000 22,684 1,316 95%
Gen - Other 0 0 0 0%
Renewables 46,000 31,810 14,191 69%
Rens - Other 46,667 24,752 21,915 53%
Reg & Comp 12,667 5,098 7,569 40%
Administrative 10,000 10,376 (376) 104%
Total 139,333 94,719 44,614 68%
By Provider Budget Year Actual Yearto  Positive Actual v.
Y to Date Date Variance Budget %
Navigant 2,000 412 1,588 21%
KBT 112,000 84,112 27,888 75%
Others 25,333 10,195 15,138 40%
Total 139,333 94,719 44,614 68%

2020 Consulting and Outside Service Expenses.xIsx



M-S-R PPA
Navigant Summary

Month of: Aug-2020

CURRENT MONTH

Budget Actual Positive Actual v.
Current Current Variance Budget %
Month Month
Generation 0 0 0 0%
Gen - Other 0 0 0 0%
Renewables 0 0 0 0%
Rens - Other 0 0 0 0%
Reg & Comp 0 0 0 0%
Administrative 250 0 250 0%
Total 250 0 250 0%
YEAR TO DATE
Budget Year Actual Year Positive Actual v.
to Date to Date Variance Budget %
Generation 0 0 0 0%
Gen - Other 0 0 0 0%
Renewables 0 0 0 0%
Rens - Other 0 0 0 0%
Reg & Comp 0 0 0 0%
Administrative 2,000 412 1,588 21%
Total 2,000 412 1,588 21%

Navigant - Total
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M-S-R PPA
KBT Summary

Month of: Aug-2020

CURRENT MONTH

Budget Actual Positive Actual v.

Current Current Variance Budget %

Month Month
Generation 3,000 2,544 456 85%
Gen - Other 0 0 0 0%
Renewables 4,167 2,544 1,623 61%
Rens - Other 5,833 5,278 555 90%
Reg & Comp 0 0 0 0%
Administrative 1,000 1,908 (908) 191%
Total 14,000 12,274 1,726 88%

YEAR TO DATE
Budget Year Actual Year Positive Actual v.

to Date to Date Variance Budget %
Generation 24,000 22,684 1,316 95%
Gen - Other 0 0 0 0%
Renewables 33,333 26,712 6,621 80%
Rens - Other 46,667 24,752 21,915 53%
Reg & Comp 0 0 0 0%
Administrative 8,000 9,964 (1,964) 125%
Total 112,000 84,112 27,888 75%

KBT - Total
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M-S-R PPA
Misc Outside Services Summary

Month of: Aug-2020

CURRENT MONTH

Budget Actual Positive Actual v.
Current Current Variance Budget %
Month Month
Generation 0 0 0 0%
Gen - Other 0 0 0 0%
Renewables 1,583 0 1,583 0%
Rens - Other 0 0 0 0%
Reg & Comp 1,583 0 1,583 0%
Administrative 0 0 0 0%
Total 3,167 0 3,167 0%
YEAR TO DATE
Budget Year Actual Year Positive Actual v.
to Date to Date Variance Budget %
Generation 0 0 0 0%
Gen - Other 0 0 0 0%
Renewables 12,667 5,098 7,569 40%
Rens - Other 0 0 0 0%
Reg & Comp 12,667 5,098 7,569 40%
Administrative 0 0 0 0%
Total 25,333 10,195 15,138 40%

Misc Outside Services - Total

40,000
35,000
30,000
25,000
20,000

15,000

=—&— CUMMULATIVE BUDGET

5,000 ==<=<PROJECTED

Jan-2020
Feb-2020
Mar-2020
Apr-2020
May-2020
Jun-2020
Jul-2020
Aug-2020
Sep-2020
Oct-2020
Nov-2020
Dec-2020
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Consultant Costs -
Italics = Estimates
Navigant
Generation
Renewables
Regulatory & Comp

Administrative

Generation
Gen - Other
Renewables

Rens - Other

Regulatory & Comp
Administrative
SUBTOTAL

Outside Services
Generation
Renewables

Rens - Other
Regulatory & Comp

Administrative

GRAND TOTAL

G - Other

R
R - Other
R&C

9/21/20

General

General
SJGS Disposition
General

BP-20 Rate Case

KBT 2020-01
KBT 2020-02
KBT 2020-03
KBT 2020-04
KBT 2020-05
KBT 2020-06

Sum

Ferguson Group
Politico Group

Ferguson Group
Politico Group

50/35/15
Renew

Revised

2020 Budget Budaet Task Orders ~ Jan-2020 Feb-2020 Mar-2020 Apr-2020 May-2020 Jun-2020 Jul-2020 Aug-2020 Sep-2020 Oct-2020 Nov-2020 Dec-2020 Total Average Year-End Notes
8.33% 16.67% 25.00% 33.33% 41.67% 50.00% 58.33% 66.67% 75.00% 83.33% 91.67% 100.00% Projection
5,000 3,000 - 412.14 - - - - - 500 - 1,000 - 1,912 174 2,086
5,000 3,000 - 412 - - - - - - 500 - 1,000.00 - 1,912 174 2,086
0.00% 13.74% 13.74% 13.74% 13.74% 13.74% 13.74% 13.74% 30.40% 30.40% 63.74% 63.74% 70%
21,000 36,000 2,120 3,180 3,392 2,120 3,816 3,816 1,696 2,544.00 2,800 2,800 2,800 2,800 33,884 2,824 33,884
50,000 50,000 3,604 3,604 2,968 3,816 3,180 2,544 4,452 2,544.00 3,000 3,000 3,000 3,000 38,712 3,226 38,712
70,000 70,000 - BP-20 Rate Case
2,912 728 1,638 2,366 1,183 2,366 Jan - Feb
2,912 637 910 1,547 774 1,547 Mar - Apr
12,740 2,184 7,644 9,828 4,914 9,828 May - Jun
21,840 5,733 5,278.00 11,011 5,506 11,011 Jul - Aug
21,840 10,920 10,920 21,840 10,920 21,840 Sep - Oct
21,840 10,920 10,920 21,840 10,920 21,840 Nov - Dec
84,084 68,432 68,432
15,000 12,000 848 848 848 1,908 636 424 2,544 1,908.00 900 900 900 900 13,564 1,130 13,564
156,000 168,000 84,084 7,300 9,270 7,845 8,754 9,816 14,428 14,425 12,274.00 17,620 17,620 17,620.00 17,620.00 154,592 41,396 154,592
4.35% 9.86% 14.53% 19.74% 25.59% 34.17% 42.76% 50.07% 60.55% 71.04% 81.53% 92.02% 92%
154,592
161,000 171,000 7,300 9,682 7,845 8,754 9,816 14,428 14,425 12,274 18,120 17,620 18,620 17,620 156,504 41,570 156,678
4.53% 10.55% 15.42% 20.86% 26.95% 35.92% 44.88% 52.50% 63.75% 74.70% 86.26% 97.21% 92%
ltalics = Estimates
5,000 5,000 - - - -
14,000 14,000 1,098 1,000 1,000 1,000 1,000 - - - - - - - 5,098 425 5,098
5,000 5,000 - - - -
14,000 14,000 1,098 1,000 1,000 1,000 1,000 - - - - - - - 5,098 425 5,098
38,000 38,000 2,195 2,000 2,000 2,000 2,000 - - - - - - - 10,195 850 10,195
5.78% 11.04% 16.30% 21.57% 26.83% 26.83% 26.83% 26.83% 26.83% 26.83% 26.83% 26.83% 27%
199,000 209,000 9,495 11,682 9,845 10,754 11,816 14,428 14,425 12,274 18,120 17,620 18,620 17,620 166,699 42,419 166,873
4.77% 10.64% 15.59% 20.99% 26.93% 34.18% 41.43% 47.60% 56.70% 65.56% 74.91% 83.77% 80%
Original 2020  Revised
Budaet 2020 Budaet
21,000 36,000 33,884
69,000 69,000 43,810
70,000 70,000 68,432
19,000 19,000 5,098
20,000 15,000 15,650
199,000 209,000 166,873
41,000 51,000 49,534
139,000 139,000 112,242

2020 Input
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Legacy Liability - Total

Month of:

Aug-2020

Legacy Liabilities - Total

==& Cummulative Budget
—— Cummulative Actual

= === Projected

1,250,000
1,000,000
750,000
500,000
250,000
Jan-2020 Feb-2020 Mar-2020 Apr-2020 May-2020 Jun-2020
CURRENT MONTH
. Budget Actual Positive Actual v.
By Function Current Current Variance Budaet %
Month Month g
PNM - Reclamation 3,500 4,574 (1,074) 131%
SJCC - Reclamation 76,000 54,039 21,961 71%
PNM - Decommission 0 429 (429) #DIVI/0!
Total 79,500 59,042 20,458 74%

9/21/20

Jul-2020  Aug-2020 Sep-2020

By Function

PNM - Reclamation
SJCC - Reclamation
PNM - Decommission

Total

Oct-2020

Nov-2020 Dec-2020

YEAR TO DATE

Budget Year Actual Yearto  Positive Actual v.
to Date Date Variance Budget %
28,000 21,540 6,460 7%
746,000 502,410 243,590 67%
0 37,197 (37,197)  #DIV/O!
774,000 561,147 212,853 72%

2020 Legacy Liability Expenses.xIsx
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45,000
40,000
35,000
30,000
25,000
20,000
15,000
10,000

5,000

Month of:

Generation

Total

Generation

Total

PNM - Reclamation

Aug-2020
CURRENT MONTH
Budget Actual Positive Actual v.
Current Current Variance Budget %
Month Month get™
3,500 4,574 (1,074) 131%
3,500 4,574 (1,074) 131%
YEAR TO DATE
Budget Year Actual Year Positive Actual v.
to Date to Date Variance Budget %
28,000 21,540 6,460 7%
28,000 21,540 6,460 77%

PNM - Reclamation

o
(o]
o
a

c

©
=

Feb-2020

Mar-2020

= === Projected

Apr-2020
May-2020
Jun-2020
Jul-2020
Aug-2020
Sep-2020
Oct-2020
Nov-2020
Dec-2020

2020 Legacy Liability Expenses.xlsx
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9/21/20

Month of:

Generation

Total

Generation

Total

1,200,000

SJCC - Reclamation

Aug-2020

CURRENT MONTH

Budget Actual Positive Actual v.

Current Current Variance Budget %

Month Month get™
76,000 54,039 21,961 71%
76,000 54,039 21,961 71%

YEAR TO DATE

Budget Year Actual Year Positive Actual v.

to Date to Date Variance Budget %
746,000 502,410 243,590 67%
746,000 502,410 243,590 67%

SJCC - Reclamation

1,000,000
800,000
600,000
400,000
200,000

o
(o]
o
o

c

O
8

Feb-2020

Mar-2020

Apr-2020
May-2020
Jun-2020
Jul-2020
Aug-2020
Sep-2020
Oct-2020
Nov-2020
Dec-2020

==& Cummulative Budget
= Cummulative Actual

= === Projected
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PNM - Decommissioning
Month of: Aug-2020

CURRENT MONTH

Budget Actual Positive Actual v.

Current Current Variance Budget %

Month Month 9 0
Generation 0 429 (429) #DIV/O!
Total 0 429 (429) #DIV/0!

YEAR TO DATE

Budget Year Actual Year Positive Actual v.

to Date to Date Variance Budget %
Generation 0 37,197 (37,197)  #DIV/0!
Total 0 37,197 (37,197)  #DIV/0!

PNM - Decommissioning

45,000
40,000 ---—",-
35,000 ——a——a—-a—-a—=
30,000
25,000
20,000 ==& Cummulative Budget
15,000
’ —i— lative Actual
10,000 Cummulative Actua
5,000 "3 = =<=-<Projected
O O O O O O O O O o o o
N N & & N N NN & N N NN
O O O O O O O O O O o o
Ny g o aoa qad :j Qoo
T E22E53288 83
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M-S-R 2020  Revised or Total Average Year-End

Lagacy Liability Costs - 2020 ™ g 0o/ AOP Jan-2020  Feb-2020  Mar-2020  Apr-2020  May-2020  Jun-2020  Jul-2020  Aug-2020  Sep-2020  Oct-2020  Nov-2020  Dec-2020
8.33% 16.67% 25.00% 33.33% 21.67% 50.00% 58.33% 66.67% 75.00% 83.33% 91.67%  100.00% Projection
PNM - Reclamation - Budget 42,000 42,000 3,500 3,500 3,500 3,500 3,500 3,500 3,500 3,500 3,500 3,500 3,500 3,500 42,000
Cummulative Budget 3,500 7,000 10,500 14,000 17,500 21,000 24,500 28,000 31,500 35,000 38,500 42,000
Reclamation Trust
Funds Operating Agent - 930 1,012 1,490 1,912 5,144 6,477 457433 5,000 2,000 2,000 2,000 32,540 2,712 32,540
42,000 42,000 B 930 1,012 1,490 1912 5,144 6477 457433 5,000 2,000  2,000.00 2,000 32,540 2,712 32,540
Cummulative Actual - 930 1,943 3,432 5,345 10,489 16,966 21,540 26,540 28,540 30,540 32,540
0.00% 2.22% 4.63% 8.17% 12.73% 24.97% 40.40% 51.29% 63.19% 67.95% 72.72% 77.48% 7%
SJCC - Reclamation - Budget 88,000 80,000 76,000 74,000 130,000 120,000 102,000 76,000 74,000 81,000 58,000 74,000 1,033,000
Cummulative Budget 88,000 168,000 244,000 318,000 448,000 568,000 670,000 746,000 820,000 901,000 959,000 1,033,000
88,000 168,000 244,000 318,000 448,000 568,000 670,000 746,000 820,000 901,000 959,000 1,033,000
San Juan - Surface 1,033,000 1,033,000 84,228 50,500 68,861 22,783 61,560 92,613 67,827  54,038.70 80,000 80,000 80,000 80,000 822,410 68,534 822,410
San Juan - Underground - - - - -
1,033,000 1,033,000 84,228 50,500 68,861 22,783 61,560 92,613 67,827  54,038.70 80,000 80,000  80,000.00 80,000 822,410 68,534 822,410
Cummulative Actual 84,228 134,728 203,589 226,371 287,931 380,544 448,371 502,410 582,410 662,410 742,410 822,410
8.15% 13.04% 19.71% 21.91% 27.87% 36.84% 43.40% 48.64% 56.38% 64.12% 71.87% 79.61% 80%
PNM - Decommissioning - 3,812 - - - - - - - - - - 1,906 1,906 3,812
Cummulative Budget - - - - - - - - - - 1,906 3,812
Initial Decommissioning 36,768 - - - - - - 428.92 - - 1,900 1,900 40,997 3,416 40,997
B 3,812 36,768 B B B B B B 428.92 B B 1,900.00 1,900 40,997 3,416 40,997
Cummulative Actual 36,768 36,768 36,768 36,768 36,768 36,768 36,768 37,197 37,197 37,197 39,097 40,997
964.61%  964.61%  964.61%  964.61%  964.61%  964.61%  964.61%  975.86%  975.86%  975.86%  1025.71%  1075.55% 1075.55%
Total Legacy Liability 1,078,812 120,996 51,430 69,873 24,272 63,472 97,757 74,304 59,042 85,000 82,000 83,900 83,900 895,947 74,662 895,947
120,996 172,426 242,299 266,572 330,044 427,800 502,105 561,147 646,147 728,147 812,047 895,947
11.22% 15.98% 22.46% 24.71% 30.59% 39.65% 46.54% 52.02% 59.89% 67.50% 75.271% 83.05% 83%
Cummulative Budget 91,500 175,000 254,500 332,000 465,500 589,000 694,500 774,000 851,500 936,000 999,406 1,078,812
Cummulative Actual 120,996 172,426 242,299 266,572 330,044 427,800 502,105 561,147 646,147 728,147 812,047 895,947

ltalics = Estimated

9/21/20 2020 Input 2020 Legacy Liability Expenses.xlsx



M-S-R Public Power Agency
Staff Report

Date: July 16, 2020

From: Martin R. Hopper, General Manager
To: M-S-R PPA Commission

Subject: 2020 Insurance Renewals

The Agency has completed its annual Directors & Officers Liability, Genera Liability, and the
Crime policy renewals. As previously discussed by the Commission, and given that the Agency
no longer owns or operates any physical assets, Wildfire Coverage was removed from the
Agency’s Excess Liability Policy for a savings of $20,000. There were no other significant
changes made to the coverage levels for this renewa period. However, the net cost of the
renewals will be $13,088 lower than the prior premiums and fees for atotal cost of $127,091 as
tabulated below:

Directors and Officers (D& O)
AEGIS renewed coverage and limits per expiring and increased the rate by 22% in net,
from $37,661 to $46,100.

General Liability
AEGIS renewed coverage and limits per expiring, with the exception of the addition of
the Wildfire exclusion and decreased the net rate by 21%, from $101,258 to $79,994.

Crime Policy
The Hartford renewed coverage and limits per expiring and the premium remained
essentially flat at $997.

The Agency’ sinsurance brokers, Arthur J. Gallagher & Co. Insurance Brokers of California. Inc.
and Modesto Irrigation District’'s General Service Manager recommended the policies be
renewed as proposed. | concurred in this recommendation and directed the coverages bound. It
was reported to us that California wildfire losses and exposures continue to affect all general and
excess liability premiums, including by extension, Director's & Officers coverage. While we
were able to exclude Wildfire Coverage from our Excess Liability policy, no carve-out is
available from general market impacts of perceived Californiarisk.

M-S-R PPA also remains a named insured on certain insurance policies maintained by PNM to
address the Agency’s retained liabilities pertaining to San Juan Generating Station
decommissioning, reclamation and environmental claims. Costs and allocations of risk in such
policies are affected by local conditions and the fact that M-S-R PPA is a California entity does
not affect such costs and allocations at thistime.

| recommend the Commission note and file this report.
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M-S-R Public Power Agency
Staff Report

Date: September 14, 2020

From: Martin R. Hopper, General Manager

To: M-S-R PPA Commission

Subject: 2021 M-S-R Coordinator Agreement Extension

The base term of the current M-S-R Coordinator agreement with MID expires February 28, 2021
and the agreement specifies that if M-S-R PPA is to extend the agreement for the first (of three)
optional one-year extensions, we are to provide notice to MID no later than December 31, 2020.

The 2020 M-S-R PPA Strategic Plan addresses this issue as follows:
" Cost Containment —M-S-R Coordinator:

M-S-R PPA awarded a contract to Modesto in 1999 to provide Coordinator services. This
agreement was for a three-year term with three optional one-year extensions and expired
April 1, 2005. The M-SR PPA Commission awarded similarly structured successor
contracts to Modesto in 2004, 2011 and 2018. The M-S-R Coordinator currently provides
pre-scheduling, scheduling, real-time dispatch and settlements services for the Big Horn
Wind Energy Projects.

Potential Actions;

1. Review cost efficacy of continued Modesto provision of M-S-R Coordinator
services prior to the December 31, 2020 deadline to notify Modesto of the first one-year
extension of the current agreement.”

MID Staff has completed a review of the scope of services outlined in Exhibits A-1 and A-2 and
concluded they remain complete and applicable to their duties regarding the Big Horn Wind
Energy Projects and stated that they believe the payment provisions and amounts in Exhibit B
remain fair and reasonable to MID and the Members.

The General Manager has also communicated with NCPA to benchmark these services and has
learned that although NCPA has the capability to assume performing these services, it would not
be possible to secure a bid and, if favorable, negotiate a successor contract prior to the next
meeting of the Commission. This fact-finding effort will continue and further recommendations
will be made as appropriate.

| recommend the Commission approve a one-year extension of the M-S-R Coordinator Services
Agreement for the period March 1, 2021 through February 28, 2022.
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M-S-R Public Power Agency
Staff Report

Date: September 14, 2020

From: Martin R. Hopper, General Manager

To: M-S-R PPA Commission

Subject: Status Report Regarding Amendment to San Juan Reclamation Trust Agreement
with US Bank

Last year, the Chapter 11 restructuring of Westmoreland' s San Juan Coal Company was
concluded with the sale of the San Juan Mine and assumption of all San Juan-related agreements
by the newly created Westmoreland San Juan Mining LLC (WSJIM) effective March 2, 2019. A
post-transactional review of related documents revealed that although the Amended and Restated
San Juan Reclamation Trust Agreement (Reclamation Agreement) defined San Juan Coal
Company to include its successors or assigns, the San Juan Generating Station Reclamation Trust
Agreement (Trustee Agreement) did not. Therefore, WSIM requested M-S-R PPA and the other
eight parties to the Reclamation Agreement amend their respective Trustee Agreementsto avoid
any confusion or ambiguity with WSIM being considered the intended beneficiary.

At its May 30, 2019 meeting, the M-S-R PPA Commission directed the Agency’s General
Manager to execute and deliver an amendment to the Trustee Agreement identifying WSIM, and
its successors or assigns, as the beneficiary of the Reclamation Trust in such form as it may be
required. The General Manager and General Counsel subsequently worked with other San Juan
participants and WSJIM to secure appropriate documentation of the beneficiary assignment by the
Bankruptcy Court and to negotiate the required forms of the Trustee Agreement amendment.
These documents have been completed and are being circulated for execution.

M-S-R PPA conformed the proposed Trustee Agreement amendment to the form of our
agreement with US Bank and submitted it to the Trustee for execution. US Bank made some
minor mark-ups to the amendment, which were acceptabl e to the General Manager and General
Counsel and the amendment was executed by all parties effective August 12, 2020.

| recommend the Commission note and file this report.
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M-S-R Public Power Agency
Staff Report

Date: September 16, 2020

From: Martin R. Hopper, General Manager

To: M-S-R PPA Commission

Subject: Discussion and Possible Action Regarding Designation of Real Property Negotiator

Pursuant to the requirements of Government Code 854956.8 to hold a Closed Session to provide
direction to its negotiators, the Agency must first in Open Session designate such negotiators. The
relevant Real Property is described as “Lake and River Stations and connecting pipelines and rights-
of-way, CR 6800 N, Waterflow, NM 87421" The negotiating parties are Public Service Company of
New Mexico and United States Bureau of Reclamation. The items under negotiation are
Purchase/Sal e/Exchange/L ease of Real Property (provisions, price and terms of payment.)

| recommend the Commission designate Agency Negotiators as being General Counsel, Steve Gross,

or his designee, and Genera Manager, Martin Hopper, or his designee.
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Date:

From:

To:

M-S-R Public Power Agency
Staff Report

September 18, 2020
Martin R. Hopper, General Manager

M-S-R PPA Commission

Subject: September 2020 General Manager Report

Overview:

This report will provide an overview of the General Manager’'s major activities and those
of specified Agency contractors and consultants. Based on feedback from Commissioners
and interested parties, the format and content of these reports will evolve.

General Manager:

Administrative Activities — Auqust 2020 (Approx. 97 hours)

The General Manager reviewed and approved Check Requests prepared by the
Administrative Assistant and updated Budget v. Actuals Reports.

Substantially completed draft report regarding PPA Working Capital Policy.
Based on Committee and Commission feedback incorporated concepts regarding
Target and Minimum differentiation and updated multi-tranche Strategic Reserve
sample allocations. Updated and revised tranche modeling and forecasting
spreadsheets. Prepared corollary M-SR EA draft policy and drafted
implementing resolutions for both entities.

Completed and implemented counterparty credit reporting procedure applicable to
Big Horn and Natural Gas Projects.

Completed annual PPA & EA Strategic Plan and biennial Policy Manual draft
updates — identified maor goals and issues, and coordinated Member and
Committee reviews.

Prepared PPA & EA Tech C'tee packages for September meetings.

Coordinated with MID re review of Coordinator Agreement extension task and
cost bases. Informal discussions with NCPA as aternate provider of services.
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Received Santa Clara updates to Commissioner and Committee representatives
and updated COI reporting requirement database.

Prepared for and conducted monthly status call with Commission President.
The General Manger also provided direction to consultants and counsel re

emergent filings and regulatory matters. Reports on reclamation issues,
decommissioning activities, and project status were requested and prepared.

Project Activities:

San Juan — August 2020 (Approx 24 hours):

Continued review of terms, conditions and economics of Westmoreland San Juan
Mining Company proposal for buy-out of Mine Reclamation funding liabilities.
Follow-up teleconference meetings w/ Gross re same. Reviewed final workscope
for legal reviews regarding liabilities and CERCLA issues. Attended (telephonic)
Reclamation Oversight Committee and negotiating team meetings re same.

Reviewed materials regarding pollution liability insurance coverage regarding
mine reclamation and updated outline of issues for participant consideration.

Monitored NM-PRC meetings re SJGS status. Teleconf mtg w/ Adair and Crane
re direction and status of Farmington/Enchant project.

Coordinated final amendments to incorporate US Bank comments and executed
Amended Reclamation Trustee Agreement.

Big Horn — August 2020 (Approx 37 hours):

Attended (telephonically) BP-22 workshops regarding cost drivers, reserve
requirements and EIM cost allocations. Coordinated with BPA Counsel re same.

Reviewed CARB materials regarding Cap and Trade accounting and CMUA
response re same. Coordinated with Members and Regulatory Counsel re PCC-0
and PCC-1 grandfathered resources issues.

Reviewed Big Horn energy production records and trends and updated periodic
status reports.

Key Meetings — Auqust 2020

Commission President, August 5, 2020. Key Issues. Working Capital Policy,
Reclamation Liability Buyout & Farmington/Enchant status.
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PPA & EA Technical Committee, Telephonic, August 6, 2020. Key Issues:
Working Capita Policies, Natural Gas Project restructuring and M-SR
Coordinator Agreement extension.

BP-22 Workshops, Telephonic, August 25 — 26, 2020. Key Issues: Allocation of
costs of EIM participation and impacts on transmission rates and availability.
Real-time loss rate and measurement changes. Cost drivers and preliminary
revenue requirements for BP-22 rates.

Farmington/Enchant Energy, Telephonic, August 27, 2020. Key Issues:
Appointment of New CEO, CCS project status and next steps.

San Juan Decommissioning Committee, Telephonic, August 27, 2020. Key

Issues: Lake & River Station potential sales and NMED Bonds re evaporation
ponds and pits.

General Consultant:

The General Consultant regularly prepares a summary of his activities as part of his
monthly billing process. A copy of General Consultant’s August 2020 report is attached
regarding 33 hours of support in August regarding San Juan, Renewable, and
Administrative issues.

BPA Consultant:

Our BPA Consultant, Dr. David Arthur, has provided an update on his activities through
August 2020 and 29 hours of support. Note his detailed discussion regarding systemic
over-alocation of costs to BPA Transmission functions and significant under-spending of
transmission capital projects without true-up. Implications for BP-22 rates and decision
process and upcoming workshops are aso provided. Excessive transmission and ancillary
service rates directly affect Big Horn 2 costs and indirectly effect Big Horn 1 costs
through indexing of Firming & Shaping services.
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M-S-R Public Power Agency
Staff Report

Date: September 1, 2020

From: Alan Hockenson

To: Martin Hopper

Subject: Specific Work Tasks for August 2020

During August, | spent time working on specific tasks on behalf of the M-S-R Public Power
Agency (M-SR PPA). These activities can be segregated into the categories of Generation,
Renewable, and Administrative. There was no activity in the category of Transmission.

Generation (12 hours) — There were two specific lines of activity related to the decommissioning
of the San Juan Generating Station (San Juan) and the reclamation of the San Juan mines.

The San Juan Generating Station Decommissioning Committee (SIDC) held a meeting on
August 27, 2020 to provide decommissioning updates and the shared documentation associated
with the Retirement Order (RO) for the disposition of the Lake and River Stations.

The Reclamation Oversight Committee held meetings on August 5 and 19, 2020 which included
anumber of topics. The Annua Operating Plan (AOP) was reviewed the offer (and extension)
by the coal miner to relieve the reclamation participants of financial obligation associated with
reclamation.

A brief weekly monitoring of PNM’ s public activities was undertaken to assure PNM is il
willing and capable of performing its duties as the San Juan Decommissioning Agent and living
up to its obligations under the Trust Agreements for both Decommissioning and Reclamation.

Renewable (12 hours) — Monthly operating data was received from Avangrid Renewables, Inc.
(AR), and was reviewed.

The WECC is the key forum for utility discussions and policy determinations in the Western
Interconnection. Policies that emanate from the WECC can affect transmission providers and
balancing authorities in how businessis transacted. The weekly summaries of activities and
meetings issued by the WECC were briefly reviewed. | researched the activities of the Federal
Energy Regulatory Commission (FERC) to assure | am familiar with the issues of importance to
M-S-R PPA.

Administrative (9 hours) — The primary activity for August was the review, calculation
validation, and recommended modifications to the draft Capital Working Policy documentations.
Thisincluded a telephonic session with the General Manager on the 24™. Documentation fro the
September Technical Committee meeting was reviewed.

All meetings were attended telephonically.
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M-S-R Public Power Agency
Staff Report

Date: September 14, 2020
To: Martin R. Hopper, General Manager
From: David Arthur

Subject: September 2020 BPA Update Covering August Activities (29 hours)

August was an active month for BPA customer meetings. There was a customer led
meeting regarding BP-22, TC-22, and EIM followed 2 weeks later by the monthly
BPA led meetings on the same rate topics. There were 2 meetings regarding BPA’s
3rd quarter financial results. Finally, there was a last minute meeting called to
discuss an error BPA found in its modeling of Short-Term ATC along with the
changes BPA made to correct the error.

Customer Led Meeting:

The primary topic for the customer led meeting regarding BP-22, TC-22, and EIM
was the possible accounting treatment for various charge codes arising from BPA
participation in the CAISO EIM. The meeting started with various examples offered
by BPA. Subsequently, customers offered their feedback that focused on where the
charges should go (sub-allocated vs. to transmission customers overall) rather than
on the examples themselves. The customers want to know when charges will be
“sub-allocated” to participants vs. “peanut-buttered” to TBL customers.

The primary customer concern is that BPA’s proposed treatment of charges may
result in one group of customers subsidizing other groups of customers. For
example will participating resources subsidize or be subsidized by non-participating
resources? A second concern was expressed regarding “wheel-thru” customers.
Currently, they typically do not receive imbalance charges. Under EIM it is unclear
whether they will or will not be exposed to one or more imbalance charges when
actuals deviate from schedules.

Powerex indicated that BPA’s proposed policy might over-charge Long-term
transmission rights holders thereby undermining the value of long-term
transmission. Powerex suggested that there needed to be a “credit mechanism” to
ensure the value of long-term transmission. BPA staff indicated that they were
willing to discuss the issue further.
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A second topic discussed was the treatment of generation imbalance under the EIM.
Certain preference customers were uncertain how generation imbalance would be
treated in the “new world” (EIM) vs. the old world (BPA). BPA indicated it all
depended on where the resource was located. More to come in future meetings.

BPA further clarified that EI/GI existing bands likely will be eliminated and replaced
by EIM sub-allocation charges. BPA also indicated that under certain circumstance

it may be possible to receive both EIM and GI charges-details were not provided.

Transmission Losses:

BPA has indicated that transmission losses will be assigned to the transmission
rights holder including transmission “donated” for EIM. The PTP customers
indicated strong disagreement with this approach unless there was an offsetting
credit for capacity. They argued that there would be a disincentive to “donate”
transmission if there was no upside but a measurable downside. BPA acknowledged
that this could be a concern but did not offer an alternative.

The discussion then turned to 3 options for loss payment: 1. In-kind; 2. Concurrent;
3.168-hour. Further discussion was deferred until the BP-22 discussion later in the
month.

Leverage:

The final topic for the day was discussion of BPA changes in the methodology for
calculating leverage. BPA indicated that they were changing the treatment of
certain line items in the calculation to better reflect reality. The net result of these
changes was to lower the calculated leverage for TBL with the consequence that it
would likely eliminate or reduce the need for revenue financing in the next few
years. The long-term implications of these changes are uncertain.

QBR Workshop:

At the workshop BPA discussed the under-spending in capital for FY. 2020. For TBL
the under-spending is forecast to be $177 million. This is attributed to Covid-19 and
the associated cut-back(s) in project execution. When asked about the operational
consequences of this BPA indicated that there were no consequences related to
reliability or safety. (How a deferral of this magnitude can have no consequence is
unclear, unless the work was not actually necessary.)

BPA also discussed reserves available for risk. TBL'’s reserves for risk are forecast to
end FY 2020 $109 million over the value forecast in the BP-20 rate case, a 74%

increase.

BPA was asked about the linkage between revenue financing of forecasted capital,
actually not spent, and growth in financial reserves for risk. Their answer was there
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is no linkage because revenue financing is the first source of capital used and then
and only then is additional borrowing relied upon. This means that TBL customers
may be charged in rates under the leverage policy for expenditures that otherwise
could be financed by borrowing (with no adverse impact on the leverage ratio)
given the under spending.

The issue of increasing TBL reserves for risk above the targeted threshold received
further attention on the Reserve Distribution Clause (RDC) discussion. Based on
BPA’s Financial Reserves Policy the RDC cannot be triggered until both the upper
threshold for the business line (120 days cash on hand) and the mid-point target for
the agency (90 days cash on hand) are exceeded.

This has the practical consequence of tying one business line to the other. In the
specific case PBL is approaching its minimum target (60 days cash on hand) but the
agency is well below its mid-point target (90 days cash on hand). Thus even though
TBL is well above 120 days cash on hand it is not eligible for RDC until PBL raises its
days cash on hand closer to 90 days cash on hand.

At the QBR workshop it was made clear that there is no current protocol that will
increase PBL’s days cash on hand above 60 days. In fact the only mechanism in
place to raise PBL’s days cash on hand to the minimum target of 60 days was
suspended for the remainder FY.2020 and FY 2021. Excess reserves available for
risk (greater than 120 days) are for all practical purposes “captive” for the
foreseeable future-pending a change in the Reserves Policy or a “windfall growth” in
Power’s reserves due to higher than rate case forecast secondary revenues.

BP-22, TC-22, EIM Workshop:

The first topic was EIM losses. PTP customers again raised the concern that under
BPA’s proposed policy PTP customers could be charged for losses if they “donate”
transmission for EIM. They indicated that this would be a significant disincentive to
“donate”.

An additional concern was raised regarding “wheeling” customers. Under the
current BPA Tariff wheeling customers have minimal exposure to EIM charges.
Under the BPA proposal for EIM PTP customers have a concern that non-EIM
transfers could receive EIM charges. This is a subset of the growing concern that
non-EIM participants may be at risk if/when BPA joins the CAISO EIM. BPA does not
dispute the concern but to date has not offered information that would alleviate the
concerns.

A second major discussion occurred regarding the appropriate load forecast to be

used for scheduling in the EIM. Currently, customers can use their own or BPA's
forecast. Under the EIM there is also a third option, the CAISO forecast.
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Currently, a customer who uses the BPA forecast can avoid certain charges for
deviations of actuals from schedule. However, if their own forecast is more accurate
they can avoid certain imbalance charges. Under the EIM certain EIM charges can
be avoided by using the CAISO forecast but this may result in additional charges
from BPA. Customers are seeking some guidance on how to select a forecast for
scheduling purposes that does not subject them to undo risk.

The next topic focused on transmission losses. As discussed above this is a very
intense subject. Currently, customers can return losses, physically, 168 hours after
the operating hour. They are not charged a capacity payment.

BPA has taken the position that they would prefer losses be settled financially and
that customers should be assed a capacity charge for the capacity associated with
the provision of losses by BPA. After much discussion BPA is willing to consider
deferring imposition of financial settlement of losses until BP-24.

However, BPA does think that an imposition of a capacity charge and a modification
to the “loss factors” is appropriate for BP-22. The proposed capacity charge is $3.53
MWH to compensate for the reserves it claims it needs to hold to support the 168-
hour delayed loss return. This is in addition to the associated energy charge if any.

BPA further indicated that it thinks that the aggregate charges (capacity plus
energy) will be less than the current charges associated with the 168-hour return
policy. (These are based on Mid-C Heavy load hours plus a 15% adder.) When
additional information was requested by the PTP customers BPA indicated that it
would need additional time to provide the additional material.

BPA also indicated that it would prefer concurrent return of losses but its systems
could not accommodate this option prior to BP-24. PTP customers asked if there
was a possibility of a time frame between concurrent and 168 hours. The BPA
response was not a definitive no, but also was not encouraging, as it indicated it did
not want to create a one-off system for an interim period.

The issue will be discussed further at the Sept. customer led meeting.

A related issue was the treatment of customers who failed to perform under the
current 168-hour return policy. BPA acknowledged that one of its concerns was
that some customers who said that they would return losses at 168 hours did not.
PTP customers asked if there currently were consequences associated with that
non-performance. BPA indicated that there were not consequences. Customers
asked if there were consequences would BPA be more comfortable with the current
return policy. BPA did not provide a firm response.
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EIM Related Transmission Losses:

The discussion then shifted to losses associated with EIM. Currently BPA intends to
assign EIM related costs to either transmission rates (peanut butter) or sub-allocate.
The “benefits” to offset these costs will flow to participating resources. For at least
the first 6 months (March 22-August-22) Only BPA resources will be permitted to
“participate”. Thus PTP customers will be exposed to the EIM related charges but
not be able to offset the charges with “benefits” from their participating resources, if
any.

PTP customers suggested for the BP-22 rate period that cost be netted against
benefits before the benefits are allocated. BPA indicated that the topic could be
discussed in the future but did not indicate much enthusiasm.

During the discussion BPA made two comments of some note: 1. “The market
doesn’t ensure reliability”; 2. “EIM price signals are not sufficient to assure
reliability.” These two comments have become the basis for BPA to maintain the
current [E/GI charges and to impose additional EIM charges and penalties on
transmission customers when/if BPA joins the CAISO EIM market.

This will likely be a disputed topic for the upcoming rate case and possibly future
rate cases as well. The issue is not that the statements are necessarily incorrect but
rather that BPA seems to be seeking opportunities to generate revenues from new
sources to replace lost revenues from declining secondary energy prices.

Grid Modernization:

BPA was asked about the segmentation of “Grid Modernization” charges to EIM
related activities. BPA indicated that it was currently not segmenting the charges
and it had no plans to do so. M-S-R suggested that it appeared that a majority of the
costs were assigned to TBL and a majority of the benefits most likely were flowing
to PBL. BPA did not directly dispute that statement but indicated that it likely would
retain the current allocation protocols.

BPA indicated the issue could be the subject of comments and rate case discussions.

TPP Change:

BPA indicated that going forward it would calculate the Treasury Probability
Payment (TPP) at the agency level only. (FERC requires that BPA have a 95%
probability or higher of making the payment.) Previously the TPP was calculated for
each business line. This has the practical consequence of greater reliance on the
financial strength of TPL (with its excess reserves and lower operating risks) and
less reliance on the financial strength of PBL (with its lower financial reserves and
higher operating risks).
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In previous rate cases BPA has “assigned” the $750 million treasury line of credit to
PBL in order to ensure that PBL could meet the TPP requirement.

Power Rates:

The last major issue discussed was PBL rates. At the meeting it was disclosed that
BPA and its Preference customers had been in private discussions regarding a
possible settlement of the Power rate case.

The draft proposal discussed at the August 26 customer meeting involved a
modification to “included secondary revenues” in return for only a 1% increase in
PBL rates in BP-22 and a one-year extension of the suspension of the Financial
Reserves Policy and its associated surcharges. The modification to “included
secondary revenues” is intended to reduce the likelihood that secondary revenues
will be overstated, as has been the case for the past 8-10 years. At the request of the
Preference customers BPA indicated that it would consider some delay in
implementation of the modifications.

The proposed change should help reduce the reoccurring decline in PBL financial
reserves. However, the limitation of the rate increase to 1% and the one-year
suspension of the FRP, when combined with the possible delay in implementation of
the modifications to the inclusion of secondary revenues, likely will delay further
any possible RDC for transmission customers.
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M-S-R Public Power Agency
Staff Report

Date: September 16, 2020

From: Martin R. Hopper, General Manager

To: M-S-R PPA Commission

Subject: Biennia Review of Conflict of Interest Code

The California Political Reform Act requires multi-county agencies, such as the M-SR
Public Power Agency, to review and amend if necessary its conflict-of-interest code on a
biennial basis. The Agency’s current code was adopted by the Agency in 2016 and
approved by the Fair Political Practices Commission (“FPPC”) June 6, 2016 to become
effective July 6, 2016.

The General Manager and General Counsel have reviewed the agency’s code and noted
there are no changes to those designated positions which make or participate in making
governmental decisions and that there have been no changes in law which require
amendment to the code.

A copy of the Agency’s current conflict-of-interest code is attached.

| recommend the Commission find that upon its biennial review of its conflict-of-interest
code effective July 6, 2016, no amendments to the code were required and to direct the
Genera Manager to file a 2020 Multi-County Agency Biennial Notice with the FPPC
certifying the same.
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M-S-R Public Power Agency
Staff Report

Date: September 7, 2020

From: Martin R. Hopper, General Manager
To: M-S-R PPA Commission

Subject: 2021 M-S-R PPA Strategic Plan

Each year the M-S-R PPA Commission considers an update to the M-S-R PPA Strategic
Plan to provide guidance for the preparation of the M-S-R PPA Budget and for the
operations of the Agency. The proposed update aims to more explicitly identify goals,
possible actions, and recommendations for each major issue or responsibility of the
Agency. Although the major policy directions are consistent with past plans, the tenor of
the Agency evolves towards custodian rather than developer of projects.

Magjor work areas for the coming year focus on:
= San Juan Mine Reclamation “ Clean-Break”:
o Completion of negotiations for buyout of liabilities.
= San Juan Decommissioning “Clean-Break”:
o Completion of negotiations for sale of Lake & River Station to USBR.
o Approva of Demoalition Plan or Sale to Farmington/Enchant for balance of
facilities.
=  Big Horn Wind Energy Projects:
0 Negotiation of conformed agreements and establishment/update of indices for
Extension Period Operations.
0 Complete BPA Rate Case BP-22 processes and mitigate transmission rate impacts.
=  Working Capital Policy
o0 Implement new policies.
= Agency Web-Site
0 Update at reasonable cost (including e-mail and document-sharing portals).

The discussions and analysis of issues within the M-S-R PPA (and M-SR EA) Strategic
Plans have aso been reviewed by General Counsel for conformity with disclosure
requirements and applicable legislative and regulatory obligations of the Agency and the
Authority. The M-S-R PPA Technical Committee reviewed the draft plans in workshops
held September 3, 2020 and will further review and update detailed status reports and
workplans pertaining to BPA activitiesin aworkshop to be held October 15, 2020.

| recommend the Commission adopt the proposed 2021 M-S-R PPA Strategic Plan.
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M-S-R PUBLIC POWER AGENCY STRATEGIC PLAN
Effective January 1, 2021

In 1997 the M-S-R PPA Commission directed the annual development of a strategic plan to
address the issues faced by the Agency in the ensuing five-year period. The plan is updated and
reviewed by the M-S-R PPA Commission in September of each year prior to the development of
the annua M-S-R PPA Budget. The issues of Organizational Structure and Philosophy;
Managing and Maintaining Assets, Financial Matters; and Joint Action Opportunities presented
below characterize M-S-R PPA’s strategic vision through 2025.
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M-SR PPA STRATEGIC PLAN
Effective January 1, 2021

. INTRODUCTION

The M-SR Public Power Agency (M-S-R PPA or Agency) was created on April 29, 1980,
through a Joint Exercise of Powers Agreement among Modesto Irrigation District (Modesto
or MID), the City of Santa Clara (Santa Clara or SVP), and the City of Redding (Redding or
REU) — individually “Member” or collectively “Members,” for the purposes of acquiring,
constructing, operating and maintaining any Project for the purpose of providing electrical
energy or other Project benefits for public or private uses.

M-SR PPA’s activities span the Pacific Northwest Project, including the Big Horn Wind
Energy Projects, and certain plant decommissioning, mine reclamation, or environmental
remediation obligations related to its former interests in Unit No. 4 of the San Juan
Generating Station (SJGS). Unless otherwise provided in separate agreements the Joint
Powers Agreement specifies participation in M-S-R PPA Projects is Modesto 50%, Santa
Clara 35%, and Redding 15%.

M-S-R PPA’s purpose is to maximize the value of its existing assets for the benefit of the
Members and to respond to Member needs where joint action rather than individual action is
deemed to be in the Member’s best interests. M-S-R PPA is aso intended to provide more
responsive services to its Members than may be possible from larger or state-wide agencies
or associations.
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[I. ORGANIZATIONAL STRUCTURE AND PHILOSOPHY

Since its formation, M-SR PPA has been a member-directed, member-supported
organization. M-S-R PPA is governed by a three-member Commission appointed by and
representing the governing bodies of Modesto, Santa Clara, and Redding. The General
Manager and Commission are advised by the Technical Committee and the Financia
Management Committee, each comprised of representatives of the technical and management
staff of the Members. The Technical Committee's purview includes engineering, technical,
and economic aspects of the Agency’s Big Horn Wind Energy Projects, and San Juan Project
Legacy Liabilities. The Financia Management Committee's purview includes the Agency’s
bonded debt and investments. Additionally, the Risk Management Committee was
established by and administers the Agency’s Risk Management Policy (pertaining to energy
transactions) and reports to both the General Manager and the Financial Management
Committee. A copy of the Agency’s current organization chart is attached as Exhibit “A.”

The organization of the Agency and descriptions of its authorities and delegations are
documented in a comprehensive Policies and Procedures Manual. Key enabling documents
and controls are appended to the manual to provide a one-stop operations and governance
resource. The manual was completed in December 2013 and is reviewed on a biennial basis
in even-numbered years in conjunction with the annual review of this strategic plan.

Recommendations:

1. No changes are recommmmended to the Agency’s organization structure at this
time.
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1. MANAGE AND MAINTAIN ASSETS

San Juan Proj ect:

Project Description and History:

M-SR PPA held a 28.8% ownership interest (or about 146 MW) in the 507 MW, SIGS
Unit 4 (San Juan Unit 4) operated by the Public Service Company of New Mexico (PNM).
These interests and related assets and liabilities are referred to as the San Juan Project.

M-S-R PPA purchased its interest in the San Juan Project on December 31, 1983, began
taking direct deliveries of energy and capacity on May 1, 1995, and divested its interests on
December 31, 2017. The Agency retains certain liabilities pertaining to its share of the costs
of Mine Reclamation, Plant Decommissioning, and potential environmental contamination.
Collectively these obligations are referred to as the “Legacy Liabilities.”

M-S-R PPA’s rights and obligations for this project are governed by the San Juan Project
Restructuring Agreement (Restructuring Agreement), the Amended and Restated Mine
Reclamation and Trust Funds Agreement (Reclamation Agreement), the San Juan Plant
Decommissioning and Trust Funds Agreement (Decommissioning Agreement) and M-SR
PPA’s Bond Indentures (while any M-S-R PPA bonds remain in effect). The Members
rights and obligations pertaining to the San Juan Project are specified in the Tucson/San Juan
Project Power Sales Agreement.

The San Juan Project was purchased to provide baseload power and act as a hedge against
rising costs of wholesale power purchases. The San Juan Project aso played acritical rolein
meeting Member power needs through the California Energy Crisis (2000 — 2001).

Goals:

The Agency’s goals are to most efficiently and economically discharge Legacy Liabilities for
the Members.
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On-Going Management:
L egacy Liabilities—Mine Reclamation:

Pursuant to the Reclamation Agreement, M-S-R PPA retains liability for 8.7% of the pre-Exit
Date Mine Reclamation costs until such time as the mine site is reclaimed and any
Reclamation Bonds held by the State of New Mexico are released. The scope and timing of
final reclamation is set by the Mine Permit and State and Federal law. If the
Farmington/Enchant SJGS project* occurs, an additional 13-years of SIGS operations could
generate about 10,000,000 cubic yards of coal combustion residuals for burial in the mine
and correspondingly delay final mine closure.

The San Juan owners are exploring a potential transaction where through the payment of a
fixed sum, they will extinguish their outstanding reclamation obligations without further
recourse. This transaction would become effective at or before the anticipated June 30, 2022
termination of SIGS operations and may also be applicable if the Farmington/Enchant SIGS
project proceeds.

M-S-R PPA paysits share of both ongoing and final reclamation from funds on deposit in its
Mine Reclamation Trust. Pursuant to the Reclamation Agreement, the value of M-S-R PPA’s
Mine Reclamation Trust needs to be sufficient as of the end of each calendar year to make all
future payments as projected pursuant to the Reclamation Agreement. M-S-R PPA’s Mine
Reclamation Trust value requirement as of December 31, 2020 is about $17.7 million. As
discussed below (Section 4. Financial Matters — Legacy Liability Funding) the Agency has
sufficient funds available to make any necessary future deposits and additions to the Mine
Reclamation Trust without additional cash calls on the Members.

Potential Actions:

1 Continue to manage reclamation liabilities pursuant to existing
agreements.

2. Mitigate potential impacts of Farmington/Enchant SIGS project on
reclamation liabilities.
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3. Assign reclamation liabilities to third party at reasonable cost and without
recourse to M-S-R PPA.

L egacy Liabilities— Plant Decommissioning:

Pursuant to the Decommissioning Agreement, M-S-R PPA retains liability for a share of the
cost of SIGS decommissioning and demolition costs. This share started at 8.7% in 2018 and
declines to about 7.6% given a 2022 SJIGS shutdown. If Farmington/Enchant operates the
SIGS for an additional 13-years, M-S-R PPA’s share of SIGS decommissioning and
demolition costs may decline pursuant to the Decommissioning Agreement and the scope of
such liabilities may change.

The United States Bureau of Reclamation (USBR) has proposed purchasing certain SIGS
water diversion facilities including the Lake and River Stations and associated pipelines to
incorporate in the proposed Navagjo Galup Water Supply Project (NGWSP). This purchase
would be consummated within the next two years and would obviate the need for future
decommissioning and demolition of these facilities.

A detailed decommissioning study performed in 2019 by Burns and McDonnell indicates that
unless it is presumed the SJGS is never demolished at any future time, the least cost
aternative is to demolish the SIGS as soon as possible after final shut-down and that the
highest cost alternatives are to retire the SIGS in-place and demolish at some future time.

Pursuant to the Decommissioning Agreement, the SIGS Participants are required to fund a
share of $30 million (M-S-R PPA’s share at 7.6% is $2.3 million — which has been deposited
in its Decommissioning Trust) for an initial phase of asset removal and remediation activities
(which are included in the above estimated costs.) At such time as the SIGS Participants
reach agreement on a Decommissioning Plan, the funding requirements in the
Decommissioning Agreement will be updated. As discussed below (Section 4. Financid
Matters — Legacy Liability Funding) the Agency has sufficient funds available to fund the
decommissioning and demolition scenarios studied by Burns and McDonnell without
additional cash calls on the Members.

! Pursuant to a San Juan Project Extender Rights Transfer Agreement dated August 16, 2019, the City of
Farmington, NM and Enchant Energy LL C propose to continue to operate the SIGS after June 30, 2022 for a 13-
year period utilizing carbon capture technology.
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Potential Actions:

1 Continue to manage liabilities pursuant to existing agreements.

2. Mitigate potential impacts of Farmington/Enchant SIGS project on
decommissioning liabilities.

3. Consummate a sale of the Lake and River Station and related facilities to
the USBR.

4, Promote immediate full decommissioning and demolition of SIGS upon
cessation of generation activities and discourage retirement in place
scenarios.

5. Assign liabilitiesto athird party at reasonable cost and without recourse to
M-S-R PPA.

L egacy Liabilities— Potential Environmental Remediation:

Pursuant to the Restructuring Agreement, M-S-R PPA is liable for pre-Exit Date
environmental conditions requiring remediation. M-S-R PPA would not have responsibility
for any remediation required as a result of post-Exit Date operations. At this time it does not
appear M-S-R PPA has any additional environmental remediation liabilities beyond those
anticipated in the estimates for Decommissioning Liabilities. However, liability under the
Comprehensive Environmental Response, Compensation, and Liability Act (CERCLA)
although not currently identified, may exist. To mitigate environmental remediation risk,
M-S-R PPA elected to maintain Continuing Coverage insurance regarding SJGS general and
environmental liabilities pursuant to the Restructuring Agreement.

Potential Actions:

1 Continue to maintain Continuing Coverage insurance at reasonably
allocated costs to mitigate potential environmental remediation liabilities.
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Recommendations:

1. M-SR PPA should continue to take all reasonable actions necessary to protect
Members and bondholders from financial risk through final retirement of all San Juan
Project bonds and through extinguishment of San Juan Legacy Liabilities, including
cost reduction and mitigation of risk through insurance and assignments of liability.

2. M-SR PPA should support efforts to transfer contractual liability for completion of
mine reclamation requirements from the SJGS Participants to a responsible third
party at a reasonable cost, provided such transfer can be made irrevocably and
without recourse to M-S-R PPA.

3. M-SR PPA should take all reasonable steps to advocate for adoption of
contemporary rather than deferred demolition in the approved Decommissioning Plan
for SIGS.

4. M-SR PPA should support efforts to explore transfers of contractual liability for
completion of SIGS decommissioning and demolition liability, including any
potential environmental liabilities, or sale or transfer of salvageable assets, to
qualified third parties at a reasonable cost, provided such transfers can be made
irrevocably and without recourse to M-S-R PPA.

5. M-SR PPA should take all reasonable steps to mitigate potential impacts of
Farmington/Enchant SJGS project on reclamation and decommissioning legacy
liabilities.
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Pacific Northwest Pr oj ect:

The Pacific Northwest Project initially consisted of contracts with the Bonneville Power
Administration (BPA) for the delivery of power to the California-Oregon Border (COB) and
thence via the California-Oregon Transmission Project (COTP.) The final agreement with
BPA terminated on September 30, 2005. Currently the Pacific Northwest Project consists of
the Big Horn Wind Energy Projects.

Big Horn Wind Enerqy Proj ect:

Project Description and History:

On June 1, 2005, M-S-R PPA entered into a series of agreements (as subsequently amended)
with PPM Energy, Inc. — now known as Avangrid Renewables, LLC (Avangrid) — to
purchase wind power energy at a negotiated price, with a nominal installed capacity of
approximately 199.5 MW and an expected annual capacity factor of about 35%, as firmed,
shaped, and delivered to COB for an initial 20-year period. Power deliveries commenced on
October 1, 2006. Pursuant to amendments to these agreements effective December 1, 2008,
M-S-R PPA has the right and obligation to continue to take the same output through
September 30, 2031, or if the Big Horn Wind Energy Project is repowered before September
30, 2026, M-S-R PPA will have aright of first offer to negotiate along-term power purchase
for such repowered project.

On December 2, 2009, M-S-R PPA entered into a further series of agreements with Avangrid
to purchase wind power energy from the 50 MW Big Horn |1 Wind Energy Project for a 25-
year term from November 1, 2010 through October 31, 2035.

Goals:

M-S-R PPA will continue to evaluate any options to reduce Big Horn Wind Energy Project
costs and improve administrative efficiencies without placing the structure or benefits of the
Firming and Shaping Agreement (Big Horn I) or Redelivery Agreement (Big Horn I1) with
Avangrid at risk.

The Agency aso needs to maintain the significant benefits of the Big Horn Wind Energy

Projects in meeting the Members Renewabl e Portfolio Standards (RPS) and carbon content
reguirements as laws and regulations evolve.
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On-Going M anagement:
Cost Containment — BPA Proceedings:

BPA Transmission and Ancillary Service rates directly and indirectly affect the costs paid by
M-S-R PPA to Avangrid for Firming and Shaping Services for the Big Horn Wind Energy
Project and for pass-throughs by Avangrid of BPA Transmission and Ancillary Services
charges for the Big Horn II Wind Energy Project’. The annual costs paid for these services
by M-S-R PPA are about $13 million.

BPA issued its Final Record of Decision (ROD) in rate case BP-20 on July 25, 2019, which
included modest increases in BPA transmission and ancillary services rates. The Agency
remains concerned that rates charged for these services remain excessive and that BPA cost
allocations remain biased to the benefit of power rather than transmission customers. Other
issues including the misallocation of costs between BPA power and transmission business
units, remain active in workshops and other proceedings. BPA began preparing its BP-22 rate
case during 2020. Initial BP-22 proposals indicate power costs will be held flat, but
transmission costs will continue to grow significantly.

Potential Actions:

1 Continue to participate in the workshops and filings related to BPA rate
cases to ensure costs are not allocated in a discriminatory manner for
transmission and ancillary services.

2. Prepare annual Priorities Matrix and Action Plans in conjunction with
BPA Counsel and use to manage the efforts of Staff, Counsel, and
Consultants in BPA Rate Cases.

Cost Containment —EIM Proceedings:
The California Independent System Operator (CAISO) has developed a market-based energy

imbalance market (EIM) operating in the western interconnection. The operation of the EIM
may affect the costs and deliverability of energy from the Big Horn Wind Energy Projects
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and other Member resources. There are currently 11 active EIM participants® and 10 parties
pending EIM participation in the near future®. Of particular concern to M-S-R PPA, activities
of the EIM may affect access to and pricing of energy deliveries across the BPA system or
the Pacific Northwest Interties. BPA’s initial EIM implementation proposals indicate
alocation of EIM costs to transmission functions such as those used by Avangrid to effect
Big Horn Wind Energy Project deliveries. Furthermore, to most efficiently accommodate
EIM activities, various BPA grid modernization projects have been proposed, including but
not limited to a new transmission control center to be built in Vancouver, WA.

Potential Actions:

1 Monitor EIM development activities, filings, and intervene in cases where
EIM costs may be assigned to non-EIM participants especially regarding
use of, or additions to, BPA transmission system.

Cost Containment —M-S-R Coordinator:

M-SR PPA awarded a contract to Modesto in 1999 to provide Coordinator services. This
agreement was for a three-year term with three optional one-year extensions and expired
April 1, 2005. The M-S-R PPA Commission awarded similarly structured successor contracts
to Modesto in 2004, 2011 and 2018. The M-SR Coordinator currently provides pre-
scheduling, scheduling, real-time dispatch and settlements services for the Big Horn Wind
Energy Projects.

Potential Actions:
1 Continue to review cost efficacy of continued Modesto provision of

M-S-R Coordinator services prior to the December 31, 2021 deadline to
notify Modesto of the second one-year extension of the current agreement.

2

The cost reimbursement provisions of Modesto’s Star Point Wind Energy Project contract with Avangrid

are essentially identical to thosein the Big Horn |1 Wind Energy Project.

Active EIM participants as of January 1, 2021: Salt Rive Project, Seattle City Light, BANC (Phase 1),

Idaho Power Company, PowerEx, Portland General Electric, Puget Sound Energy, Arizona Public Service, NV
Energy, PacifiCorp, and CalifornialSO.

4

EIM participation pending 2021: LADWP, PNM, Northwestern Energy, Turlock Irrigation District, and

BANC (Phase?)

EIM participation pending 2022: Avista, Tucson Electric Power Company, Tacoma Power, Bonneville

Power Administration, and Xcel Energy — Colorado.
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RPS Compliance — Qualifications:

Over the past decade, California Law has imposed ever more stringent RPS and carbon content
requirements on electrical energy trading and generation. The most recent law, SB 100 adopted
in 2018, further modified the RPS to a 60% obligation by December 31, 2030, and set atarget of
a 100% carbon-free emissions portfolio by 2045. RPS laws also require renewable energy
projects to be “certified” by the California Energy Commission (CEC). In addition, the CEC
requires renewable projects to be tracked through the Western Renewable Energy Generation
Information System (WREGIS). Both the Big Horn Wind Project and Big Horn 11 Wind Energy
Project have been certified as eligible by the CEC. Avangrid/Big Horn Wind Project LLC/Big
Horn 11 Wind Project LLC has registered the Projects with WREGIS as generators, BPA has
registered as the qualified reporting entity for the Projects, and M-S-R PPA has adopted
procedures for the verification, accounting, and distribution of WREGIS RECs for these and
future projects.

The Big Horn Projects are significant elements in each Member’ s renewable energy portfolio
as tabulated below:

Member Big Horn | Big Horn Il Wind Energy
Participation Participation (GWh) /5
Modesto 12.5% 65% 143
Santa Clara 52.5% 35% 308
Redding 35.0% - 180

Estimates are based on average annual Big Horn | & 11 production.

Potential Actions:

1 Monitor regulatory/legidlative changes to assure Big Horn Wind Energy
Projects remain as eligible RPS Resources through at |east their respective
September 30, 2031 and October 30, 2035 contract maturities.

RPS Compliance — Reporting and Certification:

The qualifications and reporting of emissions under California Air Resources Board (CARB)
and CEC regulations and the accounting of the RECs associated with the Big Horn (and Star
Point) Wind Energy Projects represent the majority of the Agency’s benefits under these
contracts. Specifically, the treatment of the RECs as being so-called Bucket “0” must be
preserved, to avoid reducing the benefits and economic value of these projects in satisfying
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Member RPS compliance requirements. Similarly, preservation of the RPS Adjustment under
the CARB Mandatory Reporting Regulation (MRR) has substantial value to the Members.
On April 13, 2018, M-S-R PPA entered into letter agreements with Avangrid for both the Big
Horn and Big Horn Il Wind Energy Projects regarding “Process for Addressing RECs and
Cdlifornia Carbon Allowances’ and accounting for RPS Adjustments under CARB’s MRR.

Potential Actions:

1 Continue to assure Big Horn Wind Energy Projects remain grandfathered
as Bucket 0 RPS Resources.

2. Support potential regulatory/legidlative changes to alow Big Horn Wind
Energy Projects to be deemed Bucket 1 RPS Resources and that do not
endanger grandfathered Bucket O RPS status.

Recommendations

1 M-S-R PPA should continue to administer the Big Horn | and 11 Wind Energy
Project agreements to reduce costs and fees and maintain use of the Projects
environmental attributes in satisfying the Members' RPS or other requirements.

2. M-SR should continue to examine any reasonable options to reduce costs
regarding the Big Horn Wind Energy Projects, but not recommend further action
upon such proposals until al economic, legidlative, and regulatory risks and
benefits can be appropriately quantified for consideration by the Members.

3. M-SR PPA should actively monitor Avangrid Renewables obligations and
performance under the current agreements with respect to changing rules and
regulations. Additionally, M-S-R PPA should monitor Avangrid's financial
structure and capitalization.

4. M-S-R PPA should continue to follow and to actively participate (as directed by
the M-S-R Commission) in BPA’s rate proceedings, and related Federal Energy
Regulatory (FERC) and judicial hearings as long as such participation remains
economically effective. Reports to Members and solicitation of direction
regarding filings, positions, and meeting representation shall be timely and
proactive. Periodic conference calls among Member staff will continue to solicit
Member input and discuss the implications and appropriate responses to these

Commission Review Draft 9-30-20 -14 -



emerging threats. Priorities have been identified as follows, and will be
periodically ranked in annual Priorities Matrix and Action Plans:

a M-SR PPA will continue to work to minimize inappropriate cost shifts
between BPA business units,

b. M-SR PPA will advocate for cost causation principles with emphasis on
transmission and ancillary services customers paying only for services they
actualy receive,

c. M-SR PPA will support BPA initiatives to maintain the reliability of the
transmission and hydro generation system.

5. M-SR PPA should continue to track and allocate renewable energy production and
associated WREGI S RECs from the Big Horn | and 11 Wind Energy Projects for the
benefit of the Members and take all necessary steps to ensure that such generation and
credits remain eligible to meet all applicable California renewable energy production
requirements.

6. M-SR PPA should track and actively comment, as appropriate, upon proposed

legislation and regulations as they may affect uses and benefits of M-S-R PPA wind
contracts to meet California RPS requirements and carbon reporting regulations.
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IV. FINANCIAL MATTERS

The Financial Management Committee monitors the financial markets and advises the
General Manager regarding the issuance and management of the Agency’s debt and similar
liabilities. The activities of the Financia Management Committee are supported by an
independent Financial Advisor, currently the firm of Montague, DeRose and Associates,
LLC. M-SR PPA maintains a Strategic Reserve as set forth in its Working Capital Policy to
meet Bond Indenture requirements, to fund contingent liabilities, and to manage Member
cash call requirements. As reported in the June 30, 2020, Treasurer’s Report, M-S-R PPA
holds about $88 million in operating funds and restricted and un-restricted reserves.

Goals:

Maintain sufficient operating cash and reserves to meet the liquidity requirements of the
Agency, fund current and contingent liabilities as they become due and to meet all
requirements of Bond Indentures and State Law regarding debt issuances and investments
while minimizing risk and cash calls upon Members and maximizing returns on invested
funds.

Debt M anagement:

M-S-R PPA will have approximately $26 million of outstanding debt on its San Juan Project
Revenue Bonds as of July 1, 2021. Other bonds previously issued by the Agency have either
been retired or defeased. Outstanding Series 2018R Bonds yield about 1.78% and are not
callable before maturity.

Potential Actions:

1 Make all debt service payments and file reports as required by Continuing
Disclosure Agreement.

Funding of L egacy Liabilities:

Pursuant to Resolution 2020-01, regarding Working Capital Policy, the Agency will fund the
balance of the costs of San Juan Project Legacy Liabilities from its Strategic Reserves,
including those specifically associated with the San Juan Project Legacy Liabilities Reserves
pertaining to Mine Reclamation and to San Juan Decommissioning.
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M-S-R PPA’s Mine Reclamation Trust value requirement as of December 31, 2020 is about
$17.7 million and is currently projected to end the year with a balance of $17.0 million,
which indicates the need for a Reclamation Recovery Deposit. The Working Capital Policy
sets the objectives for the Mine Reclamation Contingency and Administration reserve
tranche at target and minimum levels as shown below based on 2021 Budget projections.

Similarly, Decommissioning Costs have been estimated for various scenarios and reserve
requirements computed based on the same assumption (Retire-In-Place followed by
demolition in 25-years) used in the preparation of the Agency’ s Financial Statements.

Asillustrated below the estimated General Fund balances in 2021 are reasonably sufficient to
satisfy minimum Reclamation and Decommissioning Cost Working Capital requirements
(which are in addition to those amounts currently held in Trusts) without additional cash calls
on the Members:

i Target Working Minimum
Year-End 2021 Capital Working Capital

Net General Fund $40,234,000 $40,234,000
Dayg of Working Capital 186 186
Available
Financial Advisor
Recommended Minimum Days 160 160
Working Capital Tranche 1 —
Agency A&G $465,000 $465,000
Working Capital Tranche 2 — $11,116,000 $5.558.000
Purchase Power
Working Capital Tranche 3 —
San Juan Fixed $4,570,000 $4,570,000
Working Capital Tranche 4 —
Reclamation Legacy Liability $8,489,000 $8,295,000
Contingency
Working Capital Tranche 5 —
Decommissioning Legacy $29,272,000 $12,296,000
Liability Cost
Sum of Tranches $53,912,000 $31,184,000
Sum of Tranches in Days 250 144
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These factors are also illustrated below for the next 10-years:

M-S-R PUBLIC POWER AGENCY
STRATEGIC RESERVE RECOMMENDATIONS

60,000,000 60,000,000

WCP TARGET

50,000,000 50,000,000

40,000,000 1 40,000,000

30,000,000 \ B 30,000,000 = General Fund Balance

= ===160-Day Minimum

Total Reserves Required

20,000,000 B 20,000,000

WCP MINIMUM

10,000,000 10,000,000

2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

Potential Actions:

1. Satisfy any funding requirements for either the Reclamation Trust Fund or
Decommissioning Trust Fund from reserves currently held by the Agency.

2. Consider disbursements to the Members or other use of funds accessible to
the Agency that are greater in amount than the highest projected reserve
requirements for Decommissioning or Reclamation activities consistent
with the Working Capital Policy.

Recommendations

1. M-SR PPA’s debt and investment structures should be periodicaly reviewed to
maximize the benefitsto M-S-R PPA and its members.

2. Asrequired in Resolution 2020-01 regarding Working Capital Policy, M-S-R PPA
should continue to reserve funds to cover future Legacy Liability payments.
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V. JOINT ACTION OPPORTUNITIES

Backaround

Although M-S-R PPA has been instructed in the past by its Members to prefer individual
pursuit of new projects rather than joint M-S-R PPA efforts, there are collective synergies
between the Members for continuing and future joint action. The role of the Agency in
managing Legacy Liabilities and the Big Horn Wind Energy Projects, as well as the role of
the M-S-R Energy Authority in managing the Natural Gas Project, is expected to continue for
at least two more decades.

Goals:

Utilize the organizationa infrastructure of M-SR PPA to efficiently and economically
provide project management services to the Members.

Regulatory Monitoring and Compliance Program

On behalf of its Members the Agency has actively participated in regulatory forums before
the FERC, the CEC, the CARB, the California Public Utilities Commission (CPUC).
Proceedings before the CEC, CARB and CPUC regarding RPS compliance matters are
included in the Agency’s Pacific Northwest Project (Big Horn Wind Energy Projects) as
described above. Proceedings before these same agencies regarding greenhouse gas controls,
cap-and-trade programs, and CARB MRR have broad impact on the Agency and its
Members and are alocated to the Regulatory and Compliance Program established pursuant
to Resolution 2017-04.

To the extent possible, other entities such as TANC, BANC, or NCPA should take the lead
role on activities such as PG&E, SCE, or SDG&E Transmission Revenue Requirement
(TRR) filings. Only when specifically directed by the Members would M-S-R PPA support
interventions before the FERC related to general or state-wide transmission cost issues.
Remaining activities would typically only apply to issues potentially impacting deliveries of
renewable wind energy beyond the BPA system.
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Goals:

In harmony with the project-specific regulatory monitoring and compliance activities,
participate in market-wide regulatory and compliance forums to safeguard the relevance of
the Agency and Member's early action in renewable resource development and carbon
reduction programs.

Potential Actions:

1 Monitor FERC filings regarding transmission rates and act in a
clearinghouse role for the Members.
2. New interventions and protests before the FERC regarding transmission

rates should only be entertained when the Members determine thereis a
common interest that can be more efficiently and effectively prosecuted by
joint action.

Recommendations

1. Given that existing interventions and protests before the FERC regarding
transmission rates have been completed, new interventions and protests regarding
state-wide or specific transmission rate issues should only be entertained when the
Members determine there is a common interest that can be more efficiently and
effectively prosecuted by joint action.

2. M-SR PPA should continue to participate in proceedings before the CEC, CARB and
CPUC regarding greenhouse gas controls, cap-and-trade programs, and CARB
MMRs and regarding SB 350, AB 398, and SB 100 implementation as directed by the
Members.

L egidative and Regulatory Advocacy Program

M-SR PPA has actively participated in the past nine California legislative sessions in the
monitoring and amendment of renewable resources legislation and other bills affecting the
operation of M-S-R PPA and Member resources. Legislative advocates were retained and an
informal structure for obtaining Member positions has evolved. M-S-R PPA has also participated
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as a non-voting member of the California Municipal Utilities Association (CMUA) Legidative
and Regulatory Committee and CMUA Energy Policy Committee.

Goals:

Support legidlative initiatives that preserve or enhance the value of early action renewable
energy or carbon reduction projects, that simplify or streamline regulatory reporting
requirements, and that respect the value of local control and decision-making.

Potential Actions:

1 Develop annua Californiaand Federal Legidative and Regulatory
Representative Workplans.

2. Rely on Member coverage for California and Federal Legislative or
Regulatory advocacy unless otherwise directed for specific issues, or as
identified in annual Workplans.

Recommendations

1. M-SR PPA will take positions on only those bills and regulatory matters directly
affecting M-S-R PPA resources or M-S-R PPA’ s duties to its Members. M-S-R PPA may
also, by request of the Members, take positions on bills of common interest to the entire
M-S-R PPA membership.

2. The M-SR PPA General Manager will regularly consult with the Members to coordinate
Agency and Member positions on bills and regulatory matters and to develop annual
work plans for State and Federal legidlative advocacy.

3. M-SR PPA will retain legislative and regulatory advocates as needed to support its

positions on proposed bills and regulations and will coordinate with Members and like-
positioned entities and trade associations to promote M-S-R PPA’ sinterests.
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Exhibit “A”
M -S-R Public Power Agency Orgdanization Chart

M-S-R Public Power Agency Organization Chart
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M-S-R PPA STRATEGIC PLAN
| Effective January 1, 2021

Martin Hopper 9/6/20 1:04 PM
Deleted: 2020

. INTRODUCTION

The M-S-R Public Power Agency (M-S-R PPA or Agency) was created on April 29, 1980,
through a Joint Exercise of Powers Agreement among Modesto Irrigation District (Modesto
or MID), the City of Santa Clara (Santa Clara or SVP), and the City of Redding (Redding or
REU) — individually “Member” or collectively “Members,” for the purposes of acquiring,
constructing, operating and maintaining any Project for the purpose of providing electrical
energy or other Project benefits for public or private uses.

M-S-R PPA’s activities span the Pacific Northwest Project, including the Big Horn Wind
Energy Projects, and certain plant decommissioning, mine reclamation, or environmental
remediation obligations related to its former interests in Unit No. 4 of the San Juan
Generating Station (SJGS). Unless otherwise provided in separate agreements the Joint
Powers Agreement specifies participation in M-S-R PPA Projects is Modesto 50%, Santa
Clara 35%, and Redding 15%.

M-S-R PPA’s purpose is to maximize the value of its existing assets for the benefit of the
Members and to respond to Member needs where joint action rather than individua action is
deemed to be in the Member’s best interests. M-S-R PPA is also intended to provide more
responsive services to its Members than may be possible from larger or state-wide agencies
or associations.
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II. ORGANIZATIONAL STRUCTURE AND PHILOSOPHY

Since its formation, M-S-R PPA has been a member-directed, member-supported
organization. M-S-R PPA is governed by a three-member Commission appointed by and
representing the governing bodies of Modesto, Santa Clara, and Redding. The Genera
Manager and Commission are advised by the Technicad Committee and the Financia
Management Committee, each comprised of representatives of the technical and management
staff of the Members. The Technical Committee's purview includes engineering, technical,
and economic aspects of the Agency’s Big Horn Wind Energy Projects, and San Juan Project
Legacy Liabilities. The Financial Management Committee’s purview includes the Agency’s
bonded debt and investments. Additionaly, the Risk Management Committee was
established by and administers the Agency’s Risk Management Policy (pertaining to energy
transactions) and reports to both the Genera Manager and the Financial Management
Committee. A copy of the Agency’s current organization chart is attached as Exhibit “A.”

The organization of the Agency and descriptions of its authorities and delegations are
documented in a comprehensive Policies and Procedures Manual. Key enabling documents
and controls are appended to the manua to provide a one-stop operations and governance
resource. The manua was completed in December 2013 and is reviewed on a biennial basis
in even-numbered years in conjunction with the annual review of this strategic plan.

Recommendations:

1. No changes are recommmmended to the Agency’s organization structure at this
time.

Martin Hopper 9/6/20 1:04 PM
Deleted: Adopted by
Martin Hopper 9/6/20 1:04 PM
Deleted: 18-19 .
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I11. MANAGE AND MAINTAIN ASSETS

San Juan Project:

Project Description and History:

M-S-R PPA held a 28.8% ownership interest (or about 146 MW) in the 507 MWy« SIGS
Unit 4 (San Juan Unit 4) operated by the Public Service Company of New Mexico (PNM).
These interests and related assets and liabilities are referred to as the San Juan Project.

M-S-R PPA purchased its interest in the San Juan Project on December 31, 1983, began
taking direct deliveries of energy and capacity on May 1, 1995, and divested its interests on
December 31, 2017. The Agency retains certain liabilities pertaining to its share of the costs
of Mine Reclamation, Plant Decommissioning, and potential environmental contamination.
Collectively these obligations are referred to as the “Legacy Liabilities.”

M-S-R PPA’s rights and obligations for this project are governed by the San Juan Project
Restructuring Agreement (Restructuring Agreement), the Amended and Restated Mine
Reclamation and Trust Funds Agreement (Reclamation Agreement), the San Juan Plant
Decommissioning and Trust Funds Agreement (Decommissioning Agreement) and M-S-R
PPA’s Bond Indentures (while any M-S-R PPA bonds remain in effect). The Members
rights and obligations pertaining to the San Juan Project are specified in the Tucson/San Juan
Project Power Sales Agreement.

The San Juan Project was purchased to provide baseload power and act as a hedge against
rising costs of wholesale power purchases. The San Juan Project also played a critical rolein
meeting Member power needs through the California Energy Crisis (2000 — 2001).

Goals.

The Agency’s goals are to most efficiently and economically discharge Legacy Liabilities for
the Members.

Martin Hopper 9/6/20 1:04 PM
Deleted: Adopted by
Martin Hopper 9/6/20 1:04 PM
Deleted: 18-19 .
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On-Going M anagement:
Legacy Liabilities— Mine Reclamation:

Pursuant to the Reclamation Agreement, M-S-R PPA retains liability for 8.7% of the pre-Exit
Date Mine Reclamation costs until such time as the mine site is reclamed and any
Reclamation Bonds held by the State of New Mexico are released. The scope and timing of
final reclamation is set by the Mine Permit and State and Federal law. If the
Farmington/Enchant SJGS project’ occurs, an additional 13-years of SIGS operations could
generate about 10,000,000 cubic yards of coa combustion residuals for buria in the mine
and correspondingly delay final mine closure.

The San Juan owners are exploring a potential transaction where through the payment of a
fixed sum, they will extinguish their outstanding reclamation obligations without further
recourse. This transaction would become effective at or before the anticipated June 30, 2022
termination of SIGS operations and may also be applicable if the Farmington/Enchant SIGS

project proceeds.

‘M-SR PPA paysits share of both ongoing and final reclamation from funds on deposit in its

Mine Reclamation Trust. Pursuant to the Reclamation Agreement, the value of M-S-R PPA’s

Mine Reclamation Trust needs to be sufficient as of the end of each calendar year to make all

future payments as projected pursuant to the Reclamation Agreement. M-S-R PPA’s Mine

Reclamation Trust value requirement as of December 31, 2020 is about $17.7 million. As T T S
discussed below (Section 4. Financial Matters — Legacy Liability Funding) the Agency has Deleted: 2019

sufficient funds available to make any necessary future deposits and additions to the Mine Martin Hopper 9/6/20 1:04 PM
Reclamation Trust without additional cash calls on the Members. Deleted: 8

Potential Actions:

1 Continue to manage reclamation liabilities pursuant to existing
agreements.

2. Mitigate potential impacts of Farmington/Enchant SJGS project on
reclamation liabilities.

Martin Hopper 9/6/20 1:04 PM

Martin Hopper 9/6/20 1:04 PM
Deleted: 18-19 .
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3. Assign reclamation liabilities to third party at reasonable cost and without
recourse to M-S-R PPA.

Legacy Liabilities— Plant Decommissioning:

Pursuant to the Decommissioning Agreement, M-S-R PPA retains liability for a share of the
cost of SIGS decommissioning and demoalition costs. This share started at 8.7% in 2018 and
declines to about 7.6% given a 2022 SJGS shutdown. If Farmington/Enchant operates the
SIGS for an additional 13-years, M-S-R PPA’s share of SJGS decommissioning and
demolition costs may decline pursuant to the Decommissioning Agreement and the scope of
such liahilities may change.

The United States Bureau of Reclamation (USBR) has proposed purchasing certain SIGS
water diversion facilities including the L ake and River Stations and associated pipelines to
incorporate in the proposed Navajo Gallup Water Supply Project (NGWSP). This purchase
would be consummated within the next two years and would obviate the need for future
decommissioning and demolition of these facilities.

A detailed decommissioning study performed in 2019 by Burns and McDonnell indicates that
unless it is presumed the SIGS is never demolished at any future time, the least cost
aternative is to demoalish the SIGS as soon as possible after final shut-down and that the
highest cost alternatives are to retire the SIGS in-place and demolish at some future time.

' o - : Martin Hopper 9/6/20 1:06 PM
Pursuant to the Decommissioning Agreement, the SIGS Participants are required to fund a Deleted: The ranges of decommissioning cost
share of $30 million (M-S-R PPA’s share at 7.6% is $2.3 million — which has been deposited pltedissaenb ittt

in its Decommissioning Trust) for an initial phase of asset removal and remediation activities Present Value and Nominal bases: -

‘ (which are included in the above estimated costs.) At such time as the SIGS Participants R — T
reach agreement on a Decommissioning Plan, the funding requirements in the Deleted: all
Decommissioning Agreement will be updated. As discussed below (Section 4. Financid

‘ Matters — Legacy Liability Funding) the Agency has sufficient funds available to fund the MaridForrer G/6/0H DA EN
decommissioning and demolition scenarios studied by Burns and McDonnell without Deleted: all
additional cash calls on the Members.

Martin Hopper 9/6/20 1:04 PM

! Pursuant to a San Juan Project Extender Rights Transfer Agreement dated August 16, 2019, the City of Deleted: Adopted by
Farmington, NM and Enchant Energy LL C propose to continue to operate the SIGS after June 30, 2022 for a 13- Martin Hopper 9/6/20 1:04 PM
year period utilizing carbon capture technology. Deleted: 18-19 .

| Commission Review Draft 9-30-20 -7-




Potential Actions:
1 Continue to manage liabilities pursuant to existing agreements.

2. Mitigate potential impacts of Farmington/Enchant SJGS project on
decommissioning liabilities.

3. Consummate a sale of the Lake and River Station and related facilities to
the USBR.

4, Promote immediate full decommissioning and demolition of SIGS upon
cessation of generation activities and discourage retirement in place
scenarios.

5. Assign liabilitiesto athird party at reasonable cost and without recourse to
M-S-R PPA.

Legacy Liabilities— Potential Environmental Remediation:

Pursuant to the Restructuring Agreement, M-S-R PPA is liable for pre-Exit Date
environmental conditions requiring remediation. M-S-R PPA would not have responsibility
for any remediation required as a result of post-Exit Date operations. At this time it does not
appear M-S-R PPA has any additional environmental remediation liabilities beyond those
anticipated in the estimates for Decommissioning Liabilities. However, liability under the
Comprehensive Environmental Response, Compensation, and Liability Act (CERCLA)
although not currently identified, may exist. To mitigate environmental remediation risk,
M-S-R PPA elected to maintain Continuing Coverage insurance regarding SJIGS general and
environmental liabilities pursuant to the Restructuring Agreement.

Potential Actions:

1 Continue to maintain Continuing Coverage insurance at reasonably

allocated costs to mitigate potential environmental remediation liabilities. Martin Hopper 9/6/20 1:04 PM

Martin Hopper 9/6/20 1:04 PM
‘ Deleted: 18-19 .
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Recommendations:

1. M-SR PPA should continue to take all reasonable actions necessary to protect
Members and bondholders from financial risk through final retirement of al San Juan
Project bonds and through extinguishment of San Juan Legacy Liabilities, including
cost reduction and mitigation of risk through insurance and assignments of liability.

2. M-SR PPA should support efforts to transfer contractual liability for completion of

mine reclamation regquirements from the SIGS Participants to a responsible third .
) ) Mamn Hopper 9/6/20 1:04 PM
party at a reasonable cost, provided such transfer can be made irrevocably and Deleted: Westmoreland San Juan Mining (WSIM)

without recourse to M-S-R PPA.

3. M-SR PPA should take &l reasonable steps to advocate for adoption of
contemporary rather than deferred demolition in the approved Decommissioning Plan
for SIGS.

4. M-SR PPA should support efforts to explore transfers of contractual liability for
completion of SIGS decommissioning and demolition liability, including any
potential environmental liabilities, or sale or transfer of salvageable assets, to
qualified third parties at a reasonable cost, provided such transfers can be made
irrevocably and without recourse to M-S-R PPA.

5. M-SR PPA should take all reasonable steps to mitigate potential impacts of

Farmington/Enchant SJGS project on reclamation and decommissioning Jegacy Martin Hopper 9/6/20 1:04 PM

liahilities. Deleted: reclamation

Martin Hopper 9/6/20 1:04 PM
Martin Hopper 9/6/20 1:04 PM
Deleted: 18-19 .
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Pacific Northwest Project:

The Pacific Northwest Project initially consisted of contracts with the Bonneville Power
Administration (BPA) for the delivery of power to the California-Oregon Border (COB) and
thence via the California-Oregon Transmission Project (COTP.) The final agreement with
BPA terminated on September 30, 2005. Currently the Pacific Northwest Project consists of
the Big Horn Wind Energy Projects.

BigHorn Wind Enerqgy Project:

Project Description and History:

On June 1, 2005, M-S-R PPA entered into a series of agreements (as subsequently amended)
with PPM Energy, Inc. — now known as Avangrid Renewables, LLC (Avangrid) — to
purchase wind power energy at a negotiated price, with a nominal installed capacity of
approximately 199.5 MW and an expected annual capacity factor of about 35%, as firmed,
shaped, and delivered to COB for an initial 20-year period. Power deliveries commenced on

‘ October 1, 2006. Pursuant to amendments to these agreements effective December 1, 2008,
M-S-R PPA has the right and obligation to continue to take the same output through
September 30, 2031, or if the Big Horn Wind Energy Project is repowered before September
30, 2026, M-S-R PPA will have aright of first offer to negotiate a long-term power purchase
for such repowered project.

On December 2, 2009, M-S-R PPA entered into a further series of agreements with Avangrid
to purchase wind power energy from the 50 MW Big Horn |1 Wind Energy Project for a 25-
year term from November 1, 2010 through October 31, 2035.

Goals:
M-S-R PPA will continue to evaluate any options to reduce Big Horn Wind Energy Project

costs and improve administrative efficiencies without placing the structure or benefits of the
Firming and Shaping Agreement (Big Horn 1) or Redelivery Agreement (Big Horn I1) with

Avangrid at risk.

The:*Age.ncy als? needs to maintain the significant bgneflts of the Big Horn Wind Energy Martin Hopper 9/6/20 1:04 PM

Projects in meeting the Members Renewable Portfolio Standards (RPS) and carbon content Deleted: Adoptedby
requirements as laws and regulations evolve. Martin Hopper 9/6/20 1:04 PM

Deleted: 18-19 .
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On-Going M anagement:
Cost Containment — BPA Proceedings:

BPA Transmission and Ancillary Service rates directly and indirectly affect the costs paid by
M-S-R PPA to Avangrid for Firming and Shaping Services for the Big Horn Wind Energy
Project and for pass-throughs by Avangrid of BPA Transmission and Ancillary Services
charges for the Big Horn 11 Wind Energy Project’. The annual costs paid for these services
by M-S-R PPA are about $13 million.

BPA issued its Final Record of Decision (ROD) in rate case BP-20 on July 25, 2019, which
included modest increases in BPA transmission and ancillary services rates. The Agency
remains concerned that rates charged for these services remain excessive and that BPA cost
allocations remain biased to the benefit of power rather than transmission customers. Other
issues including the misallocation of costs between BPA power and transmission business
units, remain active in workshops and other proceedings. BPA pegan preparing its BP-22 rate Martin Hopper 9/6/20 1:04 PM

case during 2020. Initial BP-22 proposas indicate power costs will be held flat, but Deleted: asillustrated by arecent $331 million
transmission costs will continue to grow significantly.

“accounting error,”

Martin Hopper 9/6/20 1:04 PM
Deleted: will begin

Potential Actions:

1. Continue to participate in the workshops and filings related to BPA rate
cases to ensure costs are not allocated in a discriminatory manner for
transmission and ancillary services.

2. Prepare annual Priorities Matrix and Action Plansin conjunction with
BPA Counsel and use to manage the efforts of Staff, Counsel, and
Consultantsin BPA Rate Cases.

Cost Containment —EIM Proceedings:

The California Independent System Operator (CAISO) has developed a market-based energy

imbalance market (EIM) operating in the western interconnection. The operation of the EIM

may affect the costs and deliverability of energy from the Big Horn Wind Energy Projects
Martin Hopper 9/6/20 1:04 PM
Martin Hopper 9/6/20 1:04 PM
Deleted: 18-19 .
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and other Member resources. There are currently 11 active EIM participants’ and 10 parties

Martin Hopper 9/6/20 1:04 PM

pending EIM participation in the near future”. Of particular concern to M-S-R PPA, activities Deleted: As of December 31, 2019, 18 enfities

of the EIM may affect access to and pricing of energy deliveries across the BPA system or potably 'g;’;",'lgg,,%’vsg; “Qgﬁ:‘fn%y:j{iﬁ:s of
the Pacific Northwest Interties. BPA’s initial EIM implementation proposals indicate D (AN oo Mumetpat Lty
alocation of EIM costs to transmission functions such as those used by Avangrid to effect Martin Hopper 9/6/20 1:04 PM

Big Horn Wind Energy Project deliveries. Furthermore, to most efficiently accommodate Deleted: or have ndicated (including Avangrid
EIM activiti . BPA arid dernizati iects h b sed. includi but Martin Hopper 9/6/20 1:04 PM

IVIUES, various grid moadernization projects nave been proposed, Including bu

not limited to a new transmission control center to be built in Vancouver, WA. Martin Hopper 9/6/20 1:04 PM

Martin Hopper 9/6/20 1:10 PM

Potential Actions: Deleted: Furthernore

1 Monitor EIM development activities, filings, and intervene in cases where
EIM costs may be assigned to non-EIM participants especially regarding
use of, or additions to, BPA transmission system.

Cost Containment —M-S-R Coordinator:

M-S-R PPA awarded a contract to Modesto in 1999 to provide Coordinator services. This
agreement was for a three-year term with three optional one-year extensions and expired
April 1, 2005. The M-S-R PPA Commission awarded similarly structured successor contracts
to Modesto in 2004, 2011 and 2018. The M-S-R Coordinator currently provides pre-
scheduling, scheduling, real-time dispatch and settlements services for the Big Horn Wind

Energy Projects.
Potential Actions:

1 Continue to review cost efficacy of continued Modesto provision of Martin Hopper 9/6/20 1:04 PM

M-S-R Coordinator services prior to the December 31, 2021 deadline to
. . artin Hopper ]

notify Modesto of the second one-year extension of the current agreement.

) Martin Hopper 9/6/20 1:04 PM

2 The cost reimbursement provisions of Modesto’s Star Point Wind Energy Project contract with Avangrid Martin Hopper 9/6/20 1:04 PM
3are essentially identical to those in the Big Horn |1 Wind Energy Project.

Active EIM participants as of January 1, 2021: Salt Rive Project, Seattle City Light, BANC (Phase 1)

Martin Hopper 9/6/20 1:04 PM

Idaho Power Company, PowerEx, Portland General Electric, Puget Sound Energy, Arizona Public Service, NV "

Enerqy, PacifiCorp, and CalifornialSO. -

N EIM participation pending 2021: LADWP, PNM, Northwestern Energy. Turlock Irrigation District, and Martin Hopper 9/6/20 1:04 PM

BANC (Phase?)
EIM participation pending 2022: Avista, Tucson Electric Power Company, Tacoma Power, Bonneville Martin Hopper 9/6/20 1:04 PM

Power Administration, and Xcel Energy — Colorado. Deleted: 18-19 .
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RPS Compliance — Qualifications:

Over the past decade, California Law has imposed ever more stringent RPS and carbon content
requirements on electrical energy trading and generation. The most recent law, SB 100 adopted
in 2018, further modified the RPS to a 60% obligation by December 31, 2030, and set a target of
a 100% carbon-free emissions portfolio by 2045. RPS laws also require renewable energy
projects to be “certified” by the California Energy Commission (CEC). In addition, the CEC
requires renewable projects to be tracked through the Western Renewable Energy Generation
Information System (WREGIS). Both the Big Horn Wind Project and Big Horn |1 Wind Energy
Project have been certified as eligible by the CEC. Avangrid/Big Horn Wind Project LLC/Big
Horn 11 Wind Project LLC has registered the Projects with WREGIS as generators, BPA has
registered as the qualified reporting entity for the Projects, and M-S-R PPA has adopted
procedures for the verification, accounting, and distribution of WREGIS RECs for these and
future projects.

The Big Horn Projects are significant elements in each Member’ s renewable energy portfolio

as tabulated below:
A4
Member Big Horn | Big Horn Il Wind Energy Martin Hopper 9/6/20 1:04 PM

| Participation Participation (Gwh) /5 Deleted: Member ... [34]
| Modesto 12.5% 65% 143

| Santa Clara 52.5% 35% 308

| Redding 35.0% 180

|

Estimates are based on average annual Big Horn | & 11 production,

Martin Hopper 9/6/20 1:04 PM

Deleted: compared with 60% RPS requirement

Potential Actions: applied to projected 2030 load

1 Monitor regulatory/legislative changes to assure Big Horn Wind Energy
Projects remain as eligible RPS Resources through at least their respective
September 30, 2031 and October 30, 2035 contract maturities.

Martin Hopper 9/6/20 1:04 PM
Deleted: current

RPS Compliance — Reporting and Certification:

The qualifications and reporting of emissions under California Air Resources Board (CARB)
and CEC regulations and the accounting of the RECs associated with the Big Horn (and Star
Point) Wind Energy Projects represent the majority of the Agency’s benefits under these
contracts. Specifically, the treatment of the RECs as being so-called Bucket “0" must be
preserved, to avoid reducing the benefits and economic value of these projects in satisfying

Martin Hopper 9/6/20 1:04 PM
Deleted: Adopted by

Martin Hopper 9/6/20 1:04 PM
Deleted: 18-19 .
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Member RPS compliance requirements. Similarly, preservation of the RPS Adjustment under
the CARB Mandatory Reporting Regulation (MRR) has substantial value to the Members.
On April 13, 2018, M-S-R PPA entered into letter agreements with Avangrid for both the Big
Horn and Big Horn 1l Wind Energy Projects regarding “Process for Addressing RECs and
Cadlifornia Carbon Allowances” and accounting for RPS Adjustments under CARB’s MRR.

Potential Actions:

1 Continue to assure Big Horn Wind Energy Projects remain grandfathered
as Bucket 0 RPS Resources.

2. Support potential regulatory/legidative changes to allow Big Horn Wind
Energy Projects to be deemed Bucket 1 RPS Resources and that do not
endanger grandfathered Bucket O RPS status.

iReoommmdatloné Martin Hopper 9/6/20 1:13 PM
Comment: Reordered to match above discussion.
1 M-S-R PPA should continue to administer the Big Horn | and Il Wind Energy
Project agreements to reduce costs and fees and maintain use of the Projects

environmental attributesin satisfying the Members' RPS or other requirements.

Martin Hopper 9/6/20 1:04 PM

Deleted: <#>M-S-R PPA should continue to track
and allocate renewable energy production and

2. M-SR should continue to examine any reasonable options to reduce costs: associated WREGIS RECs from the Big Horn | and
H H . . : Il Wind Energy Projects for the benefit of the
regarding the Big Horn Wind Energy Projects, but not recommend further action Members and teke all necessary stepsto ensure that
1 i i i i such generation and credits remain eligible to meet
upon such proposals until al economic, legislative, and regulatory risks and 21 2o cablo Calforiarenowabls enagy
benefits can be appropriately quantified for consideration by the Members. production requirements. -

Martin Hopper 9/6/20 1:02 PM

. . . ) ] Formatted: Bullets and Numbering
3. M-SR PPA should actively monitor Avangrid Renewables obligations and* Martin Hopper 9/6/20 1:04 PM
performance under the current agreements with respect to changing rules and Deleted: <#>M-S-R PPA should continue to
. - ) ) i 3 follow and to actively participate (as directed by the
regulations. Additionally, M-S-R PPA should monitor Avangrid's financial M-S-R Commission) in BPA's rate proceedings, and
L . related Federal Energy Regulatory (FERC) and
structure and capi talization. judicial hearings. Reports to Members and

solicitation of direction regarding filings, positions,
and meeting representation shall be timely and
proactive. Periodic conference calls among Member

4, M-S-R PPA should continue to follow and to actively participate (as directed by staff will continueto solicit Member input and
the M-S-R Commission) in BPA's rate proceedings, and related Federal Energy ;’Ag’:ﬂ;ﬁé{;‘g’;ﬁggﬁﬁgﬁﬁ’gﬂ:tsgp"”%t°
Regulatory (FERC) and judicial hearings as long as such participation remains identified as follows, and will be periodically ranked

in annual Priorities Matrix and Action Plans: .

economically effective. Reports to Members and solicitation of direction Martin Hopper 9/6/20 1:02 PM

regarding filings, positions, and meeting representation shall be timely and Formatted: Bullets and Numbering
Martin Hopper 9/6/20 1:04 PM

proactive. Periodic conference calls among Member staff will continue to solicit
Member input and discuss the implications and appropriate responses to these Martin Hopper 9/6/20 1:04 PM

Deleted: 18-19 .
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emerging threats. Priorities have been identified as follows, and will be
periodically ranked in annual Priorities Matrix and Action Plans:

a M-SR PPA will continue to work to minimize inappropriate cost shifts
between BPA business units,

b. M-SR PPA will advocate for cost causation principles with emphasis on
transmission and ancillary services customers paying only for services they

actually receive

c. M-SR PPA will support BPA initiatives to maintain the reliability of the
transmission and hydro generation system.

5. M-SR PPA should continue to track and allocate renewable energy production and
associated WREGIS RECs from the Big Horn | and 1l Wind Energy Projects for the
benefit of the Members and take all necessary steps to ensure that such generation and
credits remain eligible to meet all applicable California renewable energy production

reguirements.

6. M-S-R PPA should track and actively comment, as appropriate, upon proposed
legislation and regulations as they may affect uses and benefits of M-S-R PPA wind
contracts to meet California RPS requirements and carbon reporting regulations.

Martin Hopper 9/6/20 1:04 PM
Martin Hopper 9/6/20 1:04 PM
| Deleted: 18-19 .
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IV. FINANCIAL MATTERS

The Financial Management Committee monitors the financial markets and advises the
General Manager regarding the issuance and management of the Agency’s debt and similar
liabilities. The activities of the Financial Management Committee are supported by an
independent Financial Advisor, currently the firm of Montague, DeRose and Associates,
LLC. M-SR PPA maintains a Strategic Reserve as set forth in its Working Capital Policy to

Martin Hopper 9/6/20 1:04 PM

meet Bond |ndenture requirements, to fund contingent liabilities, and to manage Member Deleted: minimum of 60-days operating cash,
cash call requirements. As reported in the June 30, 2020, Treasurer's Report, M-S-R PPA Including certain reserved funds, and accrues other

holds about $38 million in operating funds and restricted and un-restricted reserves. Martin Hopper 9/6/20 1:04 PM
Deleted: required by

) Martin Hopper 9/6/20 1:04 PM
Goals: Deleted: Indentures

Martin Hopper 9/6/20 1:04 PM
Deleted: July 31, 2019

Maintain sufficient operating cash and reserves to meet the liquidity requirements of the
Martin Hopper 9/6/20 1:04 PM

Agency, fund current and contingent liabilities as they become due and to meet al

Deleted: 62
requirements of Bond Indentures and State Law regarding debt issuances and investments
while minimizing risk and cash calls upon Members and maximizing returns on invested
funds.
Debt Management:
M-S-R PPA will have approximately $26 million of outstanding debt on its San Juan Project Martin Hopper 9/6/20 1:04 PM
Revenue Bonds as of July 1, 2021. Other bonds previously issued by the Agency have either
k i . i \ Martin Hopper 9/6/20 1:04 PM
been retired or defeased. Outstanding Series 2018R Bonds yield about 1.78% and are not Deleted: L uan
callable before maturity. [ Martin Hopper 9/6/20 1:04 PM
. i . Martin Hopper 9/6/20 1:04 PM
Potential Actions
Martin Hopper 9/6/20 1:04 PM
1 Make all debt service payments and file reports as required by Continuing
Disclosure Agreement. Martin Hopper 9/6/20 1:04 PM
Deleted: . Those reserves may include working
capital in the Operating Fund, the Debt Service
Funding of Legacy L iabilities: Coverage Revolving Fund, existing balances in the
Reclamation
Martin Hopper 9/6/20 1:04 PM
Pursuant to Resolution 2020-01, regarding Working Capital Policy, the Agency will fund the
. . . ) ) reserves and funds
balance of the costs of San Juan Project Legacy Liabilities from jts Strategic Reserves, Martin Hopper 9/6/20 1:04 PM
including those specifically associated with the San Juan Project, Legacy Liabilities Reserves
pertaining to Mine Reclamation and to San Juan Decommissioning, A gl S A P

Deleted: 18-19 .
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M-S-R PPA’s Mine Reclamation Trust value requirement as of December 31, 2020 is about
$17.7 million and is currently projected to end the year with a balance of $17.0 million,

which, indicates the need for a Reclamation Recovery Deposit. The Working Capital Policy

sets the objectives for the Mine Reclamation Contingency and Administration reserve
tranche at target and minimum levels as shown below based on 2021 Budget projections.

Similarly, Decommissioning Costs have been estimated for various scenarios and reserve

requirements computed based on the same assumption (Retire-In-Place followed by
demalition in 25-years) used in the preparation of the Agency’s Financial Statements.

Asillustrated below the estimated General Fund balances in 2021 are reasonably sufficient to
satisfy minimum Reclamation and Decommissioning Cost Working Capital regquirements
(which are in addition to those amounts currently held in Trusts) without additional cash calls
on the Members:

. Target Working Minimum
Year-End 2021 Capital Working Capital

Net General Fund $40,234,000 $40,234,000
Day§ of Working Capital 186 186
Available
Financial Advisor 160 160
Recommended Minimum Days - —
Working Capital Tranche 1 —
Agency A&G ___$465,000 _$465,000
Working Capital Tranche 2 — $11.116.000 $5.558.000
Purchase Power
Working Capital Tranche 3 —
San Juan Fixed _$4,570,000 $4,570,000
Working Capital Tranche 4 —
Reclamation Legacy Liability $8,489,000 $8,295,000
Contingency
Working Capital Tranche 5 —
Decommissioning Legacy $29,272,000 $12,296,000
Liability Cost
Sum of Tranches $53,912,000 $31,184,000
Sum of Tranches in Days 250 144

Commission Review Draft 9-30-20 -17 -
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Deleted: 2019
Martin Hopper 9/6/20 1:04 PM
Deleted: 8

} Martin Hopper 9/6/20 1:04 PM
Deleted: 7
Martin Hopper 9/6/20 1:04 PM
Deleted:

Martin Hopper 9/6/20 1:04 PM

Deleted: , depending on the effect of unrealized
investment valuation adjustments, may indicate

Martin Hopper 9/6/20 1:04 PM

Deleted: minor

Martin Hopper 9/6/20 1:04 PM

Deleted: Asshown below in the tables below,
sufficient funds are available to satisfy the identified
present value Decommissioning Cost requirements
without additional cash calls on the Members:
Martin Hopper 9/6/20 1:04 PM

Deleted: Decommissioning Cases ... [36]

Martin Hopper 9/6/20 1:04 PM
Martin Hopper 9/6/20 1:04 PM
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These factors are also illustrated below for the next 10-years:

M-S-R PUBLIC POWER AGENCY
STRATEGIC RESERVE RECOMMENDATIONS
60,000,000 60,000,000

WCP TARGET

\ 50,000,000

50,000,000

40,000,000 40,000,000

30,000,000 \ [ 30,000,000 General Fund Balance

== ==160-Day Minimum

Total Reserves Required

u» GEuD GmED 5
asus ensn ane®

20,000,000 - - 20,000,000

WCP MINIMUM

10,000,000 10,000,000
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Potential Actions:

1 Satisfy any funding requirements for either the Reclamation Trust Fund or
Decommissioning Trust Fund from reserves currently held by the Agency.

2. Consider disbursements to the Members or other use of funds accessible to
theAgency that are greater |r? arpount than the h.lghest prOj ected [gwrve Martin Hopper 9/6120 1:04 PM
reguirements for Decommissioning or Reclamation activities consistent Deleted: remaining nominal cost of

with the Working Capital Policy.

Recommendations

1. M-SR PPA’s debt and investment structures should be periodically reviewed to
maximize the benefits to M-S-R PPA and its members.

® Martin Hopper 9/6/20 1:04 PM

2. As required in Resolution 2020-01 regarding Working Capital Policy, M-S-R PPA -
Martin Hopper 9/6/20 1:04 PM

should continue to reserve funds to cover future Legacy Liability payments.
Martin Hopper 9/6/20 1:04 PM
Deleted: 18-19 .
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V. JOINT ACTION OPPORTUNITIES
Background

Although M-S-R PPA has been instructed in the past by its Members to prefer individual
pursuit of new projects rather than joint M-S-R PPA efforts, there are collective synergies
between the Members for continuing and future joint action. The role of the Agency in
managing Legacy Liabilities and the Big Horn Wind Energy Projects, as well as the role of
the M-S-R Energy Authority in managing the Natural Gas Project, is expected to continue for
at least two more decades.

Goals:

Utilize the organizationa infrastructure of M-S-R PPA to efficiently and economically
provide project management services to the Members.

Regulatory Monitoring and Compliance Program

On behalf of its Members the Agency has actively participated in regulatory forums before
the FERC, the CEC, the CARB, the Cadlifornia Public Utilities Commission (CPUC).
Proceedings before the CEC, CARB and CPUC regarding RPS compliance matters are
included in the Agency’s Pacific Northwest Project (Big Horn Wind Energy Projects) as
described above. Proceedings before these same agencies regarding greenhouse gas controls,

cap-and-trade programs, and CARB MRR have broad impact on the Agency and its Martin Hopper 9/6120 1:04 PM
Members and are alocated to the Regulatory and Compliance Program established pursuant Deleted: Mandatory Reporting Requirements

to Resolution 2017-04. Martin Hopper 9/6/20 1:04 PM
Deleted: )

To the extent possible, other entities such as TANC, BANC, or NCPA should take the lead
role on activities such as PG&E, SCE, or SDG&E Transmission Revenue Requirement
(TRR) filings. Only when specifically directed by the Members would M-S-R PPA support
interventions before the FERC related to general or state-wide transmission cost issues.
Remaining activities would typically only apply to issues potentially impacting deliveries of
renewable wind energy beyond the BPA system.

Martin Hopper 9/6/20 1:04 PM

|
Martin Hopper 9/6/20 1:04 PM
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Goals:

In harmony with the project-specific regulatory monitoring and compliance activities,
participate in market-wide regulatory and compliance forums to safeguard the relevance of
the Agency and Member’'s early action in renewable resource development and carbon
reduction programs.

Potential Actions:

1 Monitor FERC filings regarding transmission rates and act in a
clearinghouse role for the Members.

2. New interventions and protests before the FERC regarding transmission ™ Martin Hopper 9/6/20 1:04 PM
rates should only be entertained when the Members determine thereis a Deleted: <#>Complete existing interventions and
common interest that can be more efficiently and effectively prosecuted by protests beforethe FERC regerding iransilssion
joint action. Martin Hopper 9/6/20 1:02 PM

Formatted: Bullets and Numbering

Recommendations

1. Given that existing interventions and protests before the FERC regarding

Martin Hopper 9/6/20 1:04 PM

transmission rates have been completed, new interventions and protests regarding
state-wide or specific transmission rate issues should only be entertained when the Martin Hopper 9/6/20 1:04 PM
Members determine there is a common interest that can be more efficiently and

. .. . Martin Hopper 9/6/20 1:04 PM
effectively prosecuted by joint action. Deleted: but

2. M-S-R PPA should continue to participate in proceedings before the CEC, CARB and
CPUC regarding greenhouse gas controls, cap-and-trade programs, and CARB
MM Rs and regarding SB 350, AB 398, and SB 100 implementation as directed by the Martin Hopper 9/6/20 1:04 PM

Members. Deleted: Mandatory Reporting Requirements

L egislative and Regulatory Advocacy Program

M-SR PPA has actively participated in the past nine Cdlifornia legislative sessions in the
monitoring and amendment of renewable resources legislation and other bills affecting the
operation of M-S-R PPA and Member resources. Legislative advocates were retained and an

informal structure for obtaining Member positions has evolved. M-S-R PPA has also participated oo hers/ S0 L0 PV

Deleted: Adopted by
Martin Hopper 9/6/20 1:04 PM
Deleted: 18-19 .
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as a non-voting member of the California Municipal Utilities Association (CMUA) Legidative
and Regulatory Committee and CMUA Energy Policy Committee.

Goals:

Support legidative initiatives that preserve or enhance the value of early action renewable
energy or carbon reduction projects, that simplify or streamline regulatory reporting
requirements, and that respect the value of local control and decision-making.

Potential Actions:

1. Develop annual Californiaand Federal Legislative and Regulatory
Representative Workplans.

2. Rely on Member coverage for California and Federal Legislative or
Regulatory advocacy unless otherwise directed for specific issues, or as
identified in annual Workplans.

Recommendations

1. M-SR PPA will take positions on only those bills and regulatory matters directly
affecting M-S-R PPA resources or M-S-R PPA’s duties to its Members. M-S-R PPA may
also, by request of the Members, take positions on bills of common interest to the entire
M-S-R PPA membership.

2. The M-SR PPA General Manager will regularly consult with the Members to coordinate
Agency and Member positions on bills and regulatory matters and to develop annual
work plans for State and Federal legislative advocacy.

3. M-SR PPA will retain legisative and regulatory advocates as needed to support its
positions on proposed bills and regulations and will coordinate with Members and like-
positioned entities and trade associations to promote M-S-R PPA’ s interests.

Martin Hopper 9/6/20 1:04 PM
Deleted: Adopted by
Martin Hopper 9/6/20 1:04 PM
Deleted: 18-19 .
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Exhibit “A”
M-SR Public Power Agency Organization Chart

Martin Hopper 9/6/20 1:04 PM
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Modesto 12.5% 65% 143 8%
Santa Clara 52.5% 35% 308 12%
Redding 35.0% - 180 42%
2 Big Horn | Big Horn Il Wind Energy
Member Participation Participation (GWh) _/5
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Costs ($2018)
Retire in Place — Base Case $5,600,000
Retire in Place — Upper Bound $10,000,000
Full Demolition — Base Case $8,600,000
Full Demolition — Upper Bound $9,700,000
ngeorh;gﬂrﬁ\jﬁer 10-Years — $15.900,000
Bg?eorh;gzr%ﬁer 25-Years — $14.700,000

Balance Held
Funding Sources December 31,
2018

Held in Decommissioning Trust $2,234,515
Remammg Resolution 2016-04 $6.534.935
Reservation
Debt/Service Coverage
Revolving Fund (Available upon $3,300,000
retirement of Bonds in 2022)
MCCRA & Other Agency
Reserves/Operating Fund $14,900,000
Total Available/Applicable $26.968.550
Funds




M-S-R Public Power Agency
Staff Report

Date: September 23, 2020

From: Martin R. Hopper, General Manager

To: M-S-R PPA Commission

Subject: I[D)(ijls_cgssi on and Possible Action Regarding Agency Working Capital
icies

Executive Summary:

The Commission has requested the General Manager review the Agency’s existing
working capital policies and present recommended updates for consideration. This report
surveys best practices, provides an overview of existing policies and available funds, and
presents proposed new policies and an implementing resolution®.

Application of the proposed policies would position the Agency as of the end of thisyear
with an General Fund Balance of about $39.8 million, which represents 185-days of
reserves — about mid-way between the recommended Strategic Reserve Target of $54.1
million (251-days) and Strategic Reserve Minimum of $31.3 million (145-days.) Future
projections of General Fund balances and Strategic Reserve requirements show Agency
funds meeting either the proposed target or minimum criteria without need for future
Member cash calls.

If the “Clean-Breaks” regarding Legacy Liabilities as described in the 2021 Strategic
Plan are achieved, the proposed Strategic Reserve requirements proposed herein may be
substantially reduced.

Goal:

Maintain sufficient operating cash and reserves to meet the liquidity requirements of the
Agency, fund current and contingent liabilities as they become due and to meet all
requirements of Bond Indentures and State L aw regarding debt issuances and investments
while minimizing risk and cash calls upon Members.

! Prior reviews of this report occurred at the May 7, 2020, August 6, 2020, and September 3, 2020
M-S-R PPA Technical Committee, May 20, 2020 and July 22, 2020 Commission, and June 11, 2020 M-S-
R PPA Financial Management Committee (FMC) meetings. A summary of the directives provided by these
bodies is attached as Appendix “A.”
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Financial Advisor Survey of Best Practices and Rating Agency Criteria:

|s summary, the Agency’ s Financial Advisor? found awide range of reserves held by
public power entitiesin Californiaand as reported or required by the three major rating
agencies on a“days of cash on hand” basis as follows:

= Rating Agency liquidity credit metric for “A” rating: Minimum 90-days
» S&P A+ Rated Retail Electric & Gas Utilities Median: Minimum 220-days
= Moody’s A Rated Joint Action Agencies Median: Minimum 157-days
= Fitch A+ Rated Public Power Median: Minimum 157-days

General Operating Reserves Policies:

= Surveyed California Entities: 9
=  Minimum Reserve (Average): 117-days
= Target — Where Specified (Average): 147-days

Purchased Power/Rate Stabilization Reserve Policies separate from General Operating
Reserves and re-calculated on a*“days of cash on hand” basis:

= Surveyed Entities: 6
=  Minimum Reserve (Average): 60-days
= Target — Where Specified (Average): 96-days

Legacy Liabilities — Environmental/Regulatory and Decommissioning Reserves:

= Surveyed Entities: 3
= Trustsor Restricted Reserves equal to current nominal

estimates of remaining liabilities.
= Targets— Full independently estimated liability.

Member Reported Reserves:

Modesto Irrigation District:

=  Minimum: 120-days
» Informal Target: 200-days

City of Santa Clara/Silicon Valley Power:

» All reserves’ 349-days

2 The Agency’s Financial Advisor, Montague DeRose and Associates, LLC’ s report dated June 12,

2020 is attached as Appendix “B.” Survey results have been restated as “ days’” where needed for consistent
presentation.
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City of Redding/Redding Electric Utility:

= Unrestricted reserves - Minimum 75-days
= Unrestricted reserves — Target 150-days
»  Unrestricted reserves — Upper Bound® 180-days
Member Bond Ratings:
City of Santa City of

Modesto Irrigation

Clara/Silicon Valley

Redding/Redding

District Power Electric Utility
Fitch AA- Stable AA- Stable AA- Stable
Moody’s A2 Stable

Qualitative Factors:

As enumerated above, M-S-R PPA’s Members are highly-rated® and maintain significant
working capital reserves. Although all Members have been affected by COVID-19-
related operation restrictions and customer demand reductions, none have reported a need
to draw on reserves at thistime. By covenant and contract, payments of M-S-R PPA
expenses are highly prioritized. Therefore, it is reasonable to rely on the strength of
Member credits and cash-flows and set M-S-R PPA’ s working capital requirements at the
lower-end of ranges suggested by best practices and rating agency criteria. Any future
impairment of Member credits and reserves would be addressed in regular annual reviews
of the Working Capital Policy.

Existing Reserve Policies:

The Agency’ s existing policies are described in Section 111 (B) Working Capital and
Member Payments, of the Policies and Procedures Manual adopted by the M-S-R PPA
Commission September 19, 2018, as follows:

“To alow the Agency to invoice the Members monthly for actual generation and variable
costs incurred in the prior month and not utilize estimated invoices billed in advance of
expenditures, the Agency maintains a nominal 60-day working capital reservein its

3 Operating cash (minimum $65 million) and whol esale revenue reserves, general reserve, strategic

reserve, rate stabilization fund (minimum $120 million), construction cash, and DVR power plant reserves
as stated by Fitch.

4 Current balance as computed by Rating Agencies is 240-days including customer deposits and
construction cash, which Redding excludes from itsinternal calculations.

° Fitch states“AA’ ratings denote expectations of very low default risk. They indicate very strong
capacity for payment of financial commitments. This capacity is not significantly vulnerable to foreseeable
events.”
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Operating Fund.® The Agency also has created a Member Cash Call Reserve Account
(MCCRA) whereby funds may be accumulated at the direction of the Commission for
unexpected operation and maintenance expenses, repair costs, capital improvements,
replacements, or betterments related to M-S-R Projects, and to reduce debt or make debt
service payments.” The Agency’s fixed costs, including Debt Service payments are invoiced
monthly at one-twelfth of the total amounts adopted in the Annual Budget and trued-up after
the close of the fiscal year. Working capital requirements are reviewed on an annual basis as
part of the preparation of the Annual Budget. Member payments are made by wire transfer or

electronic equivalent pursuant to a policy previously implemented for M-S-R PPA on the
basis of administrative efficiency.? In 2016, the Commission adopted a policy designating
various uses and transfers of reserves and working capital related to the payment of existing

and potential San Juan Project Legacy Liabilities.

9

The Agency also maintains a Debt Service Coverage Revolving Fund as established
pursuant to Resolutions 2016-01 and 2016-02 with a Funding Requirement of $3,300,000
and is specified to be a sub-account of the General Fund.

Reconciliation of General Fund:

The following tabulation is based on funds reported in the March 31, 2020, M-S-R PPA

Treasurer’s Report:

Description Balance Notes
General Fund (Gross) $41,200,000 | Market Value
Member Cash Call Reserve $200,000
Account (MCCRA)
Debt Service Coverage $2,200,000 | Annual Funding Requirement
Revolving Fund of $3,300,000 collected
$275,000 per month —
Disbursed July 1 each year
San Juan Legacy Liability $6,000,000 | Original Amount $14,300,000
Designation per Resolution less disbursements of about
2016-04 — Remaining Balance $8,300,000 to Trusts and on-
going Legacy Liability
expenses to date
Reserve & Contingency Fund $2,800,000 | 10% of Expected Annual Debt
(Per Indenture) Service Payments
Net Working Capital Available $30,000,000 | General Fund less MCCRA,
D/S Coverage Fund, Legacy
Liability Designation, & R&C
Fund.
Budgeted Expenses $82,300,000
Days On-Hand 133
6 Resolution No. 2013-07, Adopted October 16, 2013, Regarding Working Capital Policy.
! Resolution No. 99-01, Adopted November 17, 1999 Establishing a Member Cash Call
Reserve Account Policy and a Member Cash Call Reserve Account.
8 M-S-R PPA Director’s administrative directive dated June 8, 2007.
9 Resolution No. 2016-04, Adopted November 16, 2016, Regarding Use and Transfers of

Reserves and Working Capital.
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Proposed Working Capital Policy Recommendations:

The Agency’ s working capital shall be a Strategic Reserve composed of five tranches,
Operating Reserves pertaining to Administrative and General Budgets, Purchase Power,
and San Juan Fixed Expenses; and Legacy Liabilities Reserves pertaining to Mine
Reclamation, and San Juan Decommissioning. The Strategic Reserve shall be held within
and considered a part of the Agency’s General Fund. Although these five individual
elements are computed separately to establish the total Strategic Reserve, they should be
managed as a collective sum and not as individual reservations. For purposes of assessing
Strategic Reserve compliance, al moneys held within the General Fund shall be
considered available to meet reserve obligations. Additionally, the Agency’ s Bond
Indenture mandates a Reserve and Contingency Fund or “R& C Fund” (Bond Indenture
84.03(f)), which isto be maintained at all times the indenture isin effect (through July 1,
2022.) For the purposes of the recommended Strategic Reserve allocations, the R& C
Fund of about $2.8 million is assumed to be subsumed within the San Juan Fixed
Expenses tranche of the Strategic Reserve as discussed below. The Strategic Reserve San
Juan Fixed Expenses tranche also subsumes the former Member Cash Call Reserve
Account (“MCCRA”) and the Legacy Liability funding plan established pursuant to
Resolution 2016-04. Minimum reserve levels and target reserve levels are recommended
for each tranche.

If the Agency is able to achieve the “ Clean-Breaks’ as discussed within the 2021
Strategic Plan, either or both of the proposed Strategic Reserve Tranches associated with
Legacy Liabilities Reserves pertaining to Mine Reclamation and San Juan
Decommissioning may qualify for reduction or elimination. Such changesin Strategic
Reserve requirements would be implemented as directed by the Commission at the
consummation of any “Clean-Break” or at a subsequent annual review.
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Tranchel: Operating Reserves— Administrative and Operations Budgets:

This category includes Agency Administration & General, Generation Administration &
General, Renewable Administrative, Coordinating Services, and Regulatory &
Compliance.

Target: Recommended working capital target is 90-days on basis of Rating
Agency liquidity metrics supported by Member reserve strength,
otherwise 120-days would be recommended based on California
peers.

Minimum:  Asinvoicing is based on budgeted annual averages, recommended
minimum is same as target.
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Tranche2: Operating Reserves— Purchase Power:

This category includes the Big Horn | and Big Horn 11 Wind Energy Projects. Peer group
comparisons would allow this category to be set as low as 60-days rather than the higher
90 or 120-day metrics applied to general operating reserves.

Target: Given Member reserve strength and high payment priority, a 60-
day target would be appropriate here. Given the wide monthly
variances in expected power production by these renewable
resources, the calculation basis for the reserves will be based on
highest monthly average production plus two standard deviations
as was done to meet the former Big Horn | lock-box requirements.

Minimum:  Relying on Member credit strength, and because billings are based
on actual expenses, aminimum of 30-days computed as above
could be set. Based in historic experience, maximum Member
delinquency has been 7-days.
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Tranche 3. Operating Reserves— San Juan Fixed:

This category includes Agency Debt Administrative, Generation Plant Costs (excluding
those associated with Legacy Liability administration), Interest Expense — Generation,
and Principal Payments — Generation. Peer group comparisons would allow this category
to be set as low as 60-days rather than the higher 90 or 120-day metrics applied to general
operating reserves. It should be noted that the Bond Indenture R& C Fund requirement
equates to an additional 37-day reserve requirement on the Interest Expense — Generation
and Principal Payments — Generation line items that constitute the majority of cost in this
category. However, one could argue that the Debt Service Coverage Revolving Fund
payment is essentially duplicative of the R& C Fund and could be considered an offset for
reserve-setting purposes.

Target: Given Member reserve strength and high payment priority, a 60-
day standard can be used with Debt Service Coverage Revolving
Fund payment excluded from the calculation and Agency will still
meet Indenture requirements.

Minimum:  To meet Indenture requirements, 60-days as computed for Target
will be required.
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Tranche4: Legacy Liabilities—Mine Reclamation Contingency and
Administration:

Peer practice indicates holding only identified and expected obligationsin reserve for
legacy liabilities. The statement of liabilitiesin the Agency’s Financial Statements
pursuant to GASB-83 for Legacy Liabilitiesis made on the basis of anet present value
computation and not on anominal or cash-flow basis. Furthermore, although the
Agency’s share of projected nominal San Juan Mine Reclamation costsis held in Trust,
the Agency has been required to make substantial additional Trust Deposits from time-to-
time to address changes in reclamation cost estimates (ranging from 16% reductions to
70% increases) and to address earnings shortfalls and annual expenditure variations
(ranging from 2% to 4% of current Trust values.)

The purpose of this Strategic Reserve tranche isto off-set future Trust deposit
requirements and related on-going expenses. Funds already held in the Reclamation Trust
are not available to the Agency until all reclamation liabilities are extinguished (possibly
as late as 2048), hence are not considered part of the Strategic Reserve.

Reclamation administrative costs related to the duties of the Reclamation Agent (PNM)
are funded by the Agency from reserves and are not invoiced to the Members. Updated as
of PNM’s July 31, 2020 forecast, the present value of these administrative costs has been
computed to be $418,000 and the nominal value was computed to be $629,000 through
the year 2038.

Target: For this category, the Strategic Reserve should be set at the sum of
the mid-points (45%) of historic variances of the reclamation cost
estimates and of the annual Trust Balance shortfalls applied to
annual year-end Trust Balance requirement plus the nominal sum
of remaining annual administrative costs without further
contingency.

Minimum: Because the annual Trust Balance requirements would be the same

asinthe Target case, the minimum case only reduces
administrative costs to a present value rather than nominal basis.
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Tranche5: Legacy Liabilities— San Juan Decommissioning and
Continuing Coverage I nsurance Expense:

Peer practice indicates holding only identified and expected obligationsin reserve for
legacy liabilities. The statement of liabilitiesin the Agency’s Financial Statements
pursuant to GASB-83 for Legacy Liabilitiesis made the basis of a net present value
computation, and not on anominal or cash-flow basis, for the case identified as Retire-In-
Place with full demolition completed 25-years after termination of operations.

The latest study of decommissioning and demolition costs prepared by Burns and
McDonnell was prepared on a Class 3 (accuracy of +/- 30%) basis in accordance with the
Association for the Advancement of Cost Engineering (AACE) recommended guidance
18R-97. Within these estimates Burns and McDonnell assumed 20% contingencies on
direct costs and 10% contingencies on in-direct (owner) costs. Therefore, the Agency’s
reserve contingency can be set at the upper accuracy bound of the Class 3 estimate (i.e.
Base Case + 30%).

Continuing Coverage Insurance costs are funded by the Agency from reserves and are not
invoiced to the Members. As of January 1, 2020, the present value of these insurance
costs has been computed to be $1,987,000 and the nominal value was computed to be
$3,651,000 through the year 2049.

Target: For this category, the annual Strategic Reserve Target should be
set at 130% of the nominal sum of the remaining decommissioning
cost estimates plus the nominal sum of remaining annual insurance
costs (without further contingency) less any amounts on deposit in
the Decommissioning Trust. Please note that the General Fund
balance will be reduced by any amounts transferred to the
Decommissioning Trust or contemporaneously expended for
decommissioning expense. Target is set on anominal basis rather
than present value as a present value expression of
decommissioning costs does not incorporate discount and earnings
rate risk.

Minimum:  Same as Target except computed on a Net Present Value Basis.

Escalation and earnings risk can be monitored as part of annual
reviews and addressed if and when needed.
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Total Strategic Reserve:

A tabulation of these Strategic Reserve tranche recommendations as applied to the
Agency’ s 2020 Budget and 2023 and 2030 budget projections follows:

M-S-R PPA STRATEGIC RESERVE — TARGETS

Category 2020 Budget 2023 Projection 2030 Projection
Net Annual Budget 78,741,000 51,331,000 57,035,000
General Fund Available 39,836,000 42,716,000 42,915,000
General Fund In Days 185 304 272
Financial Advisor
Recommended Target in Days 200 200 200
Administrative & Operations 461,000 484,000 556,000
Reserve Tranche
Purchase Power Reserve 11,106,000 11,175,000 12,377,000
Tranche
San Juan Fixed Cost Reserve 4.570,000 0 0
Tranche
Reserve for Mine Reclamation 8,605,000 6,743,000 763,000
Tranche
Reserve for San Juan 29,362,000 26,929,000 22,635,000
Decommissioning Tranche
Total Strategic Reserve Target 54,104,000 45,331,000 36,331,000
ES:]%ntlal Surplus Over General -14,268,000 2,615,000 6,584,000
Reserve Target In Days 251 322 233

M-S-R PPA STRATEGIC RESERVE — MINIMUMS

Category 2020 Budget 2023 Projection 2030 Projection
Net Annual Budget 78,741,000 51,331,000 57,035,000
General Fund Available 39,836,000 42,716,000 42,915,000
General Fund In Days 185 304 272
Fl_ne_mual _Adwsor Recommend 160 160 160
Minimum in Days
Administrative & Operations 461,000 484,000 556,000
Reserve Tranche
Purchase Power Reserve 5,553,000 5,587,000 6,243,000
Tranche
San Juan Fixed Cost Reserve 4.570,000 0 0
Tranche
Reserve for Mine Reclamation 8.394.000 6,580,000 690,000
Tranche
Reserve for San Juan 12,305,000 10,421,000 7,423,000
Decommissioning Tranche
Total Strategic Reserve 31,283,000 23,072,000 14,912,000
Minimum
ES:‘%”“a' Surplus Over General 8,553,000 19,644,000 28,003,000
Reserve Minimum In Days 145 164 95
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Represented Graphically with comparisons to Financial Advisor 200-day target and 160-
day minimum criteria:
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Genera Fund Balances are shown relative to the bands Between Minimums and Targets
for Financial Advisor criteria and the recommended Strategic Reserve cases.
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The above summaries assume that al Agency revenues in excess of expenses continue to
be retained in the General Fund and that the fund continues to be invested in LAIF
garnering 1% per annum returns. The General Fund currently contains as sub-divisions
the Member Cash Call Reserve Account and the Debt Service Coverage Revolving Fund.
Pursuant to Resolutions 2016-01 and 2016-02, upon retirement of the last of the San Juan
Project Bonds (Series 2018R maturing July 1, 2022), the $3,300,000 balance in the Debt
Service Coverage Revolving Fund is to be placed in the MCCRA.

For the purposes of this analysis we have assumed the Strategic Reserve would be a
portion of the General Fund and would be held by the Agency until otherwise directed by
the Commission. As graphically illustrated above, although the expected balance in the
General Fund isless than the recommended Strategic Reserve Target through the middle
of the decade, in most yearsit significantly exceeds the 200-day target recommended by
the Agency’s Financial Advisor and implied by peer group Rating Agency evaluations.
After 2024, the balance in the General Fund would exceed the target and continue to
grow at the rate of LAIF earnings less expenditures for certain San Juan Legacy Liability
costs. Strategic Reserve requirements also decline in proportion to the completion of
Mine Reclamation and San Juan Decommissioning activities.

During the period in which the General Fund Balance is less than the Strategic Reserve
Target recommendation, the total General Fund Balance still exceeds the 160-day
minimum threshold recommended by the Agency’s Financial Advisor and implied by
peer group Rating Agency evaluations. For the Strategic Reserve Minimum case, the total
projected General Fund Balances satisfy the minimumsin all years.

While the Financial Advisor’s recommendations for reserve targets and minimums
represent a narrower band than the ranges between the Strategic Reserve Targets and
Minimums built-up from detailed reviews of each of the five reserve tranches, use of the
detailed tranches will allow the Agency to more closely tailor future reserve levels as the
Legacy Liability contingenciesin particular are addressed or otherwise mitigated through
potential “Clean-Breaks’ as contemplated in the Agency’s Strategic Plans.

Disbursement of Surplus Strategic Reserve Funds:

Subsequent to the retirement of the last of the San Juan Project bonds in 2022 and the
expected substantial completion of Mine Reclamation activities in 2028, the General
Fund will grow significantly larger than the required Strategic Reserve Amounts.
Although final Legacy Liabilities may not yet be extinguished at that time, the
Commission may then wish to consider disbursement of such excess fundsto the
Members or making any other permitted beneficial use. For example, the Commission
could direct the use of such funds to offset out-of-market power costs associated with
legacy renewable energy projects on an equitable basis to be determined in the future. To
provide appropriate flexibility to future decision makers, we recommend any such
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determination be deferred at this time and the general policy of the Agency remain that
Strategic Reserve funds are held until final retirement of Legacy Liabilities.

Reporting:

Semi-annual reports of the status of the Strategic Reserves will be made at the May and
November M-S-R PPA Commission meetings at the times of the presentation of the
Agency’s Financial Statements and adoption of the Annual Budget. Additional reports on
the status of the Strategic Reserves will be made from time to time at the request of the
Commission.

Recommendation:

| recommend the Commission adopt Resolution 2020-01 Regarding Working Capital
Policy which implements a Strategic Reserve comprised of five individual sub-reserves
for Administration and Operations, Purchase Power, San Juan Fixed Costs, Reclamation,
and Decommissioning and requires, within certain parameters, that the Agency’s Generd
Fund be maintained between the Strategic Reserve Target and Minimum levels.
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Appendix “ A”

Commission and Committee Review and I nput to Date:

At its May 20, 2020 meeting, the Commission reviewed the revised initial draft report
and provided the following feedback:

Supported the concept of a strategic reserve with appropriate tranches dedicated
to particular functions;

Reserve policy should be sufficiently flexible to address changing circumstances
and not be overly prescriptive;

Initial reserve levels should be sufficient to support an expectation that the
Agency will not need future member cash calls to build reserves or fund legacy
liability expenses; and

Existing reserves will not, unless required to address emergency needs, be rebated
to members until legacy liabilities are satisfied.

At its June 11, 2020 meeting, the Financial Management Committee provided an
overview of the Member’sindividual reserve policies and funding status and noted the
following:

The Members maintain substantial reserves supporting long-term credit ratings of
Fitch AA- or greater.

The Memberstreat their Joint Powers Agency obligations as operating expenses
that are subject to their own internal reserve requirements.

The Members' Joint Powers Agency obligations and payment requirements are
specified by contract and indentures as high priority and non-discretionary
expenditures.

The Committee suggested that the Agency should consider these forms of
payment certainty in setting operating reserve requirements for Member-invoiced
services.

At its July 22, 2020 meeting, the Commission reviewed arevised draft report
incorporating the above suggestions and provided the following feedback:

As Member credits and reserves are strong, the policy should identify minimum
funding levels for each tranche in addition to suggested targets and rely on those
strengths to cover any shortfalls between targets and minimums provided overall
reserve levels are satisfactory.

Cash callsto raise reserve levels are to be avoided if at all possible.
Disbursements of reserves greater than target levels should only be made as
directed by future Commissions.
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Appendix “B”

Financial Advisor Report
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#
MONTAGUE jJ, DEROSE

Memorandum

To: Martin Hopper

From: Montague DeRose and Associates, LLC

Date: June 12, 2020

Subject:  Reserve Policy Research and Recommendations

BACKGROUND AND PURPOSE

The Government Finance Officers Association (the “GFOA”), the three main rating agencies, and other
governmental/industry organizations consider institutionalized financial and debt management
policies as a best practice that supports fiscal discipline and a means by which an organization can
protect its financial integrity. There are many fiscal policies that can be implemented by utilities to help
ensure a strong financial position, however, strategic cash reserves are arguably one of the most
important. Cash reserve (or liquidity) policies help utilities mitigate various types of current and future
risks while maintaining financial and operational stability.

M-S-R Public Power Agency’s (“M-S-R” or the “Agency”) existing policies regarding cash reserves are
described in the Policies and Procedures Manual adopted by the Agency’s Commission on September
19, 2018, and are as follows:

“To allow the Agency to invoice the Members monthly for actual generation and
variable costs incurred in the prior month and not utilize estimated invoices
billed in advance of expenditures, the Agency maintains a nominal 60-day
working capital reserve in its Operating Fund.! The Agency also has created a
Member Cash Call Reserve Account (MCCRA) whereby funds may be
accumulated at the direction of the Commission for unexpected operation and
maintenance expenses, repair costs, capital improvements, replacements, or
betterments related to M-S-R Projects, and to reduce debt or make debt service
payments.2 The Agency’s fixed costs, including Debt Service payments are
invoiced monthly at one-twelfth of the total amounts adopted in the Annual
Budget and trued-up after the close of the fiscal year. Working capital
requirements are reviewed on an annual basis as part of the preparation of the
Annual Budget. Member payments are made by wire transfer or electronic
equivalent pursuant to a policy previously implemented for M-S-R PPA on the
basis of administrative efficiency.? In 2016, the Commission adopted a policy
designating various uses and transfers of reserves and working capital related to
the payment of existing and potential San Juan Project Legacy Liabilities.4”

! Resolution No. 2013-07, Adopted October 16, 2013, Regarding Working Capital Policy.
2 Resolution No. 99-01, Adopted November 17, 1999 Establishing a Member Cash Call Reserve Account Policy and a
Member Cash Call Reserve Account.

¥ M-S-R PPA Director’s administrative directive dated June 8, 2007.
4 Resolution No. 2016-04, Adopted November 16, 2016, Regarding Use and Transfers of Reserves and Working Capital.
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M-5S-R also maintains a Debt Service Coverage Revolving Fund as established pursuant to Resolutions
2016-01 and 2016-02 with a Funding Requirement of $3,300,000 and is specified to be a sub-account of
the Operating Fund.

M-S-R has engaged Montague DeRose and Associates, LLC (“MDA”) to assist in the Agency’s review
and potential revision of its existing reserve policies. As part of this effort, MDA has researched
industry best practices and has surveyed peers to evaluate how the Agency’s policies compare and to
provide guidance for any recommended revisions. This memorandum summarizes the preliminary
research MDA has conducted to help M-S5-R determine prudent and appropriate levels of cash reserves
for the Agency’s risk profile.

The remaining sections of this memo include the following:

* Reconciliation of current Agency funds to existing policies

* Discussion of best practices and peer examples

* Suggested policy revisions for Agency consideration

* Reconciliation of current Agency funds to proposed new policies

EXISTING POLICY AND AMOUNTS
Cash reserves are typically classified into three categories:

* Restricted Reserves: Established and utilized for narrowly defined purposes as specified by
legal restrictions, bond covenants, and other regulations or ordinances.

* Unrestricted- Designated Reserves: Unrestricted reserves that meet specific purposes
established by the Commission.

e Unrestricted-Undesignated Reserves: Remaining unrestricted reserves that may be used for any
lawful propose and have not been designated for specific capital/ operational / other purposes.

It is MDA’s understanding that M-S-R has a reserve associated with the 2018 Series R Bonds which is
restricted to pay debt service on the bonds until they mature in 2022. Aside from the 2018 Series R Bond
Fund, MDA believes the below is an accurate depiction of the Agency’s other reserves currently on-
hand (subject to confirmation by the Agency):

[see next page]
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Restricted Reserves Current Approx. Balance [\ [o] {=1

SJ Reclamation Trust $17,700,000
SJ Decommissioning Trust $2,200,000
Unrestricted-Designated Reserves Current Approx. Balance Notes

Becomes undesignated fund upon
$3,300,000 | Series 2018 R Bonds maturing in
2022.

Debt Service Coverage Revolving
Fund

Becomes undesignated fund upon
$6,000,000 | Series 2018 R Bonds maturing in
2022.

SJ 60-Day Working
Capital/Resolution 2016-04 Fund

Sub-total Unrestricted-Designated 59,300,000

Unrestricted-Undesignated Reserves  Current Approx. Balance

Member Cash Call Reserve Account $200,000

Debt Service Coverage Fund and
60-Day Working Capital Fund are
Net General Fund $31,000,000 | sub-funds of the General Fund and
have been netted out of the
General Fund for these purposes.

Sub-total Unrestricted-Undesignated 531,200,000

Estimated Budgeted Expenses $80,000,000

Days cash on hand represents
Unrestricted-Undesignated 140 days unrestricted and available cash on-
Approx. Days Cash on Hand hand, divided by annual expenses,
multiplied by 365 days per year.

INDUSTRY AND PEER REVIEW

Cash reserve levels should be developed in the context of the operating environment and risks faced by
each individual utility. Given operating environments and risks (and risk tolerance) vary from utility to
utility, there is no “one size fits all” format or optimal amount recommended for cash reserve policies.
It is MDA’s understanding that M-S-R would like to structure its reserve policies to offset risks
associated with three main aspects of the Agency: 1. overall operational risks, 2. risks associated with
purchased power costs, and 3. legacy liabilities associated with the Agency’s former interests in the
coal-fired San Juan Generating Station (“San Juan”).

Maintaining adequate operating reserves enhances an organization’s ability to manage potential risks,
fluctuations in cashflow and its ability to meet working capital needs. A purchased power reserve can
be utilized to mitigate power cost uncertainties. And, while M-S-R has already established restricted
trust funds that are sufficiently capitalized at present to meet current funding requirements for its San
Juan legacy liabilities, M-S-R’s funding requirements for these liabilities have not been finalized and are
currently under study. Establishing an additional legacy liability reserve to accumulate funds to help
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mitigate the uncertainty associated with San Juan decommissioning/mine reclamation costs would be
prudent.

As part of MDA'’s research on best practices to help inform M-5-R’s policies, we reached out to analysts
at the three main rating agencies to get their views on cash reserves and the best ways to structure
policies. The rating analysts reiterated that there is no magic number or standard that they evaluate
issuers against as it relates to reserves. As noted previously, this is due to the fact that each issuer is
different in terms of their risk profile and risk tolerance. As such, when looking at an issuer’s reserves,
the rating agencies are more concerned with understanding how issuers evaluated their risks and the
exercises they went through to determine the appropriate level of reserves for their individual entity.
They are interested in what kind of analysis has been done and want to understand the business intent
behind reserves, and how the established reserves carve out the identified risks or account for
contingencies.

While the rating agencies are primarily interested in the robustness of the analysis behind reserve
policies and do not specify a specific amount or standard that issuers should follow, the GFOA and
other industry groups recommend that utilities establish operating/working capital reserves with a
baseline of 90 days operating expenses. Though the rating agencies do not recommend specific
amounts for individual reserves, S&P, Moody’s and Fitch do note 90 days as the minimum to be rated
in the “A” category under the liquidity credit metric in their respective rating methodologies.
However, while 90 days is the minimum for the rating agencies, current median reports for the three
agencies reflect the following:

e S&P A+ Rated Retail Electric and Gas Utilities Median: 220 days cash on hand
* Moody’s A-Rated Joint Action Agencies Median: 157 days cash on hand
e Fitch A+ Rated Public Power Median: 157 days cash on hand

Based on the medians reported above, it is apparent that many large electric utilities and similarly
rated peers of the Agency maintain significantly larger reserves above the standard 90 day minimum to
account for additional factors and risks bespoke to their operating profiles. Examples specifically
related to operating reserves and purchased power costs are outlined below.

General Operating Reserve Policies Examples

Modesto Irrigation District

Minimum of 120 days

Redding

Minimum of 75 days, target of 150 days

Sacramento Municipal Utility District

Minimum of 150 days

SFPUC Power

Minimum of 90 days or 25% O&M

SMUD

Minimum of 150 days

LADWP Power

Minimum 170 days

Los Alamos Public Utilities (New Mexico)

Minimum of 90 days, target of 180 days

Riverside Public Utilities- Electric

Minimum of 60 days, max. of 90 days

Alameda Municipal Power

Minimum of 145 days
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Austin Energy Minimum of 60 days

Anaheim Public Utilities- Electric Minimum of 90 days

Purchased Power/Rate Stabilization Reserve Policies Examples

Santa Clara (SVP) Rate Stabilization Fund with minimum target

balance of $120 million

JEA

Fuel stabilization fund sized at 15% of the
greater of (i) maximum FY fuel cost in the
preceding five fiscal years or (ii) the projected
fiscal year fuel cost.

Riverside Public Utilities- Electric

Minimum 10% of operating revenues, max. of
20% operating revenues

Austin Energy

Power Supply Stabilization Reserve sized to
minimum of 90 days net power supply costs

SMUD

Hydro Rate Stabilization Fund sized to 6% of
budgeted retail revenue

Anaheim Public Utilities- Electric

Rate Stabilization Account minimum of $50
million

With regards to legacy liabilities, it appears that most issuers with comparable types of legacy liabilities
structure their restricted trust funds to be roughly equal to the current estimates of their remaining
liabilities, similarly to M-S-R. Based on MDA's research, we’ve found it to be somewhat uncommon to
establish specific additional reserves to mitigate the uncertainty of future costs associated with
environmental /regulatory liabilities. Examples of funds of this nature that MDA was able to find are
included below:

Riverside Public Utilities: RPU established an “Additional Decommissioning Liability
Reserve” to accumulate funds for the uncertainty of costs associated with certain nuclear
decommissioning activities. These funds are in addition to RPU’s funded trust held by the
trustee (restricted reserve). The amount of decommissioning funds held in the restricted reserve
are equal to RPU’s proportionate share of the independent Decommissioning Cost Estimate
(“DCE”). If the DCE is increased, RPU will need to fund additional monies for
decommissioning. Annual funding currently is $1.6M which equaled the amount contributed
annually to meet RPU’s proportionate share of the restricted decommissioning trust. This
amount can be evaluated and adjusted as needed.

JEA: JEA established an “Environmental Liability Reserve” for JEA’s accrued and future
environmental liabilities. JEA implemented an environmental surcharge that is applied to
customers to build this cash reserve and is sized to equal the balance in JEA’s environmental
liability account.

Omaha Public Power District: OPPD established the Decommissioning and Benefits Reserve
Account to reduce future decommissioning and benefits liabilities. The fund is intended to be
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utilized to assist in funding future decommissioning expenses beyond what was established in
the current decommissioning fund plan and future pension liabilities above the annual required
contribution. There is no specified funding requirement which allows this fund to be used to
provide additional liquidity for operations as necessary. The balance of the reserve was $77
million for FY2019.

PoLICY CONSIDERATIONS

As noted, M-S-R should design its reserve policies to reflect its operating and risk profile, as well as to
represent the Agency’s and Members’ priorities. While the existing policy has been sufficient to
maintain an A+ rating, MDA understands that it is the Agency’s goal to structure its reserve policy to
maintain “after-the-fact” billings to members for operating expenses and purchased power as well as to
prevent a cash-call on members in the future for unfunded legacy liability expenses. Further, MDA
would recommend that the Agency establish a policy that is sufficiently flexible to address
changing circumstances and not be overly prescriptive so that funds on-hand aren’t unnecessarily tied
up but can be utilized as needed with direction and approval by the Commission.

Accordingly, MDA recommends that M-S-R consider establishing an overarching Strategic Reserve that
consists of three sub-reserves that are structured to support 1. the Agency’s day to day operations, 2.
purchased power fluctuations, and 3. legacy liabilities uncertainties. The Strategic Reserve could target
a level of unrestricted reserves between 160 days to 200 days cash to be consistent with the medians for
the A-rating category. The sub-reserves could then be “designated” or “earmarked” for General
Working Capital, Purchased Power and Legacy Liabilities. However, to ensure the policy remains
flexible, it could be written such that as long as the overall Strategic Reserve is at a minimum of 160
days, the amounts in each sub-reserve can be used as directed by the Commission, even if an expense
doesn’t necessarily fall under a specific sub-reserve’s initial “designation.” That is to say, if the amount
in the Purchased Power sub-reserve is insufficient for an unexpected power cost, the Agency would be
able to draw on funds in the General Working Capital sub-reserve, if needed.

POLICY REALLOCATION

Given a minimum Strategic Reserve target of 160 days cash, MDA would recommend that the General
Working Capital sub-reserve be sized to a minimum of 90 days cash to be in line with industry/rating
agency standards. The Purchased Power sub-reserve could be sized at a minimum of 30 days or 1-
month of O&M expenses. This would require the Legacy Liabilities sub-reserve to be sized to be at least
40 days to fill the additional amount of cash required to bring the total Strategic Reserve to its
minimum of 160 days. If the Strategic Reserve is potentially sized at the maximum of 200 days, the sub-
reserves could be broken into 100 days for Working Capital, 45 days for Purchased Power and 55 days
for Legacy Liabilities. Outlined below is a sample approximate allocation:

Reserves Allocation Min./Max. Requirement Min. Allocation Max. Allocation
Strategic Reserve 160 days/200 days $35,070,000 $43,840,000
Working Capital Sub-Reserve 90 days/100 days $19,730,000 $21,920,000
Purchased Power Sub-Reserve 30 days/45 days $6,580,000 $9,860,000
Legacy Liabilities Sub-Reserve 40 days/55 days $8,770,000 $12,050,000

*Sample allocation assuming Budgeted Expenses of S80 million (rounded to nearest $10,000)

As stated previously, it is MDA’s understanding that the Agency currently has approximately
$31,200,000 on-hand in unrestricted-undesignated funds, made up of the Net General Fund and the
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Member Cash Call Reserve Account (see table on page 3). Accordingly, the Agency does not currently
have sufficient funds to meet the minimum Strategic Reserve requirement of 160 days O&M or
approximately $35 million. However, it should be noted that upon the amortization of the Series 2018 R
Bonds in 2022, $3.3 million in the Debt Service Coverage Rolling Fund and $6 million in the 60-
day/Resolution 2016-04 Fund will become undesignated and available to help meet the potential new
policy minimum of 160 days.

Given the uncertainties associated with the San Juan legacy liabilities, M-S-R may be inclined to fund
the Strategic Reserve at a higher level than the 160-day minimum. However, MDA believes further
discussions with M-S-R staff will be required to gain a better understanding of the options available to
the Agency in terms of investment opportunities and funding studies in order to evaluate the most
effective way for the Agency to build its cash reserves.

MDA looks forward to the Agency’s review of this preliminary research. If you have any questions,
please contact Frank Perdue or Jo Miller at 925-256-9797.
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ResoLuTION No. 2020-01

RESOLUTION OF THE COMMISSION OF THE
M-S-R PuBLICc POWER AGENCY
WORKING CAPITAL PoLicYy

WHEREAS, It isthe goal of the Agency to maintain sufficient operating cash and
reserves to meet its liquidity requirements, fund current and contingent liabilities as they
become due and to meet all requirements of bond indentures and State Law regarding
debt issuances and investments while minimizing risk and cash calls upon Members; and

WHEREAS, By covenant and contract, Member payments of M-S-R PPA expenses are
highly prioritized; and

WHEREAS, All M-S-R PPA Member’s maintain investment grade ratings by one or
more nationally recognized Bond Rating Agencies and any future impairment of Member
credits and reserves would be addressed in regular annual reviews of the Working Capital
Policy; and

WHEREAS, The Agency has reviewed working capital policy best practices and Bond
Rating Agency criteria; and

WHEREAS, It is reasonable to rely on the strength of Member credits and cash-flows
and set M-S-R PPA’sworking capital requirements at the lower-end of ranges suggested
by best practices and Bond Rating Agency criteria; and

WHEREAS, The Agency will establish a Strategic Reserve composed of five tranches,
Operating Reserves pertaining to Administrative and General Budgets, Purchase Power,
and San Juan Fixed Expenses; and Legacy Liabilities Reserves pertaining to Mine
Reclamation, and to San Juan Decommissioning, to be held within and considered a part
of the Agency’s General Fund.

WHEREAS, The Agency will establish Target and Minimum amounts for each Strategic
Reserve tranche based on their individually expected risks and exposures; and

WHEREAS, Although the five individual Strategic Reserve tranche requirements will be
computed separately to establish atotal Strategic Reserve requirement, such tranches will
be managed as a collective sum and not as individual reservations; and

WHEREAS, For purposes of assessing Strategic Reserve compliance, all moneys held
within the General Fund will be considered available to meet reserve obligations; and

WHEREAS, The Strategic Reserve will subsume or supersede the Agency’s previously
established Working Capital Policies, the Member Cash Call Reserve Account, Legacy
Liability reservations established pursuant to Resolution 2016-04, and will include the
Reserve and Contingency Fund element of the General Fund established pursuant to
Section 4.03 (f) of the Indenture of Trust dated June 1, 1994.
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Now, THEREFORE, BE IT RESOLVED BY THE CoMMISSION of the M-S-R PuBLIC POWER
AGENCY that:

A. TheWorking Capital Policy established pursuant to Resolution 2013-07 is hereby
terminated.

B. The M-S-R Public Power Agency hereby establishes a Strategic Reserve
comprised of the following tranches:

1. Operating Reserves — Administrative and Operations Budgets

» Thiscategory includes Agency Administration & General,
Generation Administration & General, Renewable Administrative,
Coordinating Services, and Regulatory & Compliance Budget
categories.

2. Operating Reserves — Purchase Power

= Thiscategory includes the Big Horn | and Big Horn 11 Wind
Energy Projects Budget categories.

3. Operating Reserves — San Juan Fixed

= Thiscategory includes Agency Debt Administrative, Generation
Plant Costs (excluding those associated with Legacy Liability
administration), Interest Expense — Generation, and Principal
Payments — Generation Budget categories.

4. Legacy Liabilities— Mine Reclamation Contingency and Administration

= The category includes future Reclamation Trust deposit
requirements and related on-going expenses including reclamation
administrative costs related to the duties of the Reclamation Agent
(PNM) are funded from reserves and not invoiced to the Members.

5. Legacy Liabilities— San Juan Decommissioning and Continuing Coverage
I nsurance Expense.

= Thiscategory includes all future decommissioning costs related to
the retire-in-place decommissioning case with final demolition 25-
years after San Juan Project shutdown plus the nominal sum of
remaining annual Continuing Coverage insurance costs through
completion of demoalition funded from reserves and not invoiced to
the Members.

I
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C. The M-S-R Public Power Agency establishes the following targets and minimums
for each of the Strategic Reserve tranches as follows:

1. Operating Reserves — Administrative and Operations Budgets:

= Target: The working capital target is 90-days computed on
the sum of annual Budget line items.

= Minimum: Same as target.
2. Operating Reserves — Purchase Power

= Target: The working capital target is 60-days based on
highest projected monthly average energy production plus two
standard deviations.

=  Minimum:  Theworking capital minimum is 30-days based on
highest projected monthly average energy production plus two
standard deviations.

3. Operating Reserves — San Juan Fixed

= Target: The working capital target is 60-days with Debt
Service Coverage Revolving Fund payments excluded from the
calculation.

= Minimum:  Theworking capital minimum is 60-days as
computed for Target.

4. Legacy Liabilities— Mine Reclamation Contingency and Administration

= Target: The working capital target is 45% of the current
year’ s Reclamation Trust year-end trust balance requirement plus
the nominal sum of remaining annual administrative costs.

= Minimum:  Theworking capital minimum is 45% of the current
year’ s Reclamation Trust year-end trust balance requirement plus
the present value of the sum of remaining annual administrative
costs.

5. Legacy Liabilities— San Juan Decommissioning and Continuing Coverage
I nsurance Expense.

= Target: The working capital target is 130% of the nominal
sum of the remaining decommissioning cost estimates plus the
nomina sum of remaining annual insurance costs less any amounts
on deposit in the Decommissioning Trust.
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= Minimum: Same as Target except computed on a Net Present
Value Basis.

. The Agency shall maintain moneysin the General Fund at alevel no less than the

sum of the Strategic Reserve Minimums for all five Strategic Reserve tranches as
projected for the final day of the current Fiscal Y ear. For the purposes of this
assessment, all moneys held within the General Fund shall be considered
available to meet reserve obligations. If moneysin the General Fund are not
projected to meet this minimum criteria prior to the conclusion of the subsequent
fiscal year, the Commission shall take the following steps:

1. Review each Strategic Reserve tranche criteria and propose adjustments
that do not unreasonably increase risk to the Agency’s ability to meet its
obligations on atimely basis.

2. Waive compliance with the Working Capital Policy for a specified period
of time.

3. Call cash from the Members only if required to avoid default of any other
obligation incurred by the Agency.

. 1f moneysin the General Fund are projected to exceed the sum of the Strategic

Reserve Targets for al five Strategic Reserve tranches as projected for the final
day of the current Fiscal Year and for the final day of the subsequent Fiscal Y ear,
the Commission may direct disbursements to the Members or direct any other
lawful use of such excess funds.

. The Member Cash Call Reserve Account is hereby terminated and absorbed into

the General Fund. Any future deposits designated to be placed in the Member
Cash Call Reserve Account shall be placed in the General Fund at time of receipt.

. The Reserve and Contingency Fund defined in Section 4.03 (f) of the Indenture of

Trust dated June 1, 1994 shall be terminated and absorbed into the Genera Fund
effective the date the Subordinate Lien Bond Indenture terminates.

. Any remaining Legacy Liability designations made within Resolution 2016-04,

whether transferred to the Member Cash Call Reserve Account or not, are hereby
terminated and absorbed into the General Fund.

This Working Capital Policy shall be reviewed annually in conjunction with the
preparation and adoption of the Agency’s Annual Budget.
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PasseD AND ADOPTED this 30" day of September, 2020, upon the following vote of the
Members:

Modesto Irrigation District
City of SantaClara
City of Redding

ATTEST:

PRESIDENT SECRETARY
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M-S-R PUBLIC POWER AGENCY
Staff Report

Date: September 8, 2020

From: Martin R. Hopper, General Manager

To: M-S-R PPA Commission

Subject: Annual Review of M-S-R PPA Policy and Procedures Manual —

Resolution 2020-02

At its September 24, 2014 meeting, the M-S-R PPA Commission through the adoption of
Resolution 2014-02 approved the Authority’s first comprehensive Policies and
Procedures Manual. Initially the Manual provided that the General Manager was to
annually review the manual and recommend updates or amendments for consideration by
the Commission at its September meeting. Subsequently the Commission directed the
updates be performed biennidly.

The proposed 2020 update includes general status updates, miscellaneous clarifications,
and the addition of new policies pertaining to:

General Manager Succession Plan
Wildfire Mitigation Plans

Working Capital Policy
Counterparty Credit Reporting/Alerts
Enterprise System Catalog (SB 272)

Exhibits to the Policy have also been re-ordered to match their appearance in the manual.
The proposed updates were reviewed by the Technical Committee at its September 3,
2020 meeting.

The proposed 2020 updates to the Policies and Procedures Manual are attached in clear
and in redline format to show the changes from the 2018 revision of the Policies and
Procedures Manual.

| recommend the Commission adopt the proposed M-S-R Public Power Agency
Resolution 2020-02 Regarding 2020 Annual Update of Policies and Procedures Manual.




ResoLuTION No. 2020-02

RESOLUTION OF THE COMMISSION OF THE
M-S-R PusLic POWER AGENCY
REGARDING 2020 BIENNIAL UPDATE TO
POLICIES AND PROCEDURES MANUAL

WHEREAS, To provide for the efficient administration of the Agency and to clearly delineate the
basic authorities and relationships between and among the Agency, its Officers, Staff, and Members
it is appropriate to set forth those authorities and relationships in a single document; and

WHEREAS, The latest revision of the Policies and Procedures Manual for the M-S-R Public Power
Agency as adopted pursuant to Resolution 2018-03 documents such authorities and relationships;
and

WHEREAS, in even-numbered years in conjunction with preparation of the Agency’s Annual
Strategic Plan, the M S-R Public Power Agency Policies and Procedures Manual is to be reviewed
by the General Manager and Technical Committee and any proposed amendments are to be
presented to the Commission for consideration; and

Whereas, such areview has been preformed and an updated Policies and Procedures Manual has
been prepared.

Now, THEREFORE, BE IT RESOLVED BY THE CoMMISSION of the M-S-R PuBLIC POWER AGENCY
that:

1. The attached updated M-S-R Public Power Agency Policies and Procedures Manual is
hereby adopted and supersedes the M-S-R Public Power Agency Policies and Procedures
Manual previously adopted September 19, 2018.

PasseD AND ADOPTED this 30" day of September, 2018 upon the following vote of the Members:

Modesto Irrigation District
City of SantaClara
City of Redding

ATTEST:

PRESIDENT SECRETARY
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I.INTRODUCTION

The M-S-R Public Power Agency (M-S-R PPA or Agency) isajoint powers agency created in 1980
pursuant to Chapter 5 of Division 7 of Title 1 of the Government Code of the State of California and
is governed by a Commission consisting of one representative from each M-S-R PPA Member.
Members of M-S-R PPA include the Modesto Irrigation District and the Cities of Redding and Santa
Clara, California. The Governing Bodies of the Members appoint M-S-R PPA Commissioners and

any Alternates.*

A. PURPOSE

M-S-R PPA is empowered to acquire, construct, manage, operate, maintain, and finance projects,

including but not limited to the purchase, generation, transmission or distribution of energy.

M-S-R PPA’s purpose is to maximize the value of its existing assets for the benefit of the Members
and to respond to Member needs where joint action, rather than individual action, is deemed to bein
the Members' best interests. M-S-R PPA is also intended to provide more responsive servicesto its

Members than may be possible from larger or state-wide agencies or associations.

Theinitial project of M-S-R PPA was to develop a geothermal resource. In 1982, the Joint Exercise
of Powers Agreement (JPA) was amended and restated to allow for the development of the San Juan
Project (as further described in 8§ IV (A) (a) of this manual) which was an undivided interest in an
operating coal unit in New Mexico and supporting utility services from the Tucson Electric Power
Company (TEP). In 1990, Amendment Number 1 to the JPA was approved to allow for the
development of transmission assets for delivery of capacity and energy from the San Juan Project to
California (Southwest Transmission Project or SWTP) beginning in 1995. In 2006, Amendment
Number 2 to the JPA extended the term of the JPA indefinitely, and prohibited termination until all
Agency obligations are satisfied. In 2016, the ownership interests in the SWTP were sold to the
Southern California Public Power Authority (SCPPA) and the energy generating assets of the San

! Joint Exercise Of Powers Agreement of the M-S-R Public Power Agency By And Among the

Modesto Irrigation District and the City Of Santa Clara and the City Of Redding, dated as of April 29,
1980, Amended and Restated as of November 17, 1982, as amended by Amendment Number 1 to the
Amended and Restated Joint Powers Agreement, dated June 26, 1990, and by Amendment 2 to the
Amended and Restated Joint Exercise of Powers Agreement, dated January 24, 2006.
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Juan Project were sold to the Public Service Company of New Mexico (PNM) in 2017. M-SR
PPA’s remaining obligations related to the San Juan Project include shares of plant decommissioning
cost, mine reclamation cost, and potential environmental liabilities (referred to as “Legacy Liabilities’
and as further described in 8 IV (A) (@) of this manual.

B. RESPONSIBILITY

The Agency isa Californiajoint powers agency created pursuant to the California Government Code
and is subject to Californialaws generally applicable to public agencies, including, but not limited to,
the Ralph M. Brown Act, Public Records Act, Political Reform Act and other conflict of interest
laws. The Agency and its officials must abide by the Conflict of Interest Code adopted by the
California Fair Political Practices Commission for the Agency. M-S-R PPA is governed by its
Commission. The M-S-R PPA Commission meetings are chaired by its President, a Commissioner
who is subject to annual election by the Commission®. Meetings of the M-S-R PPA Commission are
normally held on the third Wednesday following the first Monday of the month, pursuant to a
schedul e adopted by the Commission prior to the close of the prior year®. Minutes of Commission
meetings are taken by the Secretary, who is appointed by the Commission. The Commission may or

may nhot choose to elect a Vice-President.

C. MANAGEMENT

M-S-R PPA’s General Manager directs Agency activities and reports directly to the M-S-R PPA
Commission. The General Manager oversees the contracts and performance of consultants and
advisors, and coordinates the activities of M-S-R PPA’s standing and any Ad Hoc Committees. The
current M-S-R PPA standing committees are the Technical Committee, the Financial Management

Committee, and the Risk Management Committee.

The office of the General Manager was originally created in 1980 to carry out delegated authorities
assigned by the Commission and was first filled by Modesto Irrigation District (M odesto) staff
members (Charles S. Viss (1980 — 1987) and Kenneth H. McKinney (1987 — 1996). In 1996 Dennis

2
3

Resolution No. 2013 — 01 adopted March 20, 2013 Regarding Election and Duties of Officers.
Resolution No. 2013 — 05 adopted October 16, 2013 Regarding M eeting Schedules And
Procedures For Posting Of Agendas For The M-S-R PPA Commission.
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W. DeCuir was engaged as Interim General Manager and was directed to prepare a Strategic Plan for
the Agency and to recruit an independent General Manager. Subsequent General Managers have
been retained by the Commission pursuant to Professional Services Agreements specifying their
duties and as codified in Resolution 2013 — 01 referenced above. The independent General Managers
include William C. Walbridge (1997 — 2003), George F. Fraser (2004 — 2006) and Martin R. Hopper
(2007 — 2008 as M-S-R Director, a position created by the Commission which temporarily had all the
rights, obligations, and authorities of a General Manager and 2008 — Present as General Manager.)

Pursuant to the JPA, the Treasurer and Controller of Modesto are designated to the same positions for
the Agency. The Modesto Board of Directors determines the charges made for such services, with

concurrence of the Agency, as provided under CaliforniaLaw.
Legal services for the Agency are furnished by independent providers including General Counsel,
Bond Counsel, FERC Counsel, California Regulatory Counsel, BPA Counsel and local counsel as

required. Incumbent providers include;

. General Counsel: In August 1997, M-S-R PPA entered into an agreement with

Porter Simon, Professional Corporation to provide independent General Counsel services
to the Agency.” This agreement may be terminated at-will by the Agency.

. Bond Counsel: In May 1997, M-S-R PPA entered into its current agreement
with Orrick, Herrington & Sutcliffe, LLP for Bond Counsel services.’ This agreement
may be terminated at-will by the Agency.

. FERC Counsdl: In January 1986, M-S-R PPA entered into alegal services agreement
with Duncan, Weinberg & Miller, PC, now known as Duncan, Weinberg, Genzer &
Pembroke, PC, for FERC Counsel services.® This agreement may be terminated at-will
by the Agency.

. California Regulatory Counsel: In April 2013, M-S-R PPA entered into aLegal Services

Agreement with Law Offices of Susie Berlin, as successor to McCarthy and Berlin LLP,

4 Agreement for Legal Representation between Porter Simon Professional Corporation and M-S-R

Public Power Agency dated as of August 1, 1997.

° Engagement Letter For Bond Counsel Services Outside a Specific Financing Program Between
the M-S-R Public Power Agency And Orrick, Herrington & Sutcliffe LLP dated as of May 27, 1997.

6 Legal Services Agreement Between the M-S-R Public Power Agency and Duncan, Weinberg &
Miller, PC dated as of January 17, 1986.
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for Californiaregulatory counsel services.” This agreement may be terminated at-will by
the Agency.

. BPA Counsel: BPA Counsel services are provided by Duncan, Weinberg, Genzer &
Pembroke, PC, who also act as FERC Counsel pursuant to their existing Legal Services
Agreement as referenced above.

. New Mexico Counsel: In April 2019, M-S-R PPA entered into an Engagement L etter

with Virtue & Najjar, PC, for New Mexico counsel servi ces® This agreement may be

terminated at-will by the Agency.
Professional consulting, advisory and auditing services are furnished by independent providers
including Financial Advisor, General Consultants, California Legidative Advocacy, and Financial

Auditor as required. Incumbent providers include:

. Financial Advisor: In December 2009, M-S-R PPA entered into an agreement with

M ontague DeRose and Associates, LL C (Montague DeRose) for Financial Advisor
Services. Asamended and extended, the term of this agreement is through December
31, 2018 with three optional annual renewals available through December 31, 2021°. In
July 2016 this agreement was further amended to add certain disclosures and
acknowledgements as provided by law.

. General Consultant: In September 2010, M-S-R PPA entered into an agreement with
KBT, LLC (KBT) for the purpose of securing General Consulting services®. M-SR

PPA has KBT available to perform specific tasks as assigned by the General Manager
regarding generation, transmission, renewable energy, and administrative services. The
term of this agreement is open-ended but can be terminated upon 30 days hotice.

. General Consultant: In July 1999, M-S-R PPA entered into an agreement with

Resource Management International, Inc, (nka Navigant, A Guidehouse Company) as

! Legal Services Agreement By and Between Law Offices of Susie Berlin and the M-S-R Public

Power Agency dated April 1, 2013.

Engagement L etter Between Virtue & Najjar, PC and the M-S-R Public Power Agency dated
April 24, 2019.
° Agreement For Professional Financial Advisor Services by and between M-S-R Public Power
Agency, and Montague DeRose And Associates, LLC, effective January 1, 2010, as amended through
Amendment No. 2.
10 Agreement for Professional Services by and between KBT, LLC and M-S-R Public Power
Agency dated September 15, 2010.
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amended™, for the purpose of securing General Consulting services. M-S-R PPA has
Navigant available to perform specific tasks as assigned by the General Manager
regarding generation, transmission, renewable energy, and administrative services. The
term of this agreement is open-ended but can be terminated upon 30 days hotice.
California L egislative Advocacy: In January 2013, M-S-R entered into a

Professional Services Agreement with Politico Group for Californialegislative advocacy
services as directed by the General Manager regarding generation, transmission, and
renewable energy issues'. This agreement may be terminated upon 30 days nhotice.
Services under this agreement were suspended May 31, 2020 due to the COVID-19
pandemic and may be restarted in the future dependent on the Agency’s needs.

Financial Auditor: Effective November 18, 2015, M-S-R PPA entered into an
agreement with Baker Tilly Virchow Krause KBT, LLP (BT-VK) for the purpose of

securing Financial Audit services™. M-S-R PPA has BT-VK availableto prepare
financial statements and to perform annual audits under the review of the Commission.
This agreement provides for afixed price for audit services through the completion of the
audit for the Agency’sfiscal year ending December 31, 2019 and for two optional

extensions through fiscal years ending December 31, 2021.

11

Agreement for Professional Services by and between Resource Management International, Inc,

(nka Navigant, A Guidehouse Company) dated July 22, 1999, as amended February 7, 2012.

12

Agreement For Professional Services By And Between M-S-R Public Power Agency and Politico

Group effective as of January 1, 2013.

13
25, 2015.

Engagement of Baker Tilly Virchow Krause LLP as independent accountants dated September
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M-S-R PPA ORGANIZATION CHART (As OF SEPTEMBER 30, 2020):

M-S-R Public Power Agency Organization Chart
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1. ORGANIZATION AND AUTHORITIES

The JPA organizes the Agency as described in the previous section to provide for governance,
management, and conduct of M-S-R PPA’s activities. All financial decisions are made by the
Commission, except for those specifically delegated to the General Manager. Policy direction is
provided by the M-S-R PPA Commission. Policy is further provided in the Annual Strategic Plan,
which is updated by the Technical Committee and adopted by the Commission on an annual basis.

A. M-SR PPA PRESIDENT

The M-S-R PPA President, as specified in Resolution 2013 — 01, Election and Duties of Officers,
shall preside at all meetings of the Commission when he or sheis present, cause an agendato be
prepared and distributed by the General Manager in advance of the meeting, which shall list each item
of business or correspondence to come before the meeting insofar as is known, may act as an official
spokesman of the Agency at the direction of the Commission, make all appointments except as
otherwise provided, execute contracts on behalf of the Agency when authorized by the Commission

and perform such other duties as are assigned to him or her from time to time by the Commission.

B. M-SR PPA VICE PRESIDENT

The Vice-President performs the duties of the President in the absence or disability of the President.

C. GENERAL MANAGER

The Commission has assigned the General Manager certain dutiesto carry out on behalf of the
Agency as enumerated in Resolution 2013 - 01 and specified in the Management Services
Agreement.”* The General Manager chairs certain standing committees. The General Manager
maintains the authority to act within Commission direction and policy contained within the Annual

Strategic Plan. The General Manager has also been designated as a Special Agent of the Agency.

14 Amended and Restated M anagement Services Agreement by and between M-S-R Public Power

Agency and Martin R. Hopper dba Martin Hopper Energy Consulting effective as of, January 1, 2010, as
amended.
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The General Manager Succession Plan® addresses continuity and secession options for all General

Manager activities under three distinct circumstances:

1 Temporary or Short-Term Absence of General Manager
2. Unplanned Absence of General Manager
3. Retirement of General Manager.

D. SECRETARY

The Secretary keeps the minutes and files of the Agency, authenticates its acts and keeps a correct roll
of each member of the Commission, and his or her alternate. The Assistant Secretary shall perform
the clerical duties of the office, and shall act as Secretary in the absence or disability of the Secretary.
The Commission appointed the General Counsel as Secretary and the General Manager or hisor her
designee as Assistant Secretary. Their respective duties are also set forth in Resolution 2013-01.

E. M-SR PPA COMMITTEES

There are presently three active standing M-S-R PPA Committees:
. Technical Committee
. Financial Management Committee

. Risk Management Committee

In 2011, the Commission instructed the General Manager to abolish previous committees created by
the General Manager and established the Technical and Financial Management Committees. These
Committees are subject to and will comply with the Ralph M. Brown Act. The Commission adopted
Rules of Procedures for both Committees that are structured similarly.’* " Neither Committee shall
have any officers. The General Manager shall preside over and cause minutes to be prepared of each
meeting. The General Manager will coordinate the efforts of Members providing services to the
Committees and shall oversee the support provided by General Counsel and any contractors also

providing services to the Agency.

15
16

General Manager Succession Plan dated February 19, 2020

Resolution No. 2011-01 adopted January 19, 2011 Rules Of Procedure For The Technical
Committee.

1 Resolution No. 2013-10 adopted October 16, 2013 Amended and Restated Rules Of Procedure
For The Financial Management Committee.
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The duties of the Technical Committee include, but are not limited to: 1) annually recommend a five-
year strategic plan for the Agency; 2) review proposals for the acquisition or divesture of resources;
3) recommend modifications of arrangements supporting the management or operation of resources;
4) review individual Member issues with the Agency brought to the attention of the Technical
Committee for discussion and potential resolution; 5) review and develop strategies for complying
with regulatory issues and other externalities; 6) review the technical aspects of legal action, whether
current, pending, or under consideration; and 7) address other issues that may be specifically assigned

by the Commission.

The duties of the Financial Management Committee include, but are not limited to: 1) review and
consideration of candidates for Financial Advisor; 2) review and consideration of candidates for Bond
Counsel; 3) coordinate with the Financial Advisor and Bond Counsel to the extent necessary; 4)
review of proposals for the financial products that may be solicited or unsolicited that may be
beneficial to the financial management of the Agency; 5) recommend modifications of arrangements
supporting the financial management of assets; 6) implement the Risk Management Policy and
communicate risk management issues to the Commission together with the General Manager, oversee
the Risk Management Committee together with the General Manager, and oversee the activities of the
Coordinator Services Coordinator together with the General Manager; 7) review individual Member
issues with the Agency brought to the attention of the Financial Management Committee for
discussion and potential resolution; 8) review and develop strategies for complying with financial
management issues and other externalities; 9) review the financial aspects of legal action, whether
current, pending, or under consideration; and 10) address other issues that may be specifically
assigned by the Commission. These duties are reiterated in the Agency’s Debt Management Policy
adopted May 17, 2017 asreferenced in Section 111 (H).

The Risk Management Committee was established by the Commission with the adoption of the
Energy Risk Management Policy and Risk Management Committee Guidelines™. This Committeeis
subject to and will comply with the Ralph M. Brown Act. The duties of the Risk Management
Committee include, but are not limited to: 1) establish the processes and frequency for measuring,

monitoring, and reporting the business risks that are within the scope of the Risk Management Policy,

18 Resolution No. 2013-06 Adopted October 16, 2013 Regarding Energy Risk Management Policy

and Risk Management Guidelines.
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2) approve all methodol ogies used in risk measurement, 3) monitor the Coordinator Services
Contractor (whose duties and authorities are described in Section IV (A) of this Policy Manual)
compliance with the Risk Management Guidelines, 4) present reports to the General Manager and
Financial Management Committee detailing risk management activity, 5) perform an annual review
of the Risk Management Committee Guidelines to maintain procedures and limits appropriate with
the business activities of the Agency, 6) establish Risk Management Committee meeting procedures,

7) meet no less frequently than annually, 8) review transaction and risk reports.

F. FISCAL AUTHORIZATION

The M-S-R PPA Commission approval of the annual budget and strategic plan for afiscal year isthe
authorization for the conduct of all activities included in the annual budget. Pursuant to Section 2.2 of
the Joint Exercise of Powers Agreement of the M-S-R Public Power Agency, the Members pay for
the costs associated with the operation of the Agency and are entitled to all rights and property of the
Agency in the following portions; Modesto 50%; Santa Clara 35%; and Redding 15%. Project
Agreements or unanimously adopted resolutions may provide for differing allocations of costs.
Typically, all work for the Agency isroutinein nature. If additional outside assistance is required of
legal counsel or consultants or can be provided by Member staff, particularly if such work is outside
the annual budget limits, the General Manager will consult with the appropriate standing committee
to assess support for a Task Order to complete such work and will seek authorization from the
Commission if the level of effort is deemed by the General Manager to be of significant magnitude to

warrant a budget modification or augmentation.

Work elements are defined in the annual strategic plan that informs the approved budget. M ost
activities are described, known ahead of time, and are repetitive (e.g. preparation for and support of
the meetings of M-S-R PPA Committees and the Commission). Thus, no additional authorization is

required to perform such activities.
The Agency has also covenanted to collect sufficient funds to meet all its obligations and to meet the

debt service coverage requirements in its Bond Indentures and the annual budget must be so set by the

M-S-R PPA Commission. Procedures for the calculation of debt service coverage have been reviewed
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by Bond Counsel and adopted by the Commission.” 1n 2016 the Agency created a Debt Service
Coverage Revolving Fund to assure maintenance of debt service coverage through the remaining life
of San Juan Project Bonds®.

G. CONFLICT OF INTEREST PoLICY

The Political Reform Act (Government Code Section 81000, et seq.) requires state and local
government agencies to adopt and promulgate conflict of interest codes. The M-S-R PPA Conflict of
Interest Code was most recently updated in 2016 and was approved by the California Fair Political

Practices Commission effective July 6, 2016%.

19 Resolution No. 2014-07 adopted September 24, 2014 Regarding Calculation of Debt Service

Coverage.

20 Resolution No. 2016-02 adopted July 20, 2016 regarding Debt Service Coverage Revolving Fund
Operating Procedures.

21 Conflict of Interest Code for M-S-R Public Power Agency effective July 6, 2016.

Commission Review Draft -14 - September 30, 2020



1. TREASURER/CONTROLLER FUNCTIONS, BUDGET DEVELOPMENT, THE
INVOICE APPROVAL PROCESS, REIMBURSEMENT AND INVESTMENT POLICIES.

This section of the manual outlines various actions and activities undertaken by PPA’s
Treasurer/Controller. Also discussed herein are authorities related to the annual budget and strategic
plan development processes, as well as invoice approval controls used by Controller staff and Agency

expense policies.

A. TREASURER AND CONTROLLER

The positions of Treasurer and Controller are designated by the JPA as those persons responsible for
the financial management of the Agency, aswell as all other property the Agency may own or
control. The Treasurer and Controller of the Modesto Irrigation District serve as Treasurer and
Controller for the Agency. The Treasurer and Controller, and Assistant Treasurer(s) and Assistant

Controller(s) remain until a future designation by the Modesto Irrigation District.

The Treasurer and Controller are responsible for the payment of Commission and/or General
Manager-approved expenditures and payments in accordance with the Agency’s Invoice Approval
Procedure described below. The Treasurer and Controller are also authorized to withdraw moneys
from the Agency’s funds and accounts.? The Treasurer and Controller cause the preparation of the
Agency’s accounts and records in accordance with the latest accounting rules promulgated by the
Government Accounting Standards Board (GA SB) for recording financial transactions by
government agencies. In the absence of GASB accounting rules, the Agency is required to follow
Financial Accounting Standards Board (FASB) accounting rules to record accounting transactions.
An Asset Capitalization Policy has been adopted to provide guidance to the Controller in making

determinations as to whether certain expenditures should be charged to utility plant or to expense.”®

Pursuant to Government Code Section 6505(€) and the directives of the General Manager, the

Treasurer causes the preparation of monthly Treasurer’s Reports for presentation to the Commission

22

23

Resolution No. 2012-03 adopted July 18, 2012 Approving Signatories Authorized to Invest
M-S-R Public Power Agency Moniesin the Local Agency Investment Fund and Other Permitted
Investments.

Resolution No. 2014-06 adopted August 20, 2014 Regarding Asset Capitalization Policy.
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at each of its regular meetings®. Pursuant to Government Code Sections 6505(b) and 26909(a)(2) and
Section 17.2 of the M-S-R PPA Joint Power Agreement, the Controller shall cause the annual audits
of the accounts and records of the Agency to be prepared and filed with the Bond Trusteg, the State

Controller and the Stanislaus County Auditor.

B. WORKING CAPITAL AND MEMBER PAYMENTS

The Agency maintains a Strategic Reserve should be composed of five tranches, Operating Reserves
pertaining to Administrative and General Budgets, Purchase Power, and San Juan Fixed Expenses;
and Legacy Liabilities Reserves pertaining to Mine Reclamation, and San Juan Decommissioning.
Minimum reserve levels and target reserve levels are recommended for each tranche.”® The Strategic
Reserve subsumes the former Member Cash Call Reserve Account (MCCRA) but maintains the
Reserve and Contingency (R& C) Fund as required by the Indenture within the San Juan Fixed
Expenses Operating Reserve. The Strategic Reserve also allows the Agency to invoice the Members
monthly for actual generation and variable costsincurred in the prior month and not utilize estimated
invoices billed in advance of expenditures. The Strategic Reserve may also provide funds for
unexpected operation and maintenance expenses, repair costs, capital improvements, replacements, or
betterments related to M-S-R Projects formerly addressed by the MCCRA. Status of the Strategic

Reserve isreviewed on an annual basis as part of the preparation of the Annual Budget.

The Agency’ s fixed costs, including Debt Service payments are invoiced monthly at one-twelfth of
the total amounts adopted in the Annual Budget and trued-up after the close of the fiscal year.
Member’ s invoice payments are made by wire transfer or electronic equivalent pursuant to a policy
previously implemented for M-S-R PPA on the basis of administrative efficiency.”? The Commission
has adopted a policy specifying the procedures for payments made by a third party on behalf of a
Member?” and a policy harmonizing the late payment provisions of the Tucson/San Juan Project

Power Sales Agreement and the Pacific Northwest Project Power Sales Agreement.?

24 Memorandum Dated November 23, 2015 Regarding Filing of Quarterly Treasurer’s Reports and

Annual Audits

25 Resolution No. 2020-01, adopted September 30, 2020, regarding Working Capital Policy.
26 M-S-R PPA Director’s administrative directive dated June 8, 2007.

21 Resolution No. 95-3 adopted April 19, 1995 Establishing A Policy For Payments By Third
Parties On Behalf Of A Member To The Agency.

28 Resolution No. 2018-02, Adopted September 19, 2018, Regarding Late Payment Policy.
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C. M-SR PPA ANNUAL BUDGETS

Thefiscal year for both M-S-R PPA and Modesto budgets are January 1 through December 31.
However, the fiscal year for both the Cities of Santa Clara and Redding budgets are July 1 through
June 30. Asrequested by the Members, two-year rolling budgets for the Agency are prepared
annually. Thefirst-year budget is formally adopted and the second-year budget is advisory only. As
discussed in Section |1, the M-S-R PPA Annual Budget is the authorization for the conduct of all

Agency activities.

D. PROCUREMENT PoLicy

Although the Agency does not typically engage in public works or procure goods on behalf of its
Members, as specified in Resolution 2013-08 it is the policy of the Agency to make competitive
procurements and retain highly qualified professional service providersin the best interests of its

Members.

E. INVOICE APPROVAL PROCESS

As specified in Resolution 2009-02,% all invoices, hills, demands, and claims upon the Agency are
paid by the Treasurer on the recommendation of the General Manager or President or their respective
designees and on the review of the Controller or his respective designees. At each regular meeting of
the Commission of the M-S-R PPA, the Treasurer makes areport of all invoices, bills, demands, and

claims paid since the prior regular meeting of the Commission.

F. REIMBURSEMENT POLICIES

As specified in Resolution 201309, M-S-R PPA adopted a policy by which the Agency reimburses

its Members for actual costsincurred when they provide support services to the Agency at the

29
30

Resolution No. 2013-08, adopted October 16, 2013, regarding Procurement Policy.
Resolution No. 2009-02, adopted May 20, 2009, Regarding The Timely Payment Of Invoices
And Making Certain Delegations Of Agency

sl Resolution No. 2013-09, adopted on October 16, 2013, Regarding Reimbursement of Costs of
Support Services Provided By Member Agencies.
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direction of the General Manager.
G. INVESTMENT POLICIES

M-S-R PPA maintains an Investment Policy pertaining to the funds of the Agency in conformance
with Title 5, Division 2, Part 1, Chapter 4 of the California Government Code, commencing with

Section 53600, which is annually reviewed and adopted by motion of the Commission.*
H. DEBT MANAGEMENT POLICY

On May 17, 2017, the M-S-R PPA Commission established a Debt Management Policy® in
compliance with Government Code Section 8855(i). The purpose of this policy isto:
= Maintain asound financial position.
= Ensureflexibility to respond to changes in future service priorities, revenue levels, and
operating expenses.
» Protect credit-worthiness.
= Ensurethat all debt is structured in order to protect both current and future wholesale
customers and ratepayers of M-S-R PPA’s Members.
= Ensurethat the debt is consistent with M-S-R PPA’s planning goals and objectives, capital
improvement program and/or budget, as applicable.
Due to the issuance of the San Juan Project Revenue Bonds Series 2018R on June 12, 2018, the
Agency isrequired to issue an annual debt transparency report pursuant to Government Code Section

8855(k) commencing on or before January 31, 2019.
. COUNTERPARTY CREDIT REPORTING

The Agency has counterparty risk associated with the Big Horn Wind Energy Projecfts. By directive
of the General Manager dated August 8, 2020, the Authority has adopted jointly with M-S-R EA a

Investment Policy Guidelines of the M-S-R Public Power Agency 2020 (approved by

Commission February 19, 2020.)

Resolution No. 2017-01, adopted May 17, 2017, Regarding Debt Management Policy.
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Counter Party Reporting Policy® whereby the M-S-R EA and M-S-R PPA Treasurer will provide

guarterly credit updates to the Members and will report credit events as they may occur.

34 M-S-R General Manager’s administrative directive dated August 6, 2020 regarding Counterparty

Credit Reporting Policy.
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IV.OTHER M-SR PPA PROJECTS, POLICIES & PROCEDURES

A. M-SR PPA PROJECTSAND RELATED OPERATING PROCEDURES

a. SAN JUAN PROJECT:

The San Juan Project originally included a 28.8% Ownership Interest (approximately 146 MW) in
Unit 4 of the San Juan Generating Station (SJGS) and related services provided by TEP. The
Members' rights and obligations pertaining to the San Juan Project are specified in the Tucson/San
Juan Project Power Sales Agreement.® Pursuant to the San Juan Project Restructuring Agreement™®
M-S-R PPA divested this Ownership Interest effective December 31, 2017 and no longer receives
electric energy or capacity from the San Juan Generating Station. M-S-R PPA’s remaining
obligations related to the San Juan Project are described as “Legacy Liabilities” and in general are
governed by the Restructuring Agreements. Particular obligations related to plant decommissioning
expense are further addressed in the Decommissioning Agreement.*’ Particular obligations related to
mine reclamation expense are further addressed in the Reclamation Agreement®. Particular
obligations related to potential environmental liabilities are addressed in the Restructuring
Agreements. For a history of the operating phase of the San Juan Phase see Section V. (J) Past

® Tucson/San Juan Project Power Sales Agreement dated November 17, 1982, as amended August

30, 1999, between the M-S-R Public Power Agency and the Modesto Irrigation District, the City of Santa
Clara, and the City of Redding.

% San Juan Project Restructuring Agreement Among Public Service Company Of New Mexico,
Tucson Electric Power Company, The City Of Farmington, New Mexico, M-S-R Public Power Agency,
The Incorporated County Of Los Alamos, New Mexico, Southern California Public Power Authority,
City Of Anaheim, Utah Associated Municipal Power Systems, Tri-State Generation and Transmission
Association, Inc. and PNMR Development and Management Corporation dated July 31, 2015.

37 San Juan Decommissioning and Trust Funds Agreement Among Public Service Company of New
Mexico, Tucson Electric Power Company, The City of Farmington, New Mexico, M-S-R Public Power
Agency, The Incorporated County of Los Alamaos, New Mexico, Southern California Public Power
Authority, City of Anaheim, Utah Associated Municipal Power Systems, Tri-State Generation and
Transmission Association, Inc., and PNMR Development and M anagement Corporation, dated July 31,
2015.

% Amended and Restated Mine Reclamation and Trust Funds Agreement Among Public Service
Company of New Mexico, Tucson Electric Power Company, The City of Farmington, New Mexico, M-S-
R Public Power Agency, The Incorporated County of Los Alamos, New Mexico, Southern California
Public Power Authority, City of Anaheim, Utah Associated Municipal Power Systems, Tri-State
Generation and Transmission Association, Inc., and PNMR Development and Management Corporation,
dated July 31, 2015.
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Projects, San Juan Generating Station (Operating Phase.)

The oversight committees established pursuant to these agreements and representatives assigned by
the Agency are shown in the Organization Chart on page 9. An annual forecast of Agency
expenditures for the San Juan Project is provided in the San Juan Ten-Y ear Forecast and Legacy
Liability Funding Status Report, which is prepared by the Technical Committee and reviewed by the

Commission.*®

b. PAcCIFIC NORTHWEST PROJECT

The Pacific Northwest Project currently consists of power sales agreements with subsidiaries of
Avangrid Renewables, Inc. (Avangrid) for energy (249.5 MW installed capacity) and renewable
energy credits (RECs) from the Big Horn | and Big Horn || Wind Energy Projects located near
Bickelton, Washington as delivered to the Members at the California-Oregon Border. The Members
rights and obligations pertaining to the Pacific Northwest Project are specified in the Pacific

Northwest Project Power Sales Agreement.®

c. OPERATING AGREEMENT AND M-S-R COORDINATOR

The Amended and Restated Operating Agreement*' (Operating Agreement) details how M-S-R PPA
will perform the power scheduling, accounting, marketing, coordination and dispatching functions
associated with M-S-R PPA resources on behalf of the Members and the Members' responsibilitiesto
M-S-R PPA for the purposes of the foundational agreements for San Juan Project (including the
Southwest Transmission Project) and Pacific Northwest Project. Management of the Service
Schedules to the Operating Procedures is conducted by Member representatives pursuant to Section
25 of the Operating Agreement, such representatives constituting the M-S-R PPA Technical

® San Juan Ten-Y ear Forecast and Legacy Liability Funding Status Report, noted and filed by the
M-S-R Commission February 19, 2020.

0 Second Amended and Restated Pacific Northwest Project Power Sales Agreement dated May 24,
2005 between the M-S-R Public Power Agency and the Modesto Irrigation District, the City of Santa
Clara, and the City of Redding.

4 Amended and Restated Operating Agreement Between The M-S-R Public Power Agency and the
Modesto Irrigation District, The City of Santa Clara, California, and The City of Redding, California
dated February 1, 1997 with service schedules that may be revised from time to time. This agreement
superseded the “Principles for the Scheduling and Dispatch of the M-S-R Public Power Agency’s San
Juan Project Power,” dated June 20, 1984.
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Committee.

The Operating Agreement creates the position of M-S-R Coordinator, the functions of which were
initially performed by Modesto. Asthe necessary functions of Coordinator expanded, the Members
decided to formalize the duties through a services contract. After a competitive bid process, Modesto
was awarded the initial contract and has served as Coordinator continuously ever since.* The
Coordinator is authorized to enter into transactions on behalf of M-S-R PPA, if requested by a
Member for that Member’s account, or to unilaterally enter into transactions on behalf of M-S-R

PPA, in case aMember failsto meet its obligations.

Specific Service Schedules to the Operating Agreement apply to each of the Projects (or special
aspects thereof) and are modified as necessary to accommodate the needs of the projects. Several of
these Service Schedules became unnecessary with the divestiture of the San Juan assets as was the

case with some Service Schedules associated with the SWTP.

i. Operating Agreement Service Schedule A — Big Horn Wind Energy Project.

Service Schedule A applies to the amended and restated accounting procedures for the
Big Horn Energy Wind Project.”® Big Horn isa199.5 MW facility comprised of 133 1.5
MW wind machines with the output shared between the Members 12.5%/52.5%/35%.
M-S-R PPA pays for two services: 1) the production of energy at the site, and 2) the
shaping and firm delivery of energy to the California-Oregon Border. Because energy
scheduling is performed in whole megawatts, Appendix A was devel oped to allocated
energy based upon the actual deliveriesto M-S-R PPA made by Avangrid. Asthis
project was developed in two phases with different pricing structures, Appendix B
develops the hybrid pricing algorithm for the sharing of energy costs. Appendix D
provides the timing associated with the receipt and payment of monthly energy invoices.
Appendix F provides the timing associated with the receipt and payment of the monthly

firming and shaping invoice.

42 Agreements for M-S-R Coordinator Services by and between M-S-R Public Power Agency and

the Modesto Irrigation District dated May 28, 1999, September 7, 2004, March 23, 2011 as amended
March 18, 2015, and March 1, 2018.

43 Amended and Restated Service Schedule A to the Operating Agreement, Big Horn Operating
Procedures, adopted by the M-S-R PPA Commission November 18, 2006.
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ii. Operating Agreement Service Schedule B — Reserved.

Service Schedule B was terminated March 8, 2018.
iii. Operating Agreement Service Schedule C — Reserved.

Service Schedule C was terminated August 4, 2016.

iv. Operating Agreement Service Schedule D — Resource Agreements.

Service Schedule D listed various economy energy agreements held by M-S-R
PPA with utilities in the Southwest.”* As of September 2018, only the WSPP
agreement remains.

v. Operating Agreement Service Schedule E — Reserved.

Service Schedule E was terminated March 8, 2018.
vi. Operating Agreement Service Schedule F — Reserved.

Service Schedule F was terminated March 8, 2018.
vii.  Operating Agreement Service Schedule G — Reserved.

Service Schedule G was terminated March 8, 2018.
viii.  Operating Agreement Service Schedule H — Reserved.

Service Schedule H was terminated August 4, 2016.
iX. Operating Agreement Service Schedule | — Reserved.

Service Schedule | was terminated August 4, 2016.
X. Operating Agreement Service Schedule J— Reserved.

Service Schedule Jwas terminated March 8, 2018.
xi. Operating Agreement Service Schedule K — Operating and Accounting Procedures For
Big Horn Il Wind Energy Project.

Service Schedule K provides operating and accounting procedures for the Big Horn 11
Wind Project.”® Big Horn Il isa50 MW facility comprised of 25 - 2.0 MW wind

44 Service Schedule D to the Operating Agreement, Resource Agreements, adopted by the M-S-R

PPA Technical Committee March 8, 2018.

4 Operating Agreement Service Schedule K — Operating and Accounting Procedures For Big Horn
Il Wind Energy Project adopted by the M-S-R Commission May 18, 2011 pursuant to Resolution 2011-
05.
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machines with the output shared between the M embers 65%/35%/0%. M-S-R PPA pays
for two services: 1) the production of energy at the site, and 2) the redelivery of fixed
and variable energy to the California-Oregon Border. Because energy scheduling is
performed in whole megawatts, Appendix A was developed to allocated energy based
upon the actual deliveriesto M-S-R PPA made by Avangrid. Appendix B develops the
pricing algorithm for the sharing of energy costs. Appendix C shows a computation of
Member Pricing. Appendix D provides the timing associated with the receipt and
payment of monthly firm energy invoices. Appendix E provides the timing associated
with the receipt and payment of monthly variable energy invoices. Appendix F provides
the timing associated with the receipt and payment of the monthly firming and shaping

invoice.

B. ENVIRONMENTAL COMMODITIES

a. RENEWABLE ENERGY CREDITS (WREGISRECS)

In addition to the wind energy received from the Avangrid subsidiaries operating the Big Horn and
Big Horn Il Wind Projects, M-S-R PPA also receives title to all associated environmental
commodities including Renewable Energy Credits (RECs). One MW of eligible renewable energy
created trandates into one REC. RECs are used by the Members, among other purposes, to meet their
Renewable Portfolio Standard (RPS) requirements pursuant to CaliforniaLaw. M-S-R PPA receives
the RECs from Avangrid, M-S-R PPA then allocates these RECs to the Members in proportion to the
energy produced from the wind projects. RECs are accounted for and tracked in the Western
Renewable Energy Generation Information System (WREGIS) and retired according to the
requirements of the California Air Resources Board and California Energy Commission. M-S-R PPA
has created a special Policy and Procedure No. 2009-01 to formalize the accounting and distribution
of WREGIS RECs.*

46 Policy and Procedure 2009-01, WREGIS REC Accounting and Distribution, dated August 31,
20009.
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b. CLEANAIRACT ALLOWANCES

Consistent with the Clean Air Act of 1990, the U.S. Environmental Protection Agency (EPA) enacted
arequirement that SO, emitting plants be limited in their emissions. In addition, for each emitting
source, the owner or operator needed to specify a Designated Representative (DR) to fulfill reporting
requirements and be liable for violations. PNM as San Juan Generating Station Operating Agent
provided the DR and Alternative Designated Representative (ADR) pursuant to an agreement.

As part of the Clean Air Act program, the San Juan Generating Station was awarded with an annual
base number of SO, allowances that, pursuant to formula, represent an average operating year. With
the construction and operation of the Limestone-Forced Oxidation (L SFO) Project, SIGS greatly
reduced its emissions of SO,, leaving a growing balance of unretired allowances that could be sold on
open market. Pursuant to a Policy adopted by motion of the M-S-R PPA Commission September 28,
2005, M-S-R PPA sold alimited guantity of these allowances until the market for SO, allowances
virtually collapsed. Allowances remaining in PNM’s account after the divestiture of the Agency’s

operating interest in SIGS have been transferred to the Members for their future use.

C. WILDFIRE MITIGATION PLANS

On September 24, 2016, California Senate Bill (SB) 1028 was signed into law and requires electric
utilities to annually publish awildfire mitigation plan. On September 18, 2019, the M-S-R PPA
Commission established a process to prepare a Wildfire Mitigation Plan®® if and when the Agency
owns or operates qualifying facilities under SB 1028.

D. M-SR PPA LEGISLATIVE PROGRAM

The primary goal of M-S-R PPA’s Legidative and Regulatory Program is to preserve and enhance the
value of M-S-R PPA assets. These assets included the San Juan Project, the Southwest Transmission
Project and include the Big Horn Wind Energy Projects. M-S-R PPA only takes positions on those
bills and regulatory matters directly affecting M-S-R PPA resources or dutiesto its Members. M-S-R

PPA may also, by request of the Members, take positions on bills of common interest to the entire M-

47

M-S-R Clean Air Act SO, Allowance Policy Adopted by M-S-R Commission September 28,

2005.

48

Resolution No. 2019-01, adopted September 18, 2019, Regarding Wildfire Mitigation Plans.
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S-R PPA membership. Legislative and Regulatory Workplans, for both State and Federal levels, set

forth the Agency’ sissues and objectives for the current year and are updated as needed.”

E. WEBSITE ACCESSAND POSTING OF PUBLIC DOCUMENTS

M-S-R PPA maintains a website at www.msrpower.org. Its purpose isto provide basic information
on the Agency and its projects, provide contact information, and to post notices and information as
required by the California Government Code and Agency Policy. On October 11, 2015, California SB
272 was signed into law and requires local agencies to publish alist of “enterprise” systems on their
websites. By motions of the Commission, M-S-R PPA has adopted a Privacy Statement™ and Terms

of Use Agreement™ applicable to users of the website.

M-S-R PPA posts agendas and notices of public meetings at http://msrpower.org/Documents.aspx as

required in the California Government Code and the previously referenced Resolution 2013-04
Regarding Meeting Schedules And Procedures For Posting Of Agendas For The M-S-R PPA
Commission. M-S-R PPA may other information relevant to the conduct of the Agency’s business on
its website, including, but not limited to the Annual Budget, the Annual Financial Reports, M-S-R

PPA Commission meeting minutes, and various M-S-R PPA committee meeting minutes.

F. CYBER SECURITY PoLIcYy

M-S-R PPA does not have any facilities designated as Critical Energy Infrastructure (CEI) and hence
does not have aformal cyber security policy. At thistime there are neither NERC Reliability
Standards nor WECC Regional Reliability Standards applicable to M-S-R PPA. As a matter of
course, ordinary and prudent precautions are taken to maintain the security of the Agency’s email and
website access. The M-S-R Coordinator maintains separate responsibility to maintain appropriate
cyber security measures related to their dutiesto M-S-R PPA.

9 Californiaand Federal Legislative And Regulatory Representative Workplans 2020.

0 M-S-R Public Power Agency Privacy Statement Revised: July 28, 2010.

o Terms of Use Agreement Between User and M-S-R Public Power Agency Revised: July 28,
2010.
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G. DOCUMENT RETENTION PoLIcy, PUBLIC RECORDS REQUEST, AND PHOTOCOPY PoOLICY,

As specified in Resolution 2013 — 02,* M-S-R PPA adopted a document retention policy which sets
forth administrative practices related to the retention, distribution, and disposition of public

documents in accordance with the California Public Records Act.

Through adoption of this Policy and Procedure Manual, it is the policy of M-S-R PPA to comply with
all requests for public records, as required by the California Public Records Act, in areasonable and
expeditious timeframe. For regular photocopies, M-S-R PPA will charge arate of $0.15 per page. For
scanning and digitizing a document in PDF format, M-S-R PPA will charge arate of $0.10 per page.
Existing PDF format documents responsive to a public records request, if provided electronically, will
be made available at no charge to the requestor. If copies can be made at lesser cost by an outside
service provider, M-S-R PPA will only charge actual fees of such service provider for duplication.
These fees were determined based upon review of actual costs for paper, office equipment, and

maintenance of said equipment.

H. ADOPTION OF CEQA GUIDELINES

As specified in Resolution 95 — 1, the Agency has adopted the model State CEQA Guidelines
prescribed by the Secretary of the Resources Agency in Title 14 of the California Code of
Regulations, commencing at Section 15000, and as they may be subsequently amended.

I. ADOPTION OF GUIDELINESFOR THE ACQUISITION OF REAL PROPERTY

As specified in Resolution 95-2,> the Agency has adopted the model State Relocation Assistance and
Real Property Acquisition Guidelines specified in Title 25 of the California Code of Regulations,
commencing at Section 6000, and as they may be subsequently amended and the Federal Guidelines,
Title 49 of the Code of Federal Regulations, Part 24, and as they may be subsequently amended.

52 Resolution 201302, adopted on May 22, 2013, Regarding Retention and/or Destruction of

Records.

53 Resolution 95-1, adopted February 22, 1995, Adopting Guidelines For The Implementation of
the California Environmental Quality Act.

54 Resolution 952, adopted February 22, 1995, Adopting Guidelines For The Acquisition Of Real
Property.
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J. M-SR PPA ANNUAL STRATEGIC PLAN

Each year the Agency prepares a Strategic Plan for consideration by the Commission at its September
meeting™ and to provide input for the consideration and adoption of the M-S-R PPA Annual Budget
in November of each year. The Strategic Plan is prepared by the General Manager pursuant to
Sections 1 (c) and (e) of his Management Services Agreement.

K. REVIEW OF POLICIESAND PROCEDURES MANUAL

In 2013, the Commission directed the General Manager to review the Agency’s policies and
procedures and to coordinate with the Technical Committee in reviewing the authorities and
responsibilities of the Agency. This document isintended to meet the Commission’ s directive.
Commencing in 2014, in even-numbered years, the General Manager reviews the manual and

recommends updates or amendments for consideration by the Commission at its September mesting.

% M-S-R Public Power Agency Strategic Plan effective January 1, 2020 (approved by Commission
September 18, 2019.)
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V. PAST PROJECTS

Sinceitsfounding, M-S-R PPA has participated in a number of projects which were subsequently
terminated or did not reach fruition. In addition, M-S-R PPA acquired ownership interestsin
generating and transmission assets which have been either divested or retired. The following listing
isintended to provide an overview of historic activities and provide context for past decisions by the

Agency that subsequently influenced the development of its current projects, policies, and procedures.

A. GEOTHERMAL DEVELOPMENT

Asitsfirst project, M-S-R PPA bid, and was awarded in 1980, alease running from January 1, 1981
through December 31, 1985, to develop geothermal resources on the Abril Leasehold in Sonoma
County in the “ Geysers Known Geothermal Resource Ared” (KGRA) in the Coastal Range of
mountains in Northern California. M-S-R PPA contracted with adrilling company and explored for
geothermal steam. This effort did not yield sufficient steam for commercial use and the project was
eventually abandoned. During the drilling effort, certain wastes were accumulated and deposited in a
common repository with similar wastes from other projects by other developers. Due to the nature of
the waste, there was an ongoing liability for disposal site remediation. Though negotiation, M-S-R
PPA contracted with Pacific Gas and Electric Company (PG& E), the largest contributor of waste to
the site, and paid for arelease of liability for the waste deposited on behalf of M-S-R PPA. Further,
M-S-R PPA took additional stepsto releaseitsrightsin the Abril Leasehold back to the surface
owners, including a Quitclaim Deed filed in Sonoma County June 9, 2010. To M-S-R PPA’s
knowledge, it retains no ongoing liability for this Project.

B. ARIZONA NUCLEAR POWER PROJECT (ANPP)

The ANPP has been constructed and is currently known as the Palo Verde Nuclear Generating
Station. However, when it was in the pre-operation stages, M-S-R PPA held negotiations with
multiple owners regarding the potential purchase of an interest in the project. The negotiations that
proceeded the farthest were with the Arizona Public Service Company (APS) and led to the
development of a process by M-S-R PPA to purchase a 150 MW ownership interest in the project.

Due to the environmental concerns associated with nuclear power projects, Modesto (125 MW) and
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Redding (25 MW) chose to put advisory ballot measures before their constituents to assess their
support for the transaction. Santa Clara elected not to participate in the process. Both advisory ballot
measures failed to achieve 50% support. Negotiations were terminated, and M-S-R PPA took no

further actionsto enter the project.

C. INTERCONNECTION/ECONOMY INTERCHANGE AGREEMENTS

In conjunction with the San Juan Project, M-S-R PPA contacted a number of utilitiesin the
Southwest for Interconnection and Economy Interchange Agreements. These agreements set forth
protocols to be used if economy energy was ever bought and sold between the parties. These types of
agreements were commonplace at the time but have since been rendered obsolete with the advent of
the Western Systems Power Pool (WSPP) and its mechanisms for exchanging energy. Most of the
Economy Interchange Agreements have been either terminated or allowed to expire upon their own
terms. Those that remain in effect are with PNM and TEP, as there are other portions of those

agreements that are used and useful as associated with the San Juan Project.

D. SOUTHWEST TRANSMISSION PROJECT

The Southwest Transmission Project included ownership interests in the M ead-Phoenix and Mead-
Adelanto Transmission Projects and transmission service contracts from Los Angeles Department of
Water and Power (LADWP) and Southern California Edison Company (SCE) which, when used in
conjunction, was used to deliver San Juan generation from the TEP system to the Membersin
Northern California. More specifically, the Southwest Transmission Project consisted of the

following components:

. Between the Mead Substation and Phoenix, M-S-R PPA had the following rights:

0 Component A: An 11.538% interest (221.9 MW transmission capability) in the
Westwing-Mead 1923 MW transmission linear 246-mile transmission line from
the Westwing Substation in southern Arizonato the Mead Substation near Las
V egas, Nevada (the “ M ead-Phoenix Segment.”)

0 Component B: 0% interest in the Mead 500 kV — 230 kV transformer
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0 Component C: An 8.0993% interest (210.6 MW) in the 2600 MW linear 12-mile
transmission line from Mead to Marketplace and including a proportionate 50%
interest in the Marketplace substation and associated facilities (the “Mead-
Marketplace Segment.”)

. A one-mile interconnection between McCullough and Marketplace Substations near Las
Vegas, Nevada (the “McCullough Tie-Lines”), which is considered a common bus with
Marketplace Substation.

. A 17.5% interest (225.9 MW transmission capability) in a 1291 MW linear 214-mile
transmission line from the M arketplace Substation (and including a proportionate 50%
interest in the Marketplace substation and associated facilities) near Las Vegas, Nevada
to the Adelanto Substation near Los Angeles, California (the “ M ead-Adelanto Segment”).

. Arrangements with LADWP for transmission service (225.9 MW transmission
capability) from the Adelanto Substation near Los Angeles, California, to the midpoint of
the Victorville-Lugo transmission line.

. The Firm Transmission Service Agreement (Rate Schedule No. 339) with SCE for
transmission service (150 MW transmission capability) from the midpoint of the
Victorville-Lugo transmission line to the Midway Substation in central California (SCE
TSA). On January 1, 2014, the Agency perfected a partial termination of the SCE TSA to
reduce the contract capability from 150 MW to 98 MW to reflect the more economic use
of New Firm Use transmission service to be provided by the California Independent
System Operator (CAISO) to Santa Clarain lieu of using this component of the SWTP.
This agreement was terminated effective May 1, 2015.

. Transmission service from the Midway Substation (the terminus of the Southwest
Transmission Project as described above) to the Members was provided through
transmission arrangements between the Transmission Agency of Northern California
(TANC) and PG& E (SOTP ETC).

On July 22, 2015, the M-S-R PPA adopted Resolution 2015-03 authorizing a number of actions
including the proposed sale of its ownership interests in the M ead-Phoenix and Mead-Adelanto
Projects to the Southern California Public Power Authority (SCPPA) for the sum of $60 million.
Thistransaction closed May 25, 2016.
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E. PACIFIC NORTHWEST LETTER AGREEMENTS (BONNEVILLE CONTRACT)

During the planning stages of the California-Oregon Transmission Project (COTP), M-S-R PPA
conducted an evaluation of available resources in the Pacific Northwest that could utilize the COTP
when constructed. As each of the Members had rights on the COTP through their membership in the
project developer, the Transmission Agency of Northern California (TANC), it was decided to
conduct thisinvestigation jointly. Over adozen utilities were interviewed and the process led to three
letter of intent agreements. The first was with Bonneville Power Administration (Bonneville or BPA)
for a 20-year block of surplus energy which would convert to a seasonal exchange once the surplus
energy was no longer available. The second was with PacifiCorp and would involve a block of
energy supported by PacifiCorp’s portfolio of coal-fired generating plants. The third was with Pacific
Northwest Generating Company (PNGC) regarding its fractional interest in the Boardman Coal Plant.

Only the Bonneville | etter agreement resulted in a contract. The other two letter agreements
ultimately did not result in contracts. The Bonneville Contract was completed and energy deliveries
began with the commercial operation of the COTP and was to run through April 30, 2013. After
several years, key provisions of the agreement were renegotiated to M-S-R PPA’s benefit.
Bonneville subsequently exercised its right to effect atermination of the agreement on five-years
notice and deliveries concluded September 30, 2005.

F. DEVERS-PALO VERDE NO.2 TRANSMISSION PROJECT (DPV-2)

During the development of the Southwest Transmission Project to support deliveries of the San Juan
Project, M-S-R PPA was faced with the task of securing transmission across the SCE service
territory. SCE was sponsoring the second transmission line between Devers Substation and the Palo
Verde Switchyard. SCE would provide the transmission service between Midway Substation and
Devers Substation in exchange for M-S-R PPA’ s participation in the project planning process. This
project was being developed concurrently with the development of the M ead-Phoenix and Mead-
Adelanto Transmission Projects. Besides M-S-R PPA, many of the southern California municipal
utilities were participating in both transmission paths because it was not clear which, if either, was
going to be built. When it was clear M ead-Phoenix and Mead-Adelanto were moving forward, SCE
agreed to provide M-S-R PPA with transmission service contract between Midway Substation and the
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LADWP transmission system but was still interested in M-S-R PPA’s participation in DPV-2 to
compl ete the path through Mead. M-S-R PPA agreed to assign 60 MW of itstransfer rights on the
Mead-Adelanto Transmission for a 4-year term, during 1996 to 1999, in exchange for being released
from its obligation to participate in DPV-2. M-S-R PPA’s participation in DPV-2 was officially
terminated several years later when SCE returned to M-S-R PPA the planning money it had
contributed to the project.

G. ADELANTO-LUGO TRANSMISSION PROJECT

In the development of the Mead-Adelanto Transmission Project there was a disagreement over where
to terminate the project in California. Certain Southern Californiamunicipal utilities participating in
the project desired to have the project terminate in the LADWP system as they had transmission
service contract rights through LADWP for delivery of generation to their individual systems. Other
Southern Californiamunicipal utilities desired the project termination to be in the SCE transmission
system, as they had contract transmission service rights through SCE for delivery of generation to
their individual systems. M-S-R PPA also desired a SCE termination point. The proposed resolution
was atermination of the project at Adelanto Switchyard with LADWP providing transmission service

contracts between Adelanto and the SCE transmission system.

Once this plan was completed, the City of Anaheim (Anaheim) led the group of utilities desiring
transmission service to the SCE transmission system in a study to add additional transmission
facilities to replace the transmission service to be provided by LADWP. This effort became known as
the Adelanto-Lugo Transmission Project. Environmental studies were completed and preliminary
engineering commenced. Anaheim then convinced M-S-R PPA to assume the Project Management
role for the project. Shortly after the transition of Project Management was completed, Anaheim
announced it was withdrawing from the project. Asthere was insufficient interest in the project with
Anaheim as the largest participant gone, M-S-R PPA chose to close out the contracts and terminate
the project and rely on the aforementioned LADWP transmission service between Adelanto and the

SCE system.
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H. CALIFORNIA-OREGON TRANSMISSION PROJECT AND SOUTH OF TESLA PRINCIPLES

Since the 1960’ s when Pacific Gas and Electric Company (PG& E) had exclusive accessto the AC
portion of the Pacific Northwest-Pacific Southwest 500-KV transmission system from Northern
Californiato the Pacific Northwest (Intertie) only three governmental entities had rights on this
system, Western Area Power Administration (Western), California Department of Water Resources
(CDWR), and Sacramento Municipal Utility District (SMUD). There had been discussions among
other municipal utilities interested in securing access to the Intertie and requests for such access had
failed to yield results. In the offices of Resource Management International, Inc. (RMI) on December
22, 1982, key representatives of M-S-R PPA met to discuss their options. During the course of that
meeting, a PG& E transmission tower failure near Tracy, California plunged over 5 million peoplein
Northern Californiainto darkness. It was then resolved by the meeting participants that the Members

needed to obtain reliable transmission independent of PG& E.

Preliminary studies were undertaken under the working group known as the Northwest Transmission
Joint Venture (NTJV). The founders of this working group were the M-S-R PPA Members. Their
initial efforts took the project to the point where additional participation shares could be allocated.

M odesto suggested its neighboring irrigation district, Turlock Irrigation District, be asked to
participate. Santa Clara suggested its joint membersin the Northern California Power Agency
(NCPA) be asked to participate. Finally, SMUD approached the group and suggested it also be
allowed to participate. Thisgroup of 15 municipal entities formed ajoint powers agency in
December 1984 with the name of the Transmission Agency of Northern California (TANC) with the
intent of constructing the COTP.

Asthe COTP project progressed, additional entities including the California Investor-Owned Utilities
(I0Us) PG&E, SCE, San Diego Gas and Electric Company (SDG& E) expressed interest in
participating in the COTP. Southern Californiamunicipal utilities also expressed interest in
participation in the COTP and extending the project into Southern California. PG& E successfully
argued that additional facilities did not need to be built south of Tesla Substation and that PG& E
would grant transmission service to those requesting such service. The SOTP provided 300 MW of
transmission service between Tesla Substation and Midway Substation (including 150 MW for M-S
R PPA) until additional upgrades was necessary. In that instance, SOTP Participants could pay for

their portion of necessary upgrades.
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With a proposed participation of almost half of the COTP capacity, the IOUs applied to the California
Public Utilities Commission (CPUC) for Certificates of Public Convenience and Necessity (CPCN)
for recovery of their investment in the COTP in rates. The CPUC rejected the applications of PG& E
and SCE in the basis of lack of necessity and SDG& E was asked to provide additional

documentation. None responded and all three IOUs withdrew from the COTP. In addition, PG& E
refused to honor its commitments for SOTP transmission service but TANC successfully challenged
PG&E at the Federal Energy Regulatory Commission (FERC) and the SOTP became a FERC
approved rate schedule. The TANC Members had agreed to “ step-up” their participation percentages
inthe COTP if, indeed, the CPUC took the action that it did. This step assured there was sufficient
support for the project to move forward and TANC energized the COTP in 1993.

As part of the SOTP service, TANC and M-S-R PPA Members had committed to fund the costs of
certain transmission system upgrades (L os Banos-Gates.) To cover such expenses, M-S-R PPA
included an allocation $4.2 million in its Series E Bonds to cover such expenses. Although PG& E
subsequently performed the transmission upgrades, the costs were placed in Rate Base and
reimbursements were not requested from either TANC or M-S-R PPA. In compliance with its Bond
Indentures, M-S-R PPA used these funds to retire debt later in the 1990s.

I. EAST-SIDETIE

Another project investigated by M-S-R PPA was a transmission line that would interconnect Tracy
Substation and Adelanto Substation via a new line running down the east side of the Central Valley.
This project known as the East Side Tie (and also referred to as the Central California Desert
Southwest Transmission Project or CCDSW) would, if completed, in conjunction with the COTP,
have created a municipal transmission path between Oregon through Californiato Arizona. This path
would have eliminated the need for transmission service from the California |OUs for deliveries of
capacity and energy from or between the Pacific Northwest and the Southwest. This project was
studied by M-S-R PPA twice during the 1980s. The largest obstacle appeared to be the total cost,
potentialy $1 billion. Although the project never evolved past the planning stage, the concept
resurfaced in the late 2000s when TANC was planning numerous transmission projects around
Northern California known as the TANC Transmission Project or TTP. One segment would have

directly connected Santa Clara to the municipal utility transmission network. Another segment would
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have expanded the transmission system around Modesto and Turlock, which would have reinforced

connections between Adelanto Substation and the transmission system in Northern California.

Ultimately, support for all segments failed and no elements of the TTP were constructed.

J. SAN JUAN GENERATING STATION (OPERATING PHASE)

The operation and maintenance of the San Juan Generating Station by the Public Service Company of

New Mexico (PNM) as Operating Agent was governed by the San Juan Project Participation

Agreement. The provision of reserve sharing and power exchange services was provided by two

surviving Service Schedules (Service Schedules “E” and “D” respectively) to an Interconnection

Agreement Between Tucson Electric Power Company and M-S-R Public Power Agency dated
September 20, 1982.

On July 22, 2015, M-S-R PPA adopted Resolution 2015-02 approving the execution of the following
agreements which allowed the divestiture of the Agency’s ownership interest in the San Juan

Generating Station on December 31, 2017 with effective dates as noted:

D)
(2)

3)
(4)

()

San Juan Project Restructuring Agreement (Effective January 31, 2016),

Amended and Restated Mine Reclamation and Trust Funds Agreement (Effective January
31, 2016),

San Juan Decommissioning and Trust Funds Agreement (Effective December 31, 2017),
Restructuring Amendment Amending and Restating the Amended and Restated San Juan
Project Participation Agreement (Effective January 31, 2016), and

Exit Date Amendment Amending the Amended and Restated San Juan Project
Participation Agreement (Effective December 31, 2017).

On July 19, 2017, M-S-R PPA adopted Resolution 2017-03 approving the execution of the following
agreements which administratively completed the divestiture of the Agency’s ownership interest in
the San Juan Generating Station on December 31, 2017:

D)
(2)

3)
(4)

Assignment, Assumption, Termination and Release Agreement,

New Exit Date Amendment Amending and Restating the Amended and Restated San
Juan Project Participation Agreement,

Termination Agreement — Capacity Option and Funding Agreement,

Amendment Agreement to San Juan Project Early Purchase and Participation Agreement.
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5 Letter Agreement — Termination of Interconnection Agreement between PNM and
M-SR,

(6) Termination Agreement — Amended and Restated | nterconnection Agreement with
Tucson Electric Power Company,

@) Amended and Restated NERC Delegation Agreement and Acknowledgment among
Participants in San Juan Project,

€] Amended and Restated San Juan Project Designated Representative Agreement

9 Termination of San Juan Unit 4 Operating Procedure No. 1 Between PNM and M-S-R,

(10)  Instrument of Sale and Conveyance between M-S-R and PNM

(11) Termination and Relinquishment by M-S-R.

(12) Easement and Right of Entry.

The goals of the Agency in the divestiture of the San Juan Project were to relieve the Members from
US EPA mandatesto install uneconomic Clean Air Act Regional Haze station retrofits, to mitigate
rapidly escalating Fuel and O& M costs, and to further comply with requirements of California Law
including SB 1368 and AB 32. The benefits of the proposed restructuring of the San Juan Project
were estimated to result in about $6 million in immediate project operating cost savings, avoiding
about $28 million in station retrofit costs, allowing ongoing power cost savings valued at about $200
million in aNavigant Consulting Inc. (NCI) 2014 study covering a 20-year period, and bounding
current and future Agency liabilities. The Agency further caused the preparation of an Independent
Consultant’ s Report as required under the Agency’s Bond Indentures. In that report, the Independent
Consultant found that through the seven-year period beginning in 2015 and continuing through the
final retirement of the Agency’s San Juan Project Revenue Bonds in July 2022, the Member’s power
supply costs would be reduced by $81 million on a Net Present Value basis and that “it would be in
accordance with sound utility practice to pursue adivestiture of the San Juan Unit No. 4 in
accordance with the terms of the Restructuring Agreements and that such divestiture would not
impair the ability of the Agency to comply with Bond Covenants nor would it hinder the Agency’s

ability to make debt service payments as prescribed in its financing documents.”
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VI.HISTORIC LEGAL AND REGULATORY ACTIONS

Sinceitsfounding, M-S-R PPA has been party to a number of legal and regulatory actions. The
following listing is intended to provide an overview of historic proceedings and provide context for
past decisions by the Agency which subsequently influenced the development of its current projects,

policies, and procedures.

A. TUCSON ELECTRIC POWER COMPANY —BREACH OF CONTRACT

Pursuant to Service Schedule B of the Interconnection Agreement between M-S-R PPA and TEP, M-
S-R PPA was afforded access to system energy from the TEP system for use or sale to third parties.
Under a formula mechanism, M-S-R PPA paid production cost plus 3 mills’kWh hour to TEP for
their assistance in administering M-S-R PPA’ s transactions. Upon commencement of the
arrangement in 1982, M-S-R PPA secured a sale to SCE that was renewed annually through 1984. In
1985, TEP changed management and chose to contract directly with SCE leaving M-S-R PPA
without counterparty. M-S-R PPA executed short-term sales arrangements with El Paso Electric
Company and Texas-New Mexico Power Company, but it was obvious that M-S-R PPA had been
damaged by TEP. On April 1, 1986, M-S-R PPA filed suit against TEP for Breach of Contract in
Federal District Court and on October 31, 1989, M-S-R PPA was awarded a judgment against TEP

for $5 million.

B. STOLEN BEARER BONDS

In the early 1980s, Bearer Bonds from two different series were reported to the Agency as being lost
or stolen. M-S-R PPA obtained Surety Bonds to protect the Agency and replacement Bearer Bonds
were issued. The original bonds were eventually purchased by athird party in Switzerland and under
a Swiss doctrine of a good faith purchase were presented for payment. Suit was filed in the Supreme
Court of the Sate of New Y ork by the purported purchasers to perfect their claims. M-S-R PPA
tendered defense of the claimsto the issuers of the Surety Bonds and no further payments or action by
the Agency wererequired. Similarly in 2018, documents related to the Series 2008M Bonds were
reported missing by the direct placement bondholder, and the Trustee required the posting of a Surety
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Bond by the bondholder before these Bonds could be paid.

C. SIERRA CLUB/GRAND CANYON TRUST —CLEAN AIR ACT — SAN JUAN

PNM, as Operating Agent and largest single owner of the San Juan Generating Station, was sued by
Sierra Club/Grand Canyon Trust in 2002 over allegations of visibility/particulate violations. PNM
subsequently negotiated a settlement (Consent Decree) in 2005 requiring retirement of the

€l ectrostatic precipitators used for particulate control on each of the four San Juan units and their
replacement with baghouses, the installation of a mercury removal system, and the reduction of
allowable limits for certain other emissions. Relying on PNM's estimate the total cost of the project
of approximately $110 Million, the San Juan Owners signed a Memorandum of Understanding to
support PNM in its settlement with Sierra Club/Grand Canyon Trust. With this commitment, the
project proceeded but ultimately cost in excess of $320 million. M-S-R PPA’sfinal share of the cost
for Unit No. 4 was greater than $24 million. The upgraded environmental systems were completed
on Unit No. 4 in 2007. Ongoing environmental monitoring was required and continues in effect by

the Remaining San Juan Participants.

D. SIERRA CLUB GROUND WATER — SAN JUAN

In December 2009, the San Juan Owners each received a notice of intent to sue under the Resources
Conservation and Recovery Act (RCRA) from the Sierra Club alleging violations of ground and
surface water contamination standards and improper placement of Coal Combustion Waste (CCW) in
the San Juan mine. A settlement was eventually reached which resulted in a $10 Million commitment
by the San Juan Ownersto construct a slurry wall to capture potential offsite transfer of groundwater
water from the plant site and other related projects. The installation of the slurry wall has been
delayed due to property rights issues and although approved for construction in 2014, was completed
in 2018. Additional projects were completed at a cost limit established in the settlement by the

Remaining San Juan Participants.

E. SOUTHERN CALIFORNIA EDISON TRANSMISSION RATE CASES

On November 21, 1991, SCE signed Negotiating Principles with M-S-R PPA regarding transmission
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service from Victorville-Lugo to Midway. These principles were formalized in an Agreement dated
May 1, 1995 (FERC Rate Schedule No. 339). This agreement came to be called an Existing
Transmission Contract (ETC) after the California Independent System Operator (CAISO) took

operational control of the IOU transmission systemsin 1998.

Since the ETC was implemented, SCE has exercised its rights under the contract and applied to FERC
to have the rates and charges for transmission service modified. Starting in 2008, SCE filed rate cases
before the FERC that had the effect of increasing the costs of the transmission service provided to M-
S-R PPA by orders of magnitude. M-S-R PPA vigorously contested these cases before FERC and, in
adjudicated settlement processes, achieved and maintained rate-freezes with atransition to rolled-in
rates. However, once the rate-freeze period ended on January 1, 2014, the stated rates under SCE’'s

tariff increased to alevel that rendered the transmission service uneconomic.

Each of the M-S-R PPA Members subsequently caused independent studies to be performed
and to reach conclusions that alternate means of delivering San Juan Project Capacity and
Energy was more economic and efficient than continuing to utilize the SCE TSA. Effective
January 1, 2014 the M-S-R PPA Transmission Service was reduced from 150 MW to 98 MW
on behalf of Santa Clara; effective January 1, 2015 reduced to 75 MW on behalf of Redding;
and effective May 1, 2015 was terminated in its entirety on behalf of MID.

F. BONNEVILLE POWER ADMINISTRATION POWER SALESAGREEMENT AND OTHER
LITIGATION

On September 30, 1997, Bonneville Power Administration (BPA or Bonneville) and M-S-R PPA
executed a Firm Power Sales Agreement (BPA Agreement) which guaranteed that BPA would sell
M-S-R PPA excess federal power through September 2004, and potentially until April 2013. The
agreement required that BPA provide M-S-R PPA with an annual forecast of available excess federal
power for the upcoming ten years and that BPA determine whether the anticipated amount of excess
federal power would cover M-S-R PPA's energy needs for the sixth year beyond the current year. If
Bonneville determined in any two consecutive years that it would have insufficient excess federal
power to serve M-S-R PPA's needs and properly notified M-S-R PPA of thisin writing, the Sales
Agreement would of its own force terminate five years from the date shown on Bonnevill€e's notice of

termination.
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In 1999 and 2000 BPA issued annual ten-year forecasts projecting that no excess federal power would
be available in 2004 and 2005 and provided the two notices necessary to terminate the BPA
Agreement effective September 30, 2005.

M-S-R PPA filed three petitions for review with the Ninth Circuit U.S. Court of Appeals challenging:
(1) Bonneville's reliance on factors other than its “then current contracts’ for its August 30, 1999
forecast of excess federal power, its determination of insufficient excess federal power to serve M-S
R's needs in 2005, and the timeliness of its October 20, 1999 notice of that determination; (2)
Bonneville's reliance on factors other than its "then-current contracts" for its September 28, 2000
“preliminary forecast” of excess federal power, and the timeliness of its September 29, 2000 notice of
that power determination; and (3) the timeliness of Bonneville's December 19, 2000 “final” excess
federal power forecast. M-S-R PPA contended these “fatal flaws” rendered the 1999 and 2000
determinations of excess power “void and of no force or effect” and required the Court to enjoin the

termination of the BPA Agreement.

The Court determined that although M-S-R PPA contended that Bonneville failed to abide by the
requirements of the BPA Agreement when forecasting excess federal power, M-S-R PPA actually
challenged a decision made pursuant to BPA's statutory authority to forecast excess federal power.
The Court further found that Congress implicitly delegated to BPA the authority to develop the
necessary procedures to implement the marketing of excess federal power and that it was eminently
reasonable for Bonneville to ground its forecasts in the best information available at that time, i.e.,
predictions of future energy demand derived from its subscription process. The Court found BPA's
consideration of these factors was neither arbitrary nor capricious and further found that it saw
nothing arbitrary or capricious about BPA accounting for its unconditional obligations before its
conditional ones. Finally, the Court determined that M-S-R's Timeliness Claims sounded in contract,
and dismissed them for lack of jurisdiction. (M-S-R Public Power Agency v. Bonneville Power Admin.
297 F.3d 833 (9" Cir. 2002))

In 2011 BPA adopted Dispatcher Standing Order-216 (DS0O-216) and a subsequent Record of
Decision (ROD) regarding Environmental Redispatch. Pacific Northwest parties filed complaints to
the Federal Energy Regulatory Commission (FERC). The ROD was subsequently overturned, but not

before there were significant curtailmentsin summer 2011. BPA then filed an Oversupply
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Management Protocol (OMP) with FERC and unilaterally applied it during the 2012 runoff season
resulting in similar curtailments. Subsequently, the FERC accepted the oversupply protocol as an
interim remedy conditioned upon Bonneville' s filing of a proposed methodology for allocating
displacement costs “in a manner that results in comparability in the provision of transmission service
for all resources.” BPA filed arequest asking the FERC to reconsider its condition that BPA file a
cost allocation methodology before the Commission would fully accept the oversupply protocol and
its directive to file a new cost allocation methodology within 90 days of the order. The OS-14 rate
proceeding, which established rates to recover the costs incurred under BPA's Oversupply

Management Protocol, was concluded on March 27, 2014.

On July 23, 2015, BPA concluded the BP-16 rate proceeding to set power and transmission rates for
the FY 2016 to 2017 rate period by issuance of the final Record of Decision. The rate schedules
continue to allocate oversupply costs to generators within the BPA Balancing Area Authorities
(BAAS) in proportion to their transmission schedules compared to total schedules during the
oversupply period. Issues currently being addressed in post-case workshops include: Agency level
financial reserves policy, Southern Intertie value issues, secondary revenue projections, debt
repayment model, Montana wind development issues, capital investment strategies, and cost

containment. The BP-20 rate proceeding was completed and new rates took effect October 1, 2019.

G. CALIFORNIA SENATE BILL 1368

California Senate Bill 1368 (SB 1368 — Statues of 2006) established an Emissions Performance
Standard of and prohibited certain investments in non-compliant facilities. Regulations promul gated
by the California Energy Commission pursuant (CEC) to SB 1368 (06-OIR-1) restrict investmentsin
basel oad generation that does not meet an Emissions Performance Standard of 1,100 pounds of CO,
per MWh of electricity, with limited exceptions including but not limited to routine maintenance,
requirements of pre-existing contractual commitments, system reliability, or threat of significant
financial harm. The law and related regulations require ongoing review and determination asto
whether investments at the San Juan Project are permitted or are proscribed “ covered procurements.”
M-S-R PPA reviewed all prospective San Juan Project Capital Budget Items and made findings as to
whether or not they constitute routine maintenance, are required by Prudent Utility Practice, or
otherwise meet any of the exceptions or exemptions provided in the California Energy Commission’s

(CEC) regulations. Capital Budget Items that impermissibly extend the life of the San Juan Project or
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otherwise fail to meet the requirements of the regulations may not be approved by the Agency.
Through contractual arrangements with other San Juan owners, M-S-R PPA was relieved from the
obligation of paying for Capital Budget Items effective July 1, 2014. Through the Restructuring
Agreements, M-S-R PPA was relieved from regquirements to vote on Capital Budget Items effective
January 31, 2016. Therefore, M-S-R PPA no longer needs to make determinations pursuant to SB
1368 regulations.

On November 14, 2011, National Resources Defense Council (NRDC)/Sierra Club filed a petition
with the CEC alleging California publicly owned utilities (POUSs) are ignoring or violating the
emission performance standards as they may be applicable to investments in coal-fired generating
facilities such as the San Juan Project. In response, on January 12, 2012, the CEC issued an Order
Instituting Rulemaking (12-OIR-01) to review the emission performance standard. On July 9, 2012,
the CEC issued Tentative Conclusions and Requests for Additional Information followed by a
Request for Reply Comments on August 31, 2012. As described in these requests, CEC considered
amending their regulations to require the filing of additional information by POUSs but did not
propose any substantive changes in the emission performance standard. On March 19, 2014 the CEC
in a Rulemaking concluded that the threshold for reporting capital projects under SB1368 should be
set at $2.5 million (or about 0.28 percent of annual capital expenditures for the San Juan Project). The
CEC further required that Publicly Owned Utilities (POUSs) provide an annual compliance plan with
the Energy Commission for each non-EPS compliant facility, including for investments, capital
expenditures, contractual changes, sales of interest or other activity; however, this requirement has an
exemption for any facilities for which a POU has entered into a binding agreement to divest itself
within five years; the exemption to remain for as long as the binding agreement isin place or the
divestment has been completed. Given the execution of the Restructuring Agreements, M-S-R PPA
believed it had met the requirements for this exemption. With the completion of the divestiture of the

San Juan assets, this requirement and associated exemption is now moot.
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VII. FINANCING HISTORY

In September 1982, M-S-R PPA purchased from TEP certain system rights and an option to purchase
a 28.8 percent interest in San Juan Unit 4 from PNM by May 1995. M-S-R PPA issued a promissory
note to TEP for the purchase price with the intent to replace the note with permanent financing.
Before the permanent financing structure was completed, M-S-R PPA negotiated an early purchase of
the ownership interest in San Juan Unit 4 from PNM effective December 31, 1983.

In June 1983, M-S-R PPA issued its $215,000,000 San Juan Project Bond Anticipation Notes, Series
A (Series A Notes) and $232,000,000 San Juan Project Revenue Bonds, Series A (Series A Bonds)
for the purpose of financing the portion of San Juan Project costs covering the payments to TEP and
PNM. The decision to use the Series A Notes was to take advantage of the much lower short-term

interest rates.

In October 1984, M-S-R PPA issued its $220,600,000 San Juan Project Bond Anticipation Notes,
Series B (Series B Notes) to provide funds to pay the Series A Notes. The Series B Notes did not
mature until 1989, but a Californiainitiative in 1985 would have, if approved by voters, limited
municipal entities from securing long term financing. Facing the potential of having no means for
meeting its obligations for the Series B Notes, M-S-R PPA issued its $267,245,000 San Juan Project
Revenue Bonds, Series B (Series B Bonds) to provide funds to pay the Series B Notes in August
1985. (The Californiainitiative subsequently failed.)

In March 1987, M-S-R PPA issued its $273,760,000 San Juan Project Revenue Bonds, Series C
(Series C Bonds) to refund $244,795,000 aggregate principal amount of Series B Bonds.

In January 1990, M-S-R PPA issued its $86,000,000 San Juan Revenue Bonds, Series D (Series D
Bonds) to refund $76,675,000 aggregate principle of Series A Bonds.

M-S-R PPA issued its $117,135,000 Series E Bondsin April 1991 to finance its ownership interest in
the Southwest Transmission Project. The funds were used to construct a portion of the Mead-Phoenix
Transmission Project, a portion of the Mead-Adelanto Transmission Project, and set aside $5 Million
for possible improvements on the PG& E Transmission system north of Midway Substation. PG& E
improvements were ultimately completed without the need for funds from M-S-R PPA and
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construction costs for the Southwest Transmission Project were less than projected. In February
1997, M-S-R PPA took the available cash ($28.47 Million) and retired certain Series E Bonds.

In 1993, M-S-R PPA issued $108,960,000 San Juan Project Bonds, Series F (Series F Bonds) — April
1993 to refund certain Series A Bonds.

M-S-R PPA has issued refunding bonds to take advantage of improved interest rates over the years.
In 1995, M-S-R PPA neared its limit for outstanding bond debt under the original bond indentures
and instituted a Subordinate Lien Indenture to complete refundings and to issue variable rate date not
permitted under the original bond indentures. In addition, Internal Revenue Service rules limit the
number of refundings as being eligible for tax-exempt status. Therefore, certain refunding debt was
issued as taxable debt.

In 1995, M-S-R PPA issued $21.3 Million, San Juan Project Subordinate Lien Revenue Bonds, Series
1995B (Series 1995B Bonds) — December 1995 (Tax-Exempt) and $22.45 Million, San Juan Project
Subordinate Lien Revenue Bonds, Series 1995C (Series 1995C Bonds) — December 1995 (Taxable)

to refund certain Series B Bonds.

In 1997, M-S-R PPA issued floating rate debt to refund certain Series C Bonds and Series D Bonds:
i $97,515,000 San Juan Project Bonds, Series G (Series G Bonds) — March 1997
i $86,700,000 San Juan Project Bonds, Series H (Series H Bonds) — March 1997
i $65,000,000 San Juan Project Subordinate Lien Revenue Bonds, Series 1997D (Series
1997D Bonds) —March 1997 (Tax-Exempt)
i $65,000,000 San Juan Project Subordinate Lien Revenue Bonds, Series 1997E (Series
1997E Bonds) —-March 1997 (Taxable)

In 1998, M-S-R PPA issued debt that was the subject of an interest rate swap with Morgan Guarantee
Trust Company of New Y ork to refund certain Series A and Series C Bonds.
i $62,500,000 San Juan Project Subordinate Lien Revenue Bonds, Series 1998F (Series
1998F Bonds) -November 1998 (Tax-Exempt)
i $17,000,000 San Juan Project Subordinate Lien Revenue Bonds, Series 1998G (Series
1998G Bonds) —November 1998 (Taxable)
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In 2001, M-S-R PPA issued $64,320,000 San Juan Project Bonds, Series 2001l (Series| Bonds) —
September 2001 to refund outstanding Series E transmission project bonds.

In 2003, M-S-R PPA issued $54,435,000 San Juan Project Subordinate Lien Revenue Bonds, Series
2003l (Series 20031 Bonds) — May 2003 floating rate debt that was subject to an interest rate swap
agreement from 2002 with Bear Sterns Capital Markets, Inc to refund certain Series F Bonds.

In 2004, M-S-R PPA issued $50,330,000 San Juan Project Subordinate Lien Revenue Bonds, Series
2004J (Series 2004J Bonds) — March 2004 to refund certain Series H Bonds and the outstanding
Series 1995C Bonds.

In 2007, M-S-R PPA issued $48,305,000 San Juan Project Subordinate Lien Revenue Bonds, Series
2007K (Series 2007K Bonds) — December 2007 to refund the outstanding Series G Bonds.

In 2008, M-S-R PPA issued the following bonds to refund certain San Juan Project Subordinate Lien
Revenue Bond from Series 1995B, Series 1997E, Series 1998F, Series 1998G and Series 2003l:
i $118,865,000 San Juan Project Subordinate Lien Revenue Bonds, Series 2008L (Series
2008L Bonds) — July 2008
i $62,500,000 San Juan Project Subordinate Lien Revenue Bonds, Series 2008M (Series
2008M Bonds) — July 2008
i $17,000,000 San Juan Project Subordinate Lien Revenue Bonds, Series 2008N (Series
2008N Bonds) — July 2008
Also in 2008, interest rate swap agreements for the entire Series 2008M Bonds and Series 2008N

Bonds were entered into with Morgan Guaranty Trust Company of New Y ork.

In 2011, M-S-R PPA issued $34,050,000 San Juan Project Subordinate Lien Revenue Bonds, Series
20110 (Series 20110 Bonds) — April 2011 to refund certain Series 20011 Bonds. Also in 2011,
M-S-R PPA remarketed and reissued the Series 2008M Bonds and Series 2008N Bonds to Wells

Fargo Bank, National Association pursuant to a Continuing Covenant Agreement.

In 2013, M-S-R PPA issued $57,485,000 San Juan Project Subordinate Lien Revenue Bonds, Series
2013P (Series 2013P Bonds) — Fall 2013 (Taxable) which were replaced with $55.600 Million, San
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Juan Project Subordinate Lien Revenue Bonds Series 2014Q (Series 2014Q Bonds) — Spring 2014
(Tax-exempt) to refund certain Subordinate Lien Revenue Bonds Series 1997D.

In 2016 M-S-R PPA realized $60 Million in cash from the sale of the Southwest Transmission
Project. These funds were used to call and defease certain bonds and partially terminate swap
arrangements at atotal cost of $51.7 million to reduce the remaining debt service payments by an
amount of $54.9 million. In addition, certain funds were used to partially fund a decommissioning
trust fund, partially fund a mine reclamation trust fund, and to fund a debt service coverage revolving

fund.
In 2018, M-S-R PPA issued $98,850,000 San Juan Project Bonds, (Series 2018R Bonds) — Spring
2018 (Tax-exempt) which replace outstanding Series 2008L Bonds and refund outstanding Series

2008M Bonds and Series 2008N Bonds.

As of December 31, 2020, M-S-R PPA is scheduled to have the following outstanding debt:

Y ear —
. Coupon Amount of Principal
ssue IsZLe Maturity Rates % | ssue Outstanding
San Juan Subordinate Lien 2018 2019-2022 | 4.00-5.00 $98,850,000 $51,195,000
Revenue Bonds Series 2018R
Total $98,850,000 $51,195,000
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ALPHABETICAL LIST OF EXHIBITS:

EXHIBIT TAB
Asset Capitalization Policy — Resolution No. 2014-06 Adopted August 20, 23
2014 Regarding Asset Capitalization Policy
Baker Tilly Virchow Krause L L P — Engagement of Baker Tilly Virchow 13
Krause LLP as independent accountants dated September 25, 2015
Big Horn Operating Procedur es — Service Schedule A to the Operating 43

Agreement, Amended and Restated Big Horn Operating Procedures,
adopted by the M-S-R PPA Commission November 23, 2012 per Resolution
2012-05

Big Horn |1 Operating Procedur es— Operating Agreement Service 45
Schedule K — Operating and Accounting Procedures For Big Horn |1 Wind
Energy Project adopted by the M-S-R Commission May 18, 2011 pursuant
to Resolution 2011-05

CEOQA Guidelines— Resolution No. 95 — 1, Adopted February 22, 1995, 53
Adopting Guidelines For The Implementation of the California
Environmental Quality Act

Clean Air_Act Allowances— M-S-R Clean Air Act SO2 Allowance Policy 47
Adopted by M-S-R Commission September 28, 2005

Conflict of Interest Code — Conflict of Interest Code for M-S-R Public 21
Power Agency effective July 6, 2016

Coordinator Services— Agreements for M-S-R Coordinator Services by 42

and between M-S-R Public Power Agency and the Modesto Irrigation
District, dated May 28, 1999, September 7, 2004, March 23, 2011 as
amended March 18, 2015, and March 1, 2018.

Counterparty Credit Reporting— M-SR General Manager's 34
administrative directive dated August 6, 2020 regarding Counterparty Creidt

Reporting.

Decommissioning Agreement — San Juan Decommissioning and Trust 37

Funds Agreement Among Public Service Company of New Mexico, Tucson
Electric Power Company, The City of Farmington, New Mexico, M-S-R
Public Power Agency, The Incorporated County of Los Alamos, New
Mexico, Southern California Public Power Authority, City of Anaheim, Utah
Associated Municipal Power Systems, Tri-State Generation and
Transmission Association, Inc., and PNMR Development and Management
Corporation, dated July 31, 2015.

Debt M anagement — Resolution No. 2017-01, Adopted May 17, 2017, 33
Regarding Debt Management Policy

Debt Service Coverage — Resolution No. 2014-07 Adopted September 24, 19
2014 Regarding Calculation of Debt Service Coverage

Debt Service Coverage Revolving Fund — Resolution No. 2016-02 20

Adopted July 20, 2016 Regarding Debt Service Coverage Revolving Fund
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Operating Procedures.

Duncan, Weinberg, Genzer & Pembroke, PC — Legal Services Agreement 6
Between the M-S-R Public Power Agency and Duncan, Weinberg & Miller,
PC dated as of January 17, 1986

Election and Duties of Officers— Resolution No. 2013 — 01 Adopted 2
March 20, 2013 Regarding Election and Duties of Officers
Energy Risk M anagement Policy — Resolution No. 2013 — 06 Adopted 18

October 16, 2013 Regarding Energy Risk Management Policy and Risk
Management Guidelines

Filing of Quarterly Treasurer’'s Reports and Annual Audits — 24
Memorandum Dated November 23, 2015 Regarding Filing of Quarterly
Treasurer’s Reports and Annual Audits

Financial M anagement Committee Bylaws — Resolution No. 2013 — 10 17
Adopted October 16, 2013 Amended and Restarted Rules Of Procedure For
The Financial Management Committee

General Manager Succession Plan — General Manager Succession Plan 15
dated February 19, 2020

I nvestment Policy Guidelines of the M-S-R Public Power Agency 2020 32
(approved by Commission February 19, 2020)

Investment Signatories— Resolution No. 2012 -03 Adopted July 18, 2012 22

Approving Signatories Authorized to Invest M-S-R Public Power Agency
Moniesin the Local Agency Investment Fund and Other Permitted
Investments

Joint Exercise Of Powers Agreement — M-S-R Public Power Agency By 1
And Among the Modesto Irrigation District and the City Of Santa Claraand
the City Of Redding, dated as of April 29, 1980, Amended and Restated as
of November 17, 1982, as amended by Amendment Number 1 to the
Amended and Restated Joint Powers Agreement, dated June 26, 1990, and
by Amendment 2 to the Amended and Restated Joint Exercise of Powers
Agreement, dated January 24, 2006

KBT, LLC —Agreement for Professional Services by and between KBT, 10
LLC and M-S-R Public Power Agency dated September 15, 2010

L & R Workplan — Californiaand Federal Legislative And Regulatory 49
Representative Workplans 2020

Martin Hopper Energy Consulting — Amended and Restated M anagement 14

Services Agreement by and between M-S-R Public Power Agency and
Martin R. Hopper dba Martin Hopper Energy Consulting effective as of,
January 1, 2010 and most recent amendment (Amendment 8)

M eeting Schedules And Posting Of Agendas— Resolution No. 2013 — 05 3
Adopted October 16, 2013 Regarding M eeting Schedules And Procedures
For Posting Of Agendas For The M-S-R PPA Commission

M ontague DeRose — Agreement For Professional Financial Advisor 9
Services by and between M-S-R Public Power Agency, and Montague
DeRose And Associates, LLC, effective January 1, 2010, as amended
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through Amendment No. 2.

Navigant Consulting, Inc. — Agreement for Professional Services by and 11
between Resource Management International, Inc, a wholly-owned
subsidiary of Navigant Consulting, Inc, (nka Navigant, A Guidehouse
Company) dated July 22, 1999, as amended February 7, 2012.

Operating Agreement — Amended and Restated Operating Agreement 41
Between The M-S-R Public Power Agency and the Modesto Irrigation
District, The City of Santa Clara, California, and The City of Redding,
California dated February 1, 1997 with service schedules that may be revised
from timeto time. This agreement superseded the “ Principles for the
Scheduling and Dispatch of the M-S-R Public Power Agency’s San Juan
Project Power,” dated June 20, 1984.

Orrick, Herrington & Sutcliffe L L P — Engagement L etter For Bond 5
Counsal Services Outside a Specific Financing Program Between the M-S-R
Public Power Agency And Orrick, Herrington & Sutcliffe LLP dated as of
May 27, 1997

Payments — Required Form — M-S-R PPA Director’s administrative 26
directive dated June 8, 2007

Payments— L ate — Resolution No. 2018 - 02, Adopted September 19, 2018, 28
Establishing a Policy Regarding Late Payment Policy

Payments— Third Parties — Resolution No. 95 - 3 Adopted April 19, 1995 27
Establishing A Policy For Payments By Third Parties On Behalf Of A
Member To The Agency

Payments — Timely — Resolution No. 2009 — 02 Adopted May 20, 2009 30
Regarding The Timely Payment Of Invoices And Making Certain
Delegations Of Agency

PNW Power Sales Agreement — Second Amended and Restated Pacific 40
Northwest Project Power Sales Agreement dated May 24, 2005 between the
M-S-R Public Power Agency and the Modesto Irrigation District, the City of
Santa Clara, and the City of Redding

Politico Group — Agreement For Professional Services By And Between M- 12
S-R Public Power Agency and Politico Group effective as of January 1, 2013
Porter Simon Professional Corporation — Agreement for Legal 4

Representation between Porter Simon Professional Corporation and M-S-R
Public Power Agency dated as of August 1, 1997

Procurement Policy — Resolution No. 2013 — 08 Adopted October 16, 2013 29
Regarding Procurement Policy

Privacy Statement —Web Site — M-S-R Public Power Agency Revised: 50
July 28, 2010

Real Property Acquisition — Resolution No. 95 — 2, Adopted February 22, 54
1995, Adopting Guidelines For The Acquisition Of Real Property

Reclamation Agreement — Amended and Restated Mine Reclamation and 38

Trust Funds Agreement Among Public Service Company of New Mexico,
Tucson Electric Power Company, The City of Farmington, New Mexico,
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M-S-R Public Power Agency, The Incorporated County of Los Alamos,
New Mexico, Southern California Public Power Authority, City of Anaheim,
Utah Associated Municipal Power Systems, Tri-State Generation and
Transmission Association, Inc., and PNMR Development and Management
Corporation, dated July 31, 2015.

Records Retention — Resolution No. 2013 — 02, Adopted on May 22, 2013, 52
Regarding Retention and/or Destruction of Records
Reimbursement of Support Services — Resolution No. 2013 — 09, Adopted 31

on October 16, 2013, Regarding Reimbursement of Costs of Support
Services Provided By Member Agencies.

Reserves — Resolution No. 2016-04, Adopted November 16, 2016, 27
Regarding Use and Transfers of Reserves and Working Capital
Resour ce Agreements — Service Schedule D to the Operating Agreement, 44

Resource Agreements, adopted by the M-S-R PPA Technical Committee
August 4, 2016

San Juan — Restructuring Amendment — Restructuring Amendment 36
Amending and Restating the Amended And Restated San Juan Project
Participation Agreement Among Public Service Company Of New Mexico,
Tucson Electric Power Company, The City Of Farmington, New Mexico, M-
S-R Public Power Agency, The Incorporated County Of Los Alamos, New
Mexico, Southern California Public Power Authority, City Of Anaheim,
Utah Associated Municipal Power Systems, Tri-State Generation and
Transmission Association, Inc. dated July 31, 2015

Strategic Plan — Annual — M-S-R Public Power Agency Strategic Plan 55
effective January 1, 2021 (approved by Commission September 30, 2020)

Susie Berlin — Legal Services Agreement By and Between Law Offices of 7
Susie Berlin and the M-S-R Public Power Agency dated April 1, 2013

Technical Committee Bylaws — Resolution 2011 — 01 Adopted January 19, 16
2011 Rules Of Procedure For The Technical Committee

Ten-Year Forecast — San Juan Ten-Y ear Forecast and Legacy Liability 39
Funding Status Report, noted and filed by M-S-R Commission February 19,

2020.

Terms of Use Agreement —Web Site Between User and M-S-R Public 51
Power Agency Revised: July 28, 2010

Tucson/San Juan Project Power Sales Agreement dated November 17, 35

1982, as amended August 30, 1999, between the M-S-R Public Power
Agency and the Modesto Irrigation District, the City of Santa Clara, and the
City of Redding

Virtue & Najjar, PC — Engagement Letter Between Virtue & Najjar, PC 8
and the M-S-R Public Power Agency dated April 24, 2019.

Wildfire Mitigation Plans — Resolution 2019-01 Adopted September 18, 48
2019, Regarfing Wildfire Mitigation Plans.

Working Capital Policy — Resolution No. 2020-01, Adopted September 30, 25

2020 Regarding Working Capital Policy
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WREGIS REC Accounting — Policy and Procedure 2009-01, WREGIS 46
REC Accounting and Distribution, dated August 31, 2009
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I.INTRODUCTION

The M-S-R Public Power Agency (M-S-R PPA or Agency) is ajoint powers agency created in 1980
pursuant to Chapter 5 of Division 7 of Title 1 of the Government Code of the State of Californiaand
is governed by a Commission consisting of one representative from each M-S-R PPA Member.
Members of M-S-R PPA include the Modesto Irrigation District and the Cities of Redding and Santa
Clara, California. The Governing Bodies of the Members appoint M-S-R PPA Commissioners and
any Alternates.

A. PURPOSE

M-S-R PPA is empowered to acquire, construct, manage, operate, maintain, and finance projects,

including but not limited to the purchase, generation, transmission or distribution of energy.

M-S-R PPA’s purpose is to maximize the value of its existing assets for the benefit of the Members
and to respond to Member needs where joint action, rather than individual action, is deemed to bein
the Members' best interests. M-S-R PPA is also intended to provide more responsive servicesto its

Members than may be possible from larger or state-wide agencies or associations.

Theinitial project of M-S-R PPA was to develop a geothermal resource. In 1982, the Joint Exercise
of Powers Agreement (JPA) was amended and restated to allow for the development of the San Juan
Project (as further described in § 1V (A) (&) of this manual) which was an undivided interest in an
operating coa unit in New Mexico and supporting utility services from the Tucson Electric Power
Company (TEP). In 1990, Amendment Number 1 to the JPA was approved to alow for the
development of transmission assets for delivery of capacity and energy from the San Juan Project to
California (Southwest Transmission Project or SWTP) beginning in 1995. In 2006, Amendment
Number 2 to the JPA extended the term of the JPA indefinitely, and prohibited termination until all
Agency obligations are satisfied. In 2016, the ownership interestsin the SWTP were sold to the
Southern California Public Power Authority (SCPPA) and the energy generating assets of the San

! Joint Exercise Of Powers Agreement of the M-S-R Public Power Agency By And Among the

Modesto Irrigation District and the City Of Santa Clara and the City Of Redding, dated as of April 29,
1980, Amended and Restated as of November 17, 1982, as amended by Amendment Number 1 to the
Amended and Restated Joint Powers Agreement, dated June 26, 1990, and by Amendment 2 to the
Amended and Restated Joint Exercise of Powers Agreement, dated January 24, 2006.
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Juan Project were sold to the Public Service Company of New Mexico (PNM) in 2017. M-SR
PPA’s remaining obligations related to the San Juan Project include shares of plant decommissioning
cost, mine reclamation cost, and potential environmental liabilities (referred to as “Legacy Liabilities”
and as further described in 8 1V (A) (a) of this manual.

B. RESPONSIBILITY

The Agency is a Californiajoint powers agency created pursuant to the California Government Code

and is subject to Californialaws generally applicable to public agencies, including, but not limited to,

the Ralph M. Brown Act, Public Records Act, Political Reform Act and other conflict of interest

laws. The Agency and its officials must abide by the Conflict of Interest Code adopted by the

California Fair Political Practices Commission for the Agency. M-S-R PPA is governed by its

Commission. The M-S-R PPA Commission meetings are chaired by its President, a Commissioner

who is subject to annual election by the Commission®. Mesetings of the M-S-R PPA Commission zre Author 9/6/20 4:13 PM

normally held on the third Wednesday following the first Monday of the month, pursuant to a Deleted: The
Author 9/6/20 4:13 PM

schedule adopted by the Commission prior to the close of the prior year®. Minutes of Commission
Deleted: meets monthly, generally

|

meetings are taken by the Secretary, who is appointed by the Commission. The Commission may or
may not choose to elect a Vice-President.

C. MANAGEMENT

M-S-R PPA’s General Manager directs Agency activities and reports directly to the M-S-R PPA
Commission. The General Manager oversees the contracts and performance of consultants and
advisors, and coordinates the activities of M-S-R PPA’s standing and any Ad Hoc Committees. The
current M-S-R PPA standing committees are the Technical Committee, the Financial Management

Committee, and the Risk Management Committee.

The office of the General Manager was originally created in 1980 to carry out delegated authorities

assigned by the Commission and was first filled by Modesto Irrigation District (Modesto) staff Author 9/6/20 4:13 PM
Deleted: Adopted

members (Charles S. Viss (1980 — 1987) and Kenneth H. McKinney (1987 — 1996). In 1996 Dennis Author 9/6/20 4:13 PM

Author 9/6/20 4:13 PM

2 Resolution No. 2013 — 01 adopted March 20, 2013 Regarding Election and Duties of Officers. Deleted: Adopted by
3 Resolution No. 2013 — 05 adopted October 16, 2013 Regarding Meeting Schedules And Author 9/6/20 4:13 PM
Procedures For Posting Of Agendas For The M-S-R PPA Commission. Deleted: 19, 2018
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W. DeCuir was engaged as Interim General Manager and was directed to prepare a Strategic Plan for
the Agency and to recruit an independent General Manager. Subsequent General Managers have
been retained by the Commission pursuant to Professional Services Agreements specifying their
duties and as codified in Resolution 2013 — 01 referenced above. The independent General Managers
include William C. Walbridge (1997 — 2003), George F. Fraser (2004 — 2006) and Martin R. Hopper
(2007 — 2008 as M-S-R Director, a position created by the Commission which temporarily had all the

rights, obligations, and authorities of a General Manager and 2008 — Present as General Manager.)

Pursuant to the JPA, the Treasurer and Controller of Modesto are designated to the same positions for
the Agency. The Modesto Board of Directors determines the charges made for such services, with

concurrence of the Agency, as provided under California Law.

Legal services for the Agency are furnished by independent providers including General Counsel,
Bond Counsel, FERC Counsel, California Regulatory Counsel, BPA Counsel and local counsel as
required. Incumbent providers include:

. General Counsel: In August 1997, M-S-R PPA entered into an agreement with
Porter Simon, Professional Corporation to provide independent General Counsel services
to the Agency.* This agreement may be terminated at-will by the Agency.

. Bond Counsel: In May 1997, M-S-R PPA entered into its current agreement
with Orrick, Herrington & Sutcliffe, LLP for Bond Counsel services.® This agreement
may be terminated at-will by the Agency.

. FERC Counsel: In January 1986, M-S-R PPA entered into alegal services agreement
with Duncan, Weinberg & Miller, PC, now known as Duncan, Weinberg, Genzer &
Pembroke, PC, for FERC Counsel services.® This agreement may be terminated at-will
by the Agency.

. California Regulatory Counsel: In April 2013, M-S-R PPA entered into a Legal Services

Agreement with Law Offices of Susie Berlin, as successor to McCarthy and Berlin LLP,

4 Agreement for Legal Representation between Porter Simon Professional Corporation and M-S-R

Public Power Agency dated as of August 1, 1997.
5

Engagement Letter For Bond Counsel Services Outside a Specific Financing Program Between Author 9/6/20 4:13 PM
the M-S-R Public Power Agency And Orrick, Herrington & Sutcliffe LLP dated as of May 27, 1997.

6

Legal Services Agreement Between the M-S-R Public Power Agency and Duncan, Weinberg & Author 9/6/20 4:13 PM
Miller, PC dated as of January 17, 1986. Deleted: 19, 2018

| Commission Review Draft -6- September 30, 2020




for Californiaregulatory counsel services.” This agreement may be terminated at-will by
the Agency.

. BPA Counsel: BPA Counsel services are provided by Duncan, Weinberg, Genzer &
Pembroke, PC, who also act as FERC Counsel pursuant to their existing Legal Services
Agreement as referenced above.

. New Mexico Counsel: InApril 2019, M-S-R PPA entered into an Engagement L etter

with Virtue & Naijar, PC, for New Mexico counsel services® This agreement may be

terminated at-will by the Agency.

Professional consulting, advisory and auditing services are furnished by independent providers
including Financial Advisor, General Consultants, California L egislative Advocacy, and Financial

Auditor as required. Incumbent providers include:

. Financial Advisor: In December 2009, M-S-R PPA entered into an agreement with
Montague DeRose and Associates, LLC (Montague DeRose) for Financial Advisor
Services. Asamended and extended, the term of this agreement is through December
31, 2018 with three optional annual renewals available through December 31, 2021°% In

July 2016 this agreement was further amended to add certain disclosures and
acknowledgements as provided by law.

. General Consultant: In September 2010, M-S-R PPA entered into an agreement with
KBT, LLC (KBT) for the purpose of securing General Consulting services®. M-SR
PPA has KBT available to perform specific tasks as assigned by the General Manager
regarding generation, transmission, renewable energy, and administrative services. The
term of this agreement is open-ended but can be terminated upon 30 days notice.

. General Consultant:  In July 1999, M-S-R PPA entered into an agreement with

‘ Resource Management International, Inc, (nka Navigant, A Guidehouse Company) as

7 Legal Services Agreement By and Between Law Offices of Susie Berlin and the M-S-R Public

Power Agency dated April 1, 2013.

8 Engagement Letter Between Virtue & Najjar, PC and the M-S-R Public Power Agency dated
April 24, 2019.
9

Agreement For Professional Financial Advisor Services by and between M-S-R Public Power
Agency, and Montague DeRose And Associates, LLC, effective January 1, 2010, as amended through
Amendment No. 2.

L Agreement for Professional Services by and between KBT, LLC and M-S-R Public Power
Agency dated September 15, 2010.
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amended™, for the purpose of securing General Consulting services. M-S-R PPA has

Navigant available to perform specific tasks as assigned by the General Manager Author 9/6/20 4:13 PM
regarding generation, transmission, renewable energy, and administrative services. The Deleted: NCI

term of this agreement is open-ended but can be terminated upon 30 days notice.
. Cadlifornia L egislative Advocacy: In January 2013, M-S-R entered into a

Professional Services Agreement with Politico Group for Californialegislative advocacy
services as directed by the General Manager regarding generation, transmission, and

renewable energy issues'2. This agreement may be terminated upon 30 days notice. Author 9/6/20 4:13 PM
Services under this agreement were suspended May 31, 2020 due to the COVID-19 Deleted: The term of

demi d be restarted in the fut d dent the A 's need Author 9/6/20 4:13 PM
pandemic and may beyestarted in the future dependent on the Agency’s needs. Deleted: has been extended through

. Financial Auditor: Effective November 18, 2015, M-S-R PPA entered into an December
. . . Author 9/6/20 4:13 PM

agreement with Baker Tilly Virchow Krause KBT, LLP (BT-VK) for the purpose of
securing Financial Audit services™. M-S-R PPA has BT-VK available to prepare
financial statements and to perform annual audits under the review of the Commission. Deleted: terminated upon 30 days notice.

This agreement provides for afixed price for audit services through the completion of the
audit for the Agency’ sfiscal year ending December 31, 2019 and for two optional

extensions through fiscal years ending December 31, 2021.

Author 9/6/20 4:13 PM
Deleted: awholly-owned subsidiary of
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Agreement for Professional Services by and between Resource Management International, Inc, Author 9/6/20 4:13 PM
[nka Navigant, A Guidehouse Company) dated July 22, 1999, as amended February 7, 2012.
. Agreement For Professional Services By And Between M-S-R Public Power Agency and Palitico Author 9/6/20 4:13 PM
Group effective as of January 1, 2013.
Engagement of Baker Tilly Virchow Krause LLP as independent accountants dated September Author 9/6/20 4:13 PM
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M-S-R PPA ORGANIZATION CHART (As OF SEPTEMBER 30, 2020):

M-S-R Public Power Agency Organization Chart
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I1. ORGANIZATION AND AUTHORITIES

The JPA organizes the Agency as described in the previous section to provide for governance,
management, and conduct of M-S-R PPA’s activities. All financial decisions are made by the
Commission, except for those specifically delegated to the General Manager. Policy direction is
provided by the M-S-R PPA Commission. Policy is further provided in the Annual Strategic Plan,
which is updated by the Technical Committee and adopted by the Commission on an annual basis.

A. M-SR PPA PRESIDENT

The M-S-R PPA President, as specified in Resolution 2013 — 01, Election and Duties of Officers,
shall preside at all meetings of the Commission when he or sheis present, cause an agenda to be
prepared and distributed by the General Manager in advance of the meeting, which shall list each item
of business or correspondence to come before the meeting insofar asis known, may act as an official
spokesman of the Agency at the direction of the Commission, make all appointments except as
otherwise provided, execute contracts on behalf of the Agency when authorized by the Commission

and perform such other duties as are assigned to him or her from time to time by the Commission.

B. M-SR PPA VICE PRESIDENT

The Vice-President performs the duties of the President in the absence or disability of the President.

C. GENERAL MANAGER

The Commission has assigned the General Manager certain dutiesto carry out on behalf of the

‘ Agency as enumerated in Resolution 2013 - 01 and specified in the Management Services TTERTEEET]
Agreement.* The General Manager chairs certain standing committees. The General Manager Deleted: his Professional

maintains the authority to act within Commission direction and policy contained within the Annual
‘ Strategic Plan, The General Manager has also been designated as a Special Agent of the Agency. Author 9/6/20 4:13 PM

Deleted: in carrying out his duties

Author 9/6/20 4:13 PM

14
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The General Manager Succession Plan™ addresses continuity and secession options for all General

Manager activities under three distinct circumstances.

1. Temporary or Short-Term Absence of General Manager
2. Unplanned Absence of General Manager
3. Retirement of General Manager.

D. SECRETARY

The Secretary keeps the minutes and files of the Agency, authenticates its acts and keeps a correct roll
of each member of the Commission, and his or her alternate. The Assistant Secretary shall perform
the clerical duties of the office, and shall act as Secretary in the absence or disability of the Secretary.
The Commission appointed the General Counsel as Secretary and the General Manager or his or her
designee as Assistant Secretary. Their respective duties are also set forth in Resolution 2013-01.

E. M-SR PPA COMMITTEES

There are presently three active standing M-S-R PPA Committees:
. Technical Committee
. Financial Management Committee

. Risk Management Committee

In 2011, the Commission instructed the General Manager to abolish previous committees created by
the General Manager and established the Technical and Financial Management Committees. These
Committees are subject to and will comply with the Ralph M. Brown Act. The Commission adopted
Rules of Procedures for both Committees that are structured similarly.’® ¥  Neither Committee shall
have any officers. The General Manager shall preside over and cause minutes to be prepared of each
meeting. The General Manager will coordinate the efforts of Members providing services to the

Committees and shall oversee the support provided by General Counsel and any contractors also

providing services to the Agency. AR R
Deleted: Adopted

Author 9/6/20 4:13 PM
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The duties of the Technical Committee include, but are not limited to: 1) annually recommend afive-
year strategic plan for the Agency; 2) review proposals for the acquisition or divesture of resources;
3) recommend modifications of arrangements supporting the management or operation of resources,
4) review individual Member issues with the Agency brought to the attention of the Technical
Committee for discussion and potential resolution; 5) review and develop strategies for complying
with regulatory issues and other externalities; 6) review the technical aspects of legal action, whether
current, pending, or under consideration; and 7) address other issues that may be specifically assigned
by the Commission.

The duties of the Financial Management Committee include, but are not limited to: 1) review and
consideration of candidates for Financial Advisor; 2) review and consideration of candidates for Bond
Counsel; 3) coordinate with the Financial Advisor and Bond Counsel to the extent necessary; 4)
review of proposals for the financial products that may be solicited or unsolicited that may be
beneficial to the financial management of the Agency; 5) recommend modifications of arrangements
supporting the financial management of assets; 6) implement the Risk Management Policy and
communicate risk management issues to the Commission together with the General Manager, oversee
the Risk Management Committee together with the General Manager, and oversee the activities of the
Coordinator Services Coordinator together with the General Manager; 7) review individual Member
issues with the Agency brought to the attention of the Financial Management Committee for
discussion and potential resolution; 8) review and develop strategies for complying with financial
management issues and other externalities; 9) review the financial aspects of legal action, whether
current, pending, or under consideration; and 10) address other issues that may be specifically
assigned by the Commission. These duties are reiterated in the Agency’ s Debt Management Policy
adopted May 17, 2017 as referenced in Section 111 (H).

The Risk Management Committee was established by the Commission with the adoption of the
Energy Risk Management Policy and Risk Management Committee Guidelines™. This Committeeis
subject to and will comply with the Ralph M. Brown Act. The duties of the Risk Management
Committee include, but are not limited to: 1) establish the processes and frequency for measuring,

monitoring, and reporting the business risks that are within the scope of the Risk Management Policy, T OERTEEE]

Deleted: Adopted by
18

Resolution No. 2013-06 Adopted October 16, 2013 Regarding Energy Risk Management Policy Author 9/6/20 4:13 PM
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2) approve al methodologies used in risk measurement, 3) monitor the Coordinator Services
Contractor (whose duties and authorities are described in Section IV (A) of this Policy Manual)
compliance with the Risk Management Guidelines, 4) present reports to the General Manager and
Financial Management Committee detailing risk management activity, 5) perform an annual review
of the Risk Management Committee Guidelines to maintain procedures and limits appropriate with
the business activities of the Agency, 6) establish Risk Management Committee meeting procedures,
7) meet no less frequently than annually, 8) review transaction and risk reports.

F. FISCAL AUTHORIZATION

The M-S-R PPA Commission approval of the annual budget and strategic plan for afiscal year isthe
authorization for the conduct of all activitiesincluded in the annual budget. Pursuant to Section 2.2 of
the Joint Exercise of Powers Agreement of the M-S-R Public Power Agency, the Members pay for
the costs associated with the operation of the Agency and are entitled to al rights and property of the
Agency in the following portions: Modesto 50%; Santa Clara 35%; and Redding 15%. Project
Agreements or unanimously adopted resolutions may provide for differing allocations of costs.
Typically, all work for the Agency isroutine in nature. If additional outside assistance is required of
legal counsel or consultants or can be provided by Member staff, particularly if such work is outside
the annual budget limits, the General Manager will consult with the appropriate standing committee
to assess support for a Task Order to complete such work and will seek authorization from the
Commission if the level of effort is deemed by the General Manager to be of significant magnitude to

warrant a budget modification or augmentation.

Work elements are defined in the annual strategic plan that informs the approved budget. M ost
activities are described, known ahead of time, and are repetitive (e.g. preparation for and support of
the meetings of M-S-R PPA Committees and the Commission). Thus, no additional authorization is

required to perform such activities.

The Agency has also covenanted to collect sufficient funds to meet all its obligations and to meet the
debt service coverage requirementsin its Bond Indentures and the annual budget must be so set by the

M-S-R PPA Commission. Procedures for the calculation of debt service coverage have been reviewed
Author 9/6/20 4:13 PM
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by Bond Counsel and adopted by the Commission.” In 2016 the Agency created a Debt Service
Coverage Revolving Fund to assure maintenance of debt service coverage through the remaining life
of San Juan Project Bonds®.

G. CONFLICT OF INTEREST PoLIcy

The Political Reform Act (Government Code Section 81000, et seq.) requires state and local
government agencies to adopt and promulgate conflict of interest codes. The M-S-R PPA Conflict of
Interest Code was most recently updated in 2016 and was approved by the California Fair Political
Practices Commission effective July 6, 20167

19 Resolution No. 2014-07 adopted September 24, 2014 Regarding Calculation of Debt Service
Coverage.

Resolution No. 2016-02 adopted July 20, 2016 yegarding Debt Service Coverage Revolving Fund
Operating Procedures.
2 Conflict of Interest Code for M-S-R Public Power Agency effective July 6, 2016.
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111. TREASURER/CONTROLLER FUNCTIONS, BUDGET DEVELOPMENT, THE
INVOICE APPROVAL PROCESS, REIMBURSEMENT AND INVESTMENT POLICIES.

This section of the manual outlines various actions and activities undertaken by PPA’s
Treasurer/Controller. Also discussed herein are authorities related to the annual budget and strategic
plan development processes, as well asinvoice approval controls used by Controller staff and Agency
expense policies.

A. TREASURER AND CONTROLLER

The positions of Treasurer and Controller are designated by the JPA as those persons responsible for
the financial management of the Agency, aswell as all other property the Agency may own or
control. The Treasurer and Controller of the Modesto Irrigation District serve as Treasurer and
Controller for the Agency. The Treasurer and Controller, and Assistant Treasurer(s) and Assistant

Controller(s) remain until afuture designation by the Modesto Irrigation District.

The Treasurer and Controller are responsible for the payment of Commission and/or General
Manager-approved expenditures and payments in accordance with the Agency’s Invoice Approval
Procedure described below. The Treasurer and Controller are also authorized to withdraw moneys
from the Agency’ s funds and accounts.? The Treasurer and Controller cause the preparation of the
Agency’s accounts and records in accordance with the latest accounting rules promulgated by the
Government Accounting Standards Board (GA SB) for recording financial transactions by
government agencies. In the absence of GASB accounting rules, the Agency is required to follow
Financia Accounting Standards Board (FASB) accounting rules to record accounting transactions.
An Asset Capitalization Policy has been adopted to provide guidance to the Controller in making
determinations as to whether certain expenditures should be charged to utility plant or to expense.”®

Pursuant to Government Code Section 6505(€) and the directives of the General Manager, the

Treasurer causes the preparation of monthly Treasurer’s Reports for presentation to the Commission

Resolution No. 2012-03 adopted July 18, 2012 Approving Signatories Authorized to Invest
M-S-R Public Power Agency Moniesin the Local Agency Investment Fund and Other Permitted
Investments.

Resolution No. 2014-06 adopted August 20, 2014 Regarding Asset Capitalization Policy.
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at each of its regular meetings®. Pursuant to Government Code Sections 6505(b) and 26909(a)(2) and
Section 17.2 of the M-S-R PPA Joint Power Agreement, the Controller shall cause the annual audits
of the accounts and records of the Agency to be prepared and filed with the Bond Trustee, the State

Controller and the Stanislaus County Auditor.

B. WORKING CAPITAL AND MEMBER PAYMENTS

JThe Agency maintains a Strategic Reserve should be composed of five tranches, Operating Reserves Author 9/6/20 4:13 PM
pertaining to Administrative and General Budgets, Purchase Power, and San Juan Fixed Expenses; Deleted: To allow the Agency to invoice the
o o ) ) o Members monthly for actual generation and

and Legacy Liabilities Reserves pertaining to Mine Reclamation, and San Juan Decommissioning. variable costs incurred in the prior month and

. % ) not utilize estimated invoices billed in advance
Minimum reserve |evels and target reserve |evels are recommended for each tranche.”” The Strategic of expenditures, the
Reserve subsumes the former Member Cash Call Reserve Account (MCCRA) but maintains the Author 9/6/20 4:13 PM

. . o . Deleted: nominal 60-day working capital
Reserve and Contingency (R& C) Fund as required by the Indenture within the San Juan Fixed reservein its
Expenses Operating Reserve. The Strategic Reserve also allows the Agency to invoice the Members Author 9/6/20 4:13 PM
; . ] ] ) B ] Deleted: Fund.® The Agency also has

monthly for actual generation and variable costs incurred in the prior month and not utilize estimated created a

Author 9/6/20 4:13 PM

invoices billed in advance of expenditures. The Strategic Reserve may also provide funds for
Deleted: whereby funds

unexpected operation and maintenance expenses, repair costs, capital improvements, replacements, or Author 9/6/20 413 PM

betterments related to M-S-R Projects formerly addressed by the MCCRA. Status of the Strategic
the Commission

Reserve is reviewed on an annual basis as part of the preparation of the Annual Budget. Author 9/6/20 4:13 PM

Deleted: , and to reduce debt or make debt
service payments.? The

The Agency’sfixed costs, including Debt Service payments are invoiced monthly at one-twelfth of
the total amounts adopted in the Annual Budget and trued-up after the close of the fiscal year.

Author 9/6/20 4:13 PM
Member’s invoice payments are made by wire transfer or electronic equivalent pursuant to a policy Deleted: Working capital requirements are

. . . . . - . reviewed on an annual basis as part of the
previously implemented for M-S-R PPA on the basis of administrative efficiency.”® The Commission preparation of the Annual Budg';. Member

|

‘has adopted a policy specifying the procedures for payments made by a third party on behalf of a Author 9/6/20 4:13 PM

. . . . Deleted: In 2016, the Commission adopted a
Member® and a policy harmonizing the late payment provisions of the Tucson/San Juan Project policy designating various uses and trans'?ers of
31 reserves and working capital related to the

' payment of existing and potential San Juan
Project Legacy Liabilities.®
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Memorandum Dated November 23, 2015 Regarding Filing of Quarterly Treasurer’s Reports and
Annual Audits Author 9/6/20 4:13 PM
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C. M-SR PPA ANNUAL BUDGETS

Thefiscal year for both M-S-R PPA and Modesto budgets are January 1 through December 31.
However, the fiscal year for both the Cities of Santa Clara and Redding budgets are July 1 through
June 30. As requested by the Members, two-year rolling budgets for the Agency are prepared

annually. Thefirst-year budget isformally adopted and the second-year budget isadvisory only. As

Author 9/6/20 4:13 PM
| Deleted: To meet

discussed in Section I, the M-S-R PPA Annual Budget is the authorization for the conduct of al
Agency activities.

D. PROCUREMENT PoLICY

Although the Agency does not typically engage in public works or procure goods on behalf of its
Members, as specified in Resolution 2013-08% it is the policy of the Agency to make competitive
procurements and retain highly qualified professional service providersin the best interests of its

Members.

E. INVOICE APPROVAL PROCESS

As specified in Resolution 2009-02,% all invoices, bills, demands, and claims upon the Agency are
paid by the Treasurer on the recommendation of the General Manager or President or their respective
designees and on the review of the Controller or his respective designees. At each regular meeting of
the Commission of the M-S-R PPA, the Treasurer makes areport of all invoices, bills, demands, and

claims paid since the prior regular meeting of the Commission.

F. REIMBURSEMENT POLICIES

As specified in Resolution 2013-09,* M-S-R PPA adopted a policy by which the Agency reimburses

its Members for actual costs incurred when they provide support services to the Agency at the

32
33

Resolution No. 2013-08, adopted October 16, 2013, regarding Procurement Policy.

Resolution No. 2009-02, adopted May 20, 2009, Regarding The Timely Payment Of Invoices

Qnd Making Certain Delegations Of Agency

Resolution No. 2013-09, adopted on October 16, 2013, Regarding Reimbursement of Costs of

Support Services Provided By Member Agencies.
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direction of the General Manager.
G. INVESTMENT POLICIES

M-S-R PPA maintains an Investment Policy pertaining to the funds of the Agency in conformance
with Title 5, Division 2, Part 1, Chapter 4 of the California Government Code, commencing with

Section 53600, which is annually reviewed and adopted by motion of the Commission.®
H. DEBT MANAGEMENT PoLICY

On May 17, 2017, the M-S-R PPA Commission established a Debt Management Policy™ in
compliance with Government Code Section 8855(i). The purpose of this policy isto:
= Maintain asound financial position.
= Ensure flexibility to respond to changes in future service priorities, revenue levels, and
operating expenses.
= Protect credit-worthiness.
» Ensurethat all debt is structured in order to protect both current and future wholesale
customers and ratepayers of M-S-R PPA’s Members.
= Ensurethat the debt is consistent with M-S-R PPA’ s planning goals and objectives, capital
improvement program and/or budget, as applicable.
Due to the issuance of the San Juan Project Revenue Bonds Series 2018R on June 12, 2018, the
Agency isrequired to issue an annual debt transparency report pursuant to Government Code Section
8855(k) commencing on or before January 31, 2019.

I. COUNTERPARTY CREDIT REPORTING
The Agency has counterparty risk associated with the Big Horn Wind Energy Projects. By directive
of the General Manager dated August 8, 2020, the Authority has adopted jointly with M-S-R EA a Deleted: 2018
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Counter Party Reporting Policy™” whereby the M-S-R EA and M-S-R PPA Treasurer will provide

quarterly credit updates to the Members and will report credit events as they may occur.

Author 9/6/20 4:13 PM
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IV.OTHER M-SR PPA PROJECTS, POLICIES & PROCEDURES
A. M-SR PPA PROJECTSAND RELATED OPERATING PROCEDURES
a. SAN JUAN PROJECT:

The San Juan Project originally included a 28.8% Ownership Interest (approximately 146 MW) in Author 9/6/20 4:13 PM
Unit 4 of the San Juan Generating Station (SJGS) and related services provided by TEP. The Deleted:

Members' rights and obligations pertaining to the San Juan Project are specified in the Tucson/San

Juan Project Power Sales Agreement.® Pursuant to the San Juan Project Restructuring Agreement™
M-S-R PPA divested this Ownership Interest effective December 31, 2017 and no longer receives
electric energy or capacity from the San Juan Generating Station. M-S-R PPA’s remaining
obligations related to the San Juan Project are described as “Legacy Liabilities” and in general are
governed by the Restructuring Agreements. Particular obligations related to plant decommissioning
expense are further addressed in the Decommissioning Agreement.”’ Particular obligations related to
mine reclamation expense are further addressed in the Reclamation Agreement™. Particular
obligations related to potential environmental liabilities are addressed in the Restructuring
Agreements. For a history of the operating phase of the San Juan Phase see Section V. (J) Past

*® Tucson/San Juan Project Power Sales Agreement dated November 17, 1982, as amended August
30, 1999, between the M-S-R Public Power Agency and the Modesto Irrigation District, the City of Santa
Clara, and the City of Redding.

% San Juan Project Restructuring Agreement Among Public Service Company Of New Mexico,
Tucson Electric Power Company, The City Of Farmington, New Mexico, M-S-R Public Power Agency,
The Incorporated County Of Los Alamos, New Mexico, Southern California Public Power Authority,
City Of Anaheim, Utah Associated Municipal Power Systems, Tri-State Generation and Transmission
Association, Inc. and PNMR Development and Management Corporation dated July 31, 2015.

4 San Juan Decommissioning and Trust Funds Agreement Among Public Service Company of New
Mexico, Tucson Electric Power Company, The City of Farmington, New Mexico, M-S-R Public Power
Agency, The Incorporated County of Los Alamos, New Mexico, Southern California Public Power
Authority, City of Anaheim, Utah Associated Municipal Power Systems, Tri-State Generation and
Transmission Association, Inc., and PNMR Development and Management Corporation, dated July 31,
2015.

“ Amended and Restated Mine Reclamation and Trust Funds Agreement Among Public Service
Company of New Mexico, Tucson Electric Power Company, The City of Farmington, New Mexico, M-S-
R Public Power Agency, The Incorporated County of Los Alamos, New Mexico, Southern California

Public Power Authority, City of Anaheim, Utah Associated Municipal Power Systems, Tri-State Author 9/6/20 4:13 PM
Generation and Transmission Association, Inc., and PNMR Development and Management Corporation,

dated July 31, 2015. Author 9/6/20 4:13 PM
Deleted: 19, 2018
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Projects, San Juan Generating Station (Operating Phase.)

The oversight committees established pursuant to these agreements and representatives assigned by
the Agency are shown in the Organization Chart on page 9. An annual forecast of Agency
expenditures for the San Juan Project is provided in the San Juan Ten-Y ear Forecast and Legacy
Liability Funding Status Report, which is prepared by the Technical Committee and reviewed by the

Commission.*

b. PACIFIC NORTHWEST PROJECT

The Pacific Northwest Project currently consists of power sales agreements with subsidiaries of
Avangrid Renewables, Inc. (Avangrid) for energy (249.5 MW installed capacity) and renewable
energy credits (RECs) from the Big Horn | and Big Horn I Wind Energy Projects located near
Bickelton, Washington as delivered to the Members at the California-Oregon Border. The Members
rights and obligations pertaining to the Pacific Northwest Project are specified in the Pacific
Northwest Project Power Sales Agreement.®

Cc. OPERATING AGREEMENT AND M-S-R COORDINATOR

The Amended and Restated Operating Agreement* (Operating Agreement) details how M-S-R PPA
will perform the power scheduling, accounting, marketing, coordination and dispatching functions
associated with M-S-R PPA resources on behalf of the Members and the Members’ responsibilities to
M-S-R PPA for the purposes of the foundational agreements for San Juan Project (including the
Southwest Transmission Project) and Pacific Northwest Project. Management of the Service
Schedules to the Operating Procedures is conducted by Member representatives pursuant to Section
25 of the Operating Agreement, such representatives constituting the M-S-R PPA Technical

a San Juan Ten-Y ear Forecast and Legacy Liability Funding Status Report, noted and filed by the

| M-SR Commission February 19, 2020.
8 Second Amended and Restated Pacific Northwest Project Power Sales Agreement dated May 24,
2005 between the M-S-R Public Power Agency and the Modesto Irrigation District, the City of Santa
Clara, and the City of Redding.
a4 Amended and Restated Operating Agreement Between The M-S-R Public Power Agency and the
Modesto Irrigation District, The City of Santa Clara, California, and The City of Redding, California
dated February 1, 1997 with service schedules that may be revised from time to time. This agreement
superseded the “Principles for the Scheduling and Dispatch of the M-S-R Public Power Agency’s San
Juan Project Power,” dated June 20, 1984.

| Commission Review Draft -21- September 30, 2020

Author 9/6/20 4:13 PM
Deleted: January 24, 2018.

Author 9/6/20 4:13 PM
Deleted: Adopted by

Author 9/6/20 4:13 PM
Deleted: 19, 2018




Committee.

The Operating Agreement creates the position of M-S-R Coordinator, the functions of which were
initially performed by Modesto. As the necessary functions of Coordinator expanded, the Members
decided to formalize the duties through a services contract. After a competitive bid process, Modesto
was awarded the initial contract and has served as Coordinator continuously ever since.® The
Coordinator is authorized to enter into transactions on behalf of M-S-R PPA, if requested by a
Member for that Member’s account, or to unilaterally enter into transactions on behalf of M-S-R
PPA, in case aMember fails to meet its obligations.

Specific Service Schedules to the Operating Agreement apply to each of the Projects (or special
aspects thereof) and are modified as necessary to accommodate the needs of the projects. Several of
these Service Schedules became unnecessary with the divestiture of the San Juan assets as was the
case with some Service Schedules associated with the SWTP.

i. Operating Agreement Service Schedule A — Big Horn Wind Energy Project.

Service Schedule A applies to the amended and restated accounting procedures for the
Big Horn Energy Wind Project.® Big Horn is a199.5 MW facility comprised of 133 1.5

MW wind machines with the output shared between the Members 12.5%/52.5%/35%.
M-S-R PPA pays for two services: 1) the production of energy at the site, and 2) the Deleted: 53

shaping and firm delivery of energy to the California-Oregon Border. Because energy

scheduling is performed in whole megawatts, Appendix A was developed to allocated
energy based upon the actual deliveriesto M-S-R PPA made by Avangrid. Asthis
project was developed in two phases with different pricing structures, Appendix B
develops the hybrid pricing algorithm for the sharing of energy costs. Appendix D
provides the timing associated with the receipt and payment of monthly energy invoices.
Appendix F provides the timing associated with the receipt and payment of the monthly

firming and shaping invoice. ARl
9 aping ’ Deleted: ,

Author 9/6/20 4:13 PM

* Agreements for M-S-R Coordinator Services by and between M-S-R Public Power Agency and is through March 31, 2021.

the Modesto Irrigation District, dated May 28, 1999, September 7, 2004, March 23, 2011 as amended Author 9/6/20 4:13 PM

March 18, 2015, and March 1, 2018.,
a6 Amended and Restated Service Schedule A to the Operating Agreement, Big Horn Operating Author 9/6/20 4:13 PM

Procedures, adopted by the M-S-R PPA Commission November 18, 2006. Deleted: 19, 2018

| Commission Review Draft -22- September 30, 2020



Vi.

Vii.

viii.

Xi.

Operating Agreement Service Schedule B — Reserved.

Service Schedule B was terminated March 8, 2018.
Operating Agreement Service Schedule C — Reserved.

Service Schedule C was terminated August 4, 2016.
Operating Agreement Service Schedule D — Resource Agreements.

Service Schedule D listed various economy energy agreements held by M-S-R
PPA with utilitiesin the Southwest.” As of September 2018, only the WSPP
agreement remains.

Operating Agreement Service Schedule E — Reserved.

Service Schedule E was terminated March 8, 2018.
Operating Agreement Service Schedule F — Reserved.

Service Schedule F was terminated March 8, 2018.
Operating Agreement Service Schedule G — Reserved.

Service Schedule G was terminated March 8, 2018.
Operating Agreement Service Schedule H — Reserved.

Service Schedule H was terminated August 4, 2016.
Operating Agreement Service Schedule | — Reserved.

Service Schedule | was terminated August 4, 2016.
Operating Agreement Service Schedule J— Reserved.

Service Schedule Jwas terminated March 8, 2018.
Operating Agreement Service Schedule K — Operating and Accounting Procedures For
Big Horn 1l Wind Energy Project.

Service Schedule K provides operating and accounting procedures for the Big Horn 11
Wind Project.® Big Horn Il isa50 MW facility comprised of 25 - 2.0 MW wind

47

Service Schedule D to the Operating Agreement, Resource Agreements, adopted by the M-S-R

PPA Technical Committee March 8, 2018.
Operating Agreement Service Schedule K — Operating and Accounting Procedures For Big Horn
Il Wind Energy Project adopted by the M-S-R Commission May 18, 2011 pursuant to Resolution 2011-

05.
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machines with the output shared between the Members 65%/35%/0%. M-S-R PPA pays
for two services: 1) the production of energy at the site, and 2) the redelivery of fixed
and variable energy to the California-Oregon Border. Because energy scheduling is
performed in whole megawatts, Appendix A was developed to allocated energy based
upon the actual deliveriesto M-S-R PPA made by Avangrid. Appendix B develops the
pricing agorithm for the sharing of energy costs. Appendix C shows a computation of
Member Pricing. Appendix D provides the timing associated with the receipt and
payment of monthly firm energy invoices. Appendix E provides the timing associated
with the receipt and payment of monthly variable energy invoices. Appendix F provides
the timing associated with the receipt and payment of the monthly firming and shaping

invoice.
B. ENVIRONMENTAL COMMODITIES
a. RENEWABLE ENERGY CREDITS (WREGISRECS)

In addition to the wind energy received from the Avangrid subsidiaries operating the Big Horn and
Big Horn Il Wind Projects, M-S-R PPA also receivestitle to all associated environmental
commodities including Renewable Energy Credits (RECs). One MW of eligible renewable energy
created trandlates into one REC. RECs are used by the Members, among other purposes, to meet their
Renewable Portfolio Standard (RPS) requirements pursuant to CaliforniaLaw. M-S-R PPA receives
the RECs from Avangrid, M-S-R PPA then allocates these RECs to the Members in proportion to the
energy produced from the wind projects. RECs are accounted for and tracked in the Western
Renewable Energy Generation Information System (WREGIS) and retired according to the
requirements of the California Air Resources Board and California Energy Commission. M-S-R PPA
has created a special Policy and Procedure No. 2009-01 to formalize the accounting and distribution
of WREGIS RECs.*

Author 9/6/20 4:13 PM
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b. CLEANAIRACT ALLOWANCES

Consistent with the Clean Air Act of 1990, the U.S. Environmental Protection Agency (EPA) enacted
arequirement that SO, emitting plants be limited in their emissions. In addition, for each emitting
source, the owner or operator needed to specify a Designated Representative (DR) to fulfill reporting
requirements and be liable for violations. PNM as San Juan Generating Station Operating Agent
provided the DR and Alternative Designated Representative (ADR) pursuant to an agreement.

As part of the Clean Air Act program, the San Juan Generating Station was awarded with an annual
base number of SO, allowances that, pursuant to formula, represent an average operating year. With
the construction and operation of the Limestone-Forced Oxidation (L SFO) Project, SIGS greatly
reduced its emissions of SO,, leaving a growing balance of unretired allowances that could be sold on
open market. Pursuant to a Policy adopted by motion of the M-S-R PPA Commission September 28,
2005, M-S-R PPA sold alimited quantity of these allowances until the market for SO, allowances
virtually collapsed. Allowancesremaining in PNM’s account after the divestiture of the Agency’s
operating interest in SJGS have been transferred to the Members for their future use.

C. WILDFIRE MITIGATION PLANS

On September 24, 2016, California Senate Bill (SB) 1028 was signed into law and requires electric
utilities to annually publish awildfire mitigation plan. On September 18, 2019, the M-S-R PPA

Commission established a process to prepare a Wildfire Mitigation Plan® if and when the Agency

owns or operates qualifying facilities under SB 1028.

D. M-SR PPA LEGISLATIVE PROGRAM

The primary goal of M-S-R PPA’s Legislative and Regulatory Program is to preserve and enhance the
value of M-S-R PPA assets. These assets included the San Juan Project, the Southwest Transmission
Project and include the Big Horn Wind Energy Projects. M-S-R PPA only takes positions on those
bills and regulatory matters directly affecting M-S-R PPA resources or duties to its Members. M-S-R
PPA may also, by request of the Members, take positions on bills of common interest to the entire M-

50

2005.
| 51

M-S-R Clean Air Act SO, Allowance Policy Adopted by M-S-R Commission September 28,

Resolution No. 2019-01, adopted September 18, 2019, Regarding Wildfire Mitigation Plans.
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S-R PPA membership. Legislative and Regulatory Workplans, for both State and Federal levels, set
forth the Agency’ s issues and objectives for the current year and are updated as needed.*

E. WEBSITE ACCESSAND POSTING OF PUBLIC DOCUMENTS

M-S-R PPA maintains awebsite at www.msrpower.org. Its purpose is to provide basic information
on the Agency and its projects, provide contact information, and to post notices and information as
required by the California Government Code and Agency Policy. On October 11, 2015, California SB

Author 9/6/20 4:13 PM

Deleted: , PuBLIC RECORDS REQUEST,
PHOTOCOPY PoLIcY,

272 was signed into law and requires local agencies to publish alist of “enterprise” systems on their

websites. By motions of the Commission, M-S-R PPA has adopted a Privacy Statement™ and Terms

of Use Agreement™ applicable to users of the website.

M-S-R PPA posts agendas and notices of public meetings at http://msrpower.org/Documents.aspx as

required in the California Government Code and the previously referenced Resolution 2013-04
Regarding Meeting Schedules And Procedures For Posting Of Agendas For The M-S-R PPA

Commission. M-S-R PPA may other information relevant to the conduct of the Agency’s business on

its website, including, but not limited to the Annual Budget, the Annual Financial Reports, M-S-R

PPA Commission meeting minutes, and various M-S-R PPA committee meeting minutes.

F. CYBER SECURITY POLICY

M-S-R PPA does not have any facilities designated as Critical Energy Infrastructure (CEI) and hence

does not have aformal cyber security policy. At this time there are neither NERC Reliability
Standards nor WECC Regional Reliability Standards applicable to M-S-R PPA. As a matter of

course, ordinary and prudent precautions are taken to maintain the security of the Agency’s email and

website access. The M-S-R Coordinator maintains separate responsibility to maintain appropriate

cyber security measures related to their dutiesto M-S-R PPA.

|52

Cadliforniaand Federal Legislative And Regulatory Representative Workplans 2020.

= M-S-R Public Power Agency Privacy Statement Revised: July 28, 2010.
5 Terms of Use Agreement Between User and M-S-R Public Power Agency Revised: July 28,
2010.
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G. DOCUMENT RETENTION POLICY, PUBLIC RECORDS REQUEST, AND PHOTOCOPY POLICY,

As specified in Resolution 2013 — 02, M-S-R PPA adopted a document retention policy which sets

forth administrative practices related to the retention, distribution, and disposition of public

documents in accordance with the California Public Records Act.

Through adoption of this Policy and Procedure Manual, it is the policy of M-S-R PPA to comply with
all requests for public records, as required by the California Public Records Act, in a reasonable and
expeditious timeframe. For regular photocopies, M-S-R PPA will charge arate of $0.15 per page. For
scanning and digitizing a document in PDF format, M-S-R PPA will charge arate of $0.10 per page.
Existing PDF format documents responsive to a public records request, if provided electronically, will
be made available at no charge to the requestor. If copies can be made at lesser cost by an outside
service provider, M-S-R PPA will only charge actual fees of such service provider for duplication.
These fees were determined based upon review of actual costs for paper, office equipment, and

maintenance of said equipment.

H. ADOPTION OF CEQA GUIDELINES

As specified in Resolution 95 — 1, the Agency has adopted the model State CEQA Guidelines
prescribed by the Secretary of the Resources Agency in Title 14 of the California Code of
Regulations, commencing at Section 15000, and as they may be subsequently amended.

|. ADOPTION OF GUIDELINESFOR THE ACQUISITION OF REAL PROPERTY

As specified in Resolution 95-2,% the Agency has adopted the model State Relocation Assistance and
Real Property Acquisition Guidelines specified in Title 25 of the California Code of Regulations,
commencing at Section 6000, and as they may be subsequently amended and the Federal Guidelines,
Title 49 of the Code of Federal Regulations, Part 24, and as they may be subsequently amended.

s Resolution 2013-02, adopted on May 22, 2013, Regarding Retention and/or Destruction of

Records.
57 Resolution 95-1, adopted February 22, 1995, Adopting Guidelines For The Implementation of
the California Environmental Quality Act.

| %8 Resolution 95-2, adopted February 22, 1995, Adopting Guidelines For The Acquisition Of Real
Property.
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J. M-SR PPA ANNUAL STRATEGIC PLAN

Each year the Agency prepares a Strategic Plan for consideration by the Commission at its September
meeting™ and to provide input for the consideration and adoption of the M-S-R PPA Annual Budget
in November of each year. The Strategic Plan is prepared by the General Manager pursuant to
Sections 1 (c) and (€) of his Management Services Agreement.

K. REVIEW OF POLICIESAND PROCEDURES M ANUAL

In 2013, the Commission directed the General Manager to review the Agency’s policies and
procedures and to coordinate with the Technical Committee in reviewing the authorities and
responsibilities of the Agency. This document isintended to meet the Commission’s directive.
Commencing in 2014, in even-numbered years, the General Manager reviews the manual and

recommends updates or amendments for consideration by the Commission at its September meeting.
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M-S-R Public Power Agency Strategic Plan effective January 1, 2020 (approved by Commission Author 9/6/20 4:13 PM
September 18, 2019.) Deleted: 19, 2018
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V. PAST PROJECTS

Since its founding, M-S-R PPA has participated in a number of projects which were subsequently
terminated or did not reach fruition. In addition, M-S-R PPA acquired ownership interestsin
generating and transmission assets which have been either divested or retired. The following listing
isintended to provide an overview of historic activities and provide context for past decisions by the

Agency that subsequently influenced the development of its current projects, policies, and procedures.
A. GEOTHERMAL DEVELOPMENT

Asitsfirst project, M-S-R PPA bid, and was awarded in 1980, a lease running from January 1, 1981
through December 31, 1985, to develop geothermal resources on the Abril Leasehold in Sonoma
County in the “Geysers Known Geothermal Resource Area” (KGRA) in the Coastal Range of
mountains in Northern California. M-S-R PPA contracted with a drilling company and explored for
geothermal steam. This effort did not yield sufficient steam for commercial use and the project was
eventually abandoned. During the drilling effort, certain wastes were accumulated and deposited in a
common repository with similar wastes from other projects by other developers. Due to the nature of
the waste, there was an ongoing liability for disposal site remediation. Though negotiation, M-S-R
PPA contracted with Pacific Gas and Electric Company (PG& E), the largest contributor of waste to
the site, and paid for arelease of liability for the waste deposited on behalf of M-S-R PPA. Further,
M-S-R PPA took additional steps to release its rightsin the Abril Leasehold back to the surface
owners, including a Quitclaim Deed filed in Sonoma County June 9, 2010. To M-S-R PPA’s
knowledge, it retains no ongoing liability for this Project.

B. ARIZONA NUCLEAR POWER PROJECT (ANPP)

The ANPP has been constructed and is currently known as the Palo Verde Nuclear Generating

Station. However, when it was in the pre-operation stages, M-S-R PPA held negotiations with

multiple owners regarding the potential purchase of an interest in the project. The negotiations that

proceeded the farthest were with the Arizona Public Service Company (APS) and led to the

development of a process by M-S-R PPA to purchase a 150 MW ownership interest in the project. Author 9/6/20 4:13 PM

Deleted: Adopted by
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Redding (25 MW) chose to put advisory ballot measures before their constituents to assess their
support for the transaction. Santa Clara elected not to participate in the process. Both advisory ballot
measures failed to achieve 50% support. Negotiations were terminated, and M-S-R PPA took no

further actions to enter the project.

C. INTERCONNECTION/ECONOMY INTERCHANGE AGREEMENTS

In conjunction with the San Juan Project, M-S-R PPA contacted a number of utilitiesin the
Southwest for Interconnection and Economy Interchange Agreements. These agreements set forth
protocolsto be used if economy energy was ever bought and sold between the parties. These types of
agreements were commonplace at the time but have since been rendered obsol ete with the advent of
the Western Systems Power Pool (WSPP) and its mechanisms for exchanging energy. Most of the
Economy Interchange Agreements have been either terminated or allowed to expire upon their own
terms. Those that remain in effect are with PNM and TEP, as there are other portions of those

agreements that are used and useful as associated with the San Juan Project.

D. SOUTHWEST TRANSMISSION PROJECT

The Southwest Transmission Project included ownership interests in the Mead-Phoenix and M ead-
Adelanto Transmission Projects and transmission service contracts from Los Angeles Department of
Water and Power (LADWP) and Southern California Edison Company (SCE) which, when used in
conjunction, was used to deliver San Juan generation from the TEP system to the Membersin
Northern California. More specifically, the Southwest Transmission Project consisted of the

following components:

. Between the Mead Substation and Phoenix, M-S-R PPA had the following rights:
0o Component A: An 11.538% interest (221.9 MW transmission capability) in the
Westwing-Mead 1923 MW transmission linear 246-mile transmission line from
the Westwing Substation in southern Arizona to the Mead Substation near Las
Vegas, Nevada (the “Mead-Phoenix Segment.”) Author 9/6/20 4:13 PM
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0 Component C: An 8.0993% interest (210.6 MW) in the 2600 MW linear 12-mile
transmission line from Mead to Marketplace and including a proportionate 50%
interest in the Marketplace substation and associated facilities (the “Mead-
Marketplace Segment.”)

. A one-mile interconnection between McCullough and Marketplace Substations near Las
Vegas, Nevada (the “McCullough Tie-Lines"), which is considered a common bus with
Marketplace Substation.

. A 17.5% interest (225.9 MW transmission capability) in 21291 MW linear 214-mile
transmission line from the Marketplace Substation (and including a proportionate 50%
interest in the Marketplace substation and associated facilities) near Las Vegas, Nevada
to the Adelanto Substation near Los Angeles, California (the “Mead-Adelanto Segment”).

. Arrangements with LADWP for transmission service (225.9 MW transmission
capability) from the Adelanto Substation near Los Angeles, California, to the midpoint of
the Victorville-Lugo transmission line.

. The Firm Transmission Service Agreement (Rate Schedule No. 339) with SCE for
transmission service (150 MW transmission capability) from the midpoint of the
Victorville-Lugo transmission line to the Midway Substation in central California (SCE
TSA). On January 1, 2014, the Agency perfected a partial termination of the SCE TSA to
reduce the contract capability from 150 MW to 98 MW to reflect the more economic use
of New Firm Use transmission service to be provided by the California Independent
System Operator (CAISO) to Santa Clarain lieu of using this component of the SWTP.
This agreement was terminated effective May 1, 2015.

. Transmission service from the Midway Substation (the terminus of the Southwest
Transmission Project as described above) to the Members was provided through
transmission arrangements between the Transmission Agency of Northern California
(TANC) and PG& E (SOTP ETC).

On July 22, 2015, the M-S-R PPA adopted Resolution 2015-03 authorizing a number of actions
including the proposed sale of its ownership interests in the M ead-Phoenix and Mead-Adelanto
Projects to the Southern California Public Power Authority (SCPPA) for the sum of $60 million.

Thi i | May 25, 2016.
Is transaction closed May 25, 2016 Author 9/6/20 4:13 PM
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E. PACIFIC NORTHWEST LETTER AGREEMENTS (BONNEVILLE CONTRACT)

During the planning stages of the California-Oregon Transmission Project (COTP), M-S-R PPA
conducted an evaluation of available resources in the Pacific Northwest that could utilize the COTP
when constructed. As each of the Members had rights on the COTP through their membership in the
project devel oper, the Transmission Agency of Northern California (TANC), it was decided to
conduct thisinvestigation jointly. Over adozen utilities were interviewed and the process led to three
letter of intent agreements. The first was with Bonneville Power Administration (Bonneville or BPA)
for a 20-year block of surplus energy which would convert to a seasonal exchange once the surplus
energy was no longer available. The second was with PacifiCorp and would involve a block of
energy supported by PacifiCorp’s portfolio of coal-fired generating plants. The third was with Pacific
Northwest Generating Company (PNGC) regarding its fractional interest in the Boardman Coal Plant.

Only the Bonneville |etter agreement resulted in a contract. The other two letter agreements
ultimately did not result in contracts. The Bonneville Contract was completed and energy deliveries
began with the commercial operation of the COTP and was to run through April 30, 2013. After
several years, key provisions of the agreement were renegotiated to M-S-R PPA’ s benefit.
Bonneville subsequently exercised its right to effect a termination of the agreement on five-years
notice and deliveries concluded September 30, 2005.

F. DEVERS-PALO VERDE NO. 2 TRANSMISSION PROJECT (DPV-2)

During the development of the Southwest Transmission Project to support deliveries of the San Juan

Project, M-S-R PPA was faced with the task of securing transmission across the SCE service

territory. SCE was sponsoring the second transmission line between Devers Substation and the Palo

Verde Switchyard. SCE would provide the transmission service between Midway Substation and

Devers Substation in exchange for M-S-R PPA’s participation in the project planning process. This

project was being developed concurrently with the development of the Mead-Phoenix and M ead-

Adelanto Transmission Projects. Besides M-S-R PPA, many of the southern California municipal

utilities were participating in both transmission paths because it was not clear which, if either, was

going to be built. When it was clear M ead-Phoenix and M ead-Adelanto were moving forward, SCE Author 9/6/20 4:13 PM
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LADWP transmission system but was still interested in M-S-R PPA’ s participation in DPV-2 to
complete the path through Mead. M-S-R PPA agreed to assign 60 MW of its transfer rights on the
Mead-Adelanto Transmission for a 4-year term, during 1996 to 1999, in exchange for being released
from its obligation to participate in DPV-2. M-S-R PPA’s participation in DPV-2 was officialy
terminated several years later when SCE returned to M-S-R PPA the planning money it had
contributed to the project.

G. ADELANTO-LUGO TRANSMISSION PROJECT

In the development of the Mead-Adelanto Transmission Project there was a disagreement over where
to terminate the project in California. Certain Southern California municipal utilities participating in
the project desired to have the project terminate in the LADWP system as they had transmission
service contract rights through LADWP for delivery of generation to their individual systems. Other
Southern California municipal utilities desired the project termination to be in the SCE transmission
system, as they had contract transmission service rights through SCE for delivery of generation to
their individual systems. M-S-R PPA also desired a SCE termination point. The proposed resolution
was atermination of the project at Adelanto Switchyard with LADWP providing transmission service

contracts between Adelanto and the SCE transmission system.

Once this plan was completed, the City of Anaheim (Anaheim) led the group of utilities desiring
transmission service to the SCE transmission system in a study to add additional transmission
facilities to replace the transmission service to be provided by LADWP. This effort became known as
the Adelanto-Lugo Transmission Project. Environmental studies were completed and preliminary
engineering commenced. Anaheim then convinced M-S-R PPA to assume the Project Management
role for the project. Shortly after the transition of Project Management was completed, Anaheim
announced it was withdrawing from the project. Asthere was insufficient interest in the project with
Anaheim as the largest participant gone, M-S-R PPA chose to close out the contracts and terminate
the project and rely on the aforementioned LADWP transmission service between Adelanto and the

SCE system.
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H. CALIFORNIA-OREGON TRANSMISSION PROJECT AND SOUTH OF TESLA PRINCIPLES

Since the 1960’ s when Pacific Gas and Electric Company (PG& E) had exclusive access to the AC
portion of the Pacific Northwest-Pacific Southwest 500-KV transmission system from Northern
Californiato the Pacific Northwest (Intertie) only three governmental entities had rights on this
system, Western Area Power Administration (Western), California Department of Water Resources
(CDWR), and Sacramento Municipal Utility District (SMUD). There had been discussions among
other municipal utilities interested in securing access to the Intertie and requests for such access had
failed to yield results. In the offices of Resource Management International, Inc. (RM1) on December
22,1982, key representatives of M-S-R PPA met to discuss their options. During the course of that
meeting, a PG& E transmission tower failure near Tracy, California plunged over 5 million peoplein
Northern Californiainto darkness. It was then resolved by the meeting participants that the Members

needed to obtain reliable transmission independent of PG& E.

Preliminary studies were undertaken under the working group known as the Northwest Transmission
Joint Venture (NTJV). The founders of this working group were the M-S-R PPA Members. Their
initial efforts took the project to the point where additional participation shares could be allocated.
Modesto suggested its neighboring irrigation district, Turlock Irrigation District, be asked to
participate. Santa Clara suggested its joint members in the Northern California Power Agency
(NCPA) be asked to participate. Finally, SMUD approached the group and suggested it also be
allowed to participate. Thisgroup of 15 municipal entities formed ajoint powers agency in
December 1984 with the name of the Transmission Agency of Northern California (TANC) with the
intent of constructing the COTP.

Asthe COTP project progressed, additional entities including the California Investor-Owned Utilities
(10Us) PG& E, SCE, San Diego Gas and Electric Company (SDG& E) expressed interest in
participating in the COTP. Southern Californiamunicipal utilities also expressed interest in
participation in the COTP and extending the project into Southern California. PG& E successfully
argued that additional facilities did not need to be built south of Tesla Substation and that PG& E
would grant transmission service to those requesting such service. The SOTP provided 300 MW of

transmission service between Tesla Substation and Midway Substation (including 150 MW for M-S-
Author 9/6/20 4:13 PM
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With a proposed participation of almost half of the COTP capacity, the |IOUs applied to the California
Public Utilities Commission (CPUC) for Certificates of Public Convenience and Necessity (CPCN)
for recovery of their investment in the COTP in rates. The CPUC rejected the applications of PG& E
and SCE in the basis of lack of necessity and SDG& E was asked to provide additional

documentation. None responded and all three |OUs withdrew from the COTP. In addition, PG& E
refused to honor its commitments for SOTP transmission service but TANC successfully challenged
PG&E at the Federal Energy Regulatory Commission (FERC) and the SOTP became a FERC
approved rate schedule. The TANC Members had agreed to “ step-up” their participation percentages
in the COTP if, indeed, the CPUC took the action that it did. This step assured there was sufficient
support for the project to move forward and TANC energized the COTP in 1993.

As part of the SOTP service, TANC and M-S-R PPA Members had committed to fund the costs of
certain transmission system upgrades (L os Banos-Gates.) To cover such expenses, M-S-R PPA
included an allocation $4.2 million in its Series E Bonds to cover such expenses. Although PG& E
subsequently performed the transmission upgrades, the costs were placed in Rate Base and
reimbursements were not requested from either TANC or M-S-R PPA. In compliance with its Bond
Indentures, M-S-R PPA used these funds to retire debt later in the 1990s.

I. EAST-SIDETIE

Another project investigated by M-S-R PPA was a transmission line that would interconnect Tracy
Substation and Adelanto Substation via a new line running down the east side of the Central Valley.
This project known as the East Side Tie (and also referred to as the Central California Desert
Southwest Transmission Project or CCDSW) would, if completed, in conjunction with the COTP,
have created a municipal transmission path between Oregon through Californiato Arizona. This path
would have eliminated the need for transmission service from the CalifornialOUs for deliveries of
capacity and energy from or between the Pacific Northwest and the Southwest. This project was
studied by M-S-R PPA twice during the 1980s. The largest obstacle appeared to be the total cost,
potentially $1 billion. Although the project never evolved past the planning stage, the concept

resurfaced in the late 2000s when TANC was planning numerous transmission projects around
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have expanded the transmission system around Modesto and Turlock, which would have reinforced

connections between Adelanto Substation and the transmission system in Northern California

Ultimately, support for all segments failed and no elements of the TTP were constructed.

J. SAN JUAN GENERATING STATION (OPERATING PHASE)

The operation and maintenance of the San Juan Generating Station by the Public Service Company of

New Mexico (PNM) as Operating Agent was governed by the San Juan Project Participation

Agreement. The provision of reserve sharing and power exchange services was provided by two

surviving Service Schedules (Service Schedules “E” and “D” respectively) to an Interconnection

Agreement Between Tucson Electric Power Company and M-S-R Public Power Agency dated
September 20, 1982.

On July 22, 2015, M-S-R PPA adopted Resolution 2015-02 approving the execution of the following

agreements which allowed the divestiture of the Agency’s ownership interest in the San Juan
Generating Station on December 31, 2017 with effective dates as noted:

@
@

(©)
4

®)

San Juan Project Restructuring Agreement (Effective January 31, 2016),

Amended and Restated Mine Reclamation and Trust Funds Agreement (Effective January

31, 2016),

San Juan Decommissioning and Trust Funds Agreement (Effective December 31, 2017),
Restructuring Amendment Amending and Restating the Amended and Restated San Juan
Project Participation Agreement (Effective January 31, 2016), and

Exit Date Amendment Amending the Amended and Restated San Juan Project
Participation Agreement (Effective December 31, 2017).

On July 19, 2017, M-S-R PPA adopted Resolution 2017-03 approving the execution of the following

agreements which administratively completed the divestiture of the Agency’s ownership interest in
the San Juan Generating Station on December 31, 2017:

@
@

®
4

Assignment, Assumption, Termination and Release Agreement,
New Exit Date Amendment Amending and Restating the Amended and Restated San
Juan Project Participation Agreement,

Termination Agreement — Capacity Option and Funding Agreement,

Amendment Agreement to San Juan Project Early Purchase and Participation Agreement.
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(5) Letter Agreement — Termination of Interconnection Agreement between PNM and
M-SR,

(6) Termination Agreement — Amended and Restated Interconnection Agreement with
Tucson Electric Power Company,

@ Amended and Restated NERC Delegation Agreement and Acknowledgment among
Participants in San Juan Project,

8 Amended and Restated San Juan Project Designated Representative Agreement

9 Termination of San Juan Unit 4 Operating Procedure No. 1 Between PNM and M-S-R,

(10)  Instrument of Sale and Conveyance between M-S-R and PNM

(11) Termination and Relinquishment by M-S-R.

(12) Easement and Right of Entry.

The goals of the Agency in the divestiture of the San Juan Project were to relieve the Members from
US EPA mandatesto install uneconomic Clean Air Act Regional Haze station retrofits, to mitigate
rapidly escalating Fuel and O&M costs, and to further comply with requirements of California Law
including SB 1368 and AB 32. The benefits of the proposed restructuring of the San Juan Project
were estimated to result in about $6 million in immediate project operating cost savings, avoiding
about $28 million in station retrofit costs, allowing ongoing power cost savings valued at about $200
million in aNavigant Consulting Inc. (NCI) 2014 study covering a 20-year period, and bounding
current and future Agency liabilities. The Agency further caused the preparation of an Independent
Consultant’s Report as required under the Agency’s Bond Indentures. In that report, the Independent
Consultant found that through the seven-year period beginning in 2015 and continuing through the
final retirement of the Agency’s San Juan Project Revenue Bondsin July 2022, the Member’s power
supply costs would be reduced by $81 million on a Net Present Value basis and that “it would be in
accordance with sound utility practice to pursue a divestiture of the San Juan Unit No. 4in
accordance with the terms of the Restructuring Agreements and that such divestiture would not
impair the ability of the Agency to comply with Bond Covenants nor would it hinder the Agency’s

ability to make debt service payments as prescribed in its financing documents.”
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VI.HISTORIC LEGAL AND REGULATORY ACTIONS

Since its founding, M-S-R PPA has been party to a number of legal and regulatory actions. The
following listing isintended to provide an overview of historic proceedings and provide context for
past decisions by the Agency which subsequently influenced the development of its current projects,
policies, and procedures.

A. TUCSON ELECTRIC POWER COMPANY —BREACH OF CONTRACT

Pursuant to Service Schedule B of the Interconnection Agreement between M-S-R PPA and TEP, M-
S-R PPA was afforded access to system energy from the TEP system for use or sale to third parties.
Under aformula mechanism, M-S-R PPA paid production cost plus 3 mills’kWh hour to TEP for
their assistance in administering M-S-R PPA’ s transactions. Upon commencement of the
arrangement in 1982, M-S-R PPA secured a sale to SCE that was renewed annually through 1984. In
1985, TEP changed management and chose to contract directly with SCE leaving M-S-R PPA
without counterparty. M-S-R PPA executed short-term sales arrangements with El Paso Electric
Company and Texas-New Mexico Power Company, but it was obvious that M-S-R PPA had been
damaged by TEP. On April 1, 1986, M-S-R PPA filed suit against TEP for Breach of Contract in
Federal District Court and on October 31, 1989, M-S-R PPA was awarded ajudgment against TEP

for $5 million.
B. STOLEN BEARER BONDS

In the early 1980s, Bearer Bonds from two different series were reported to the Agency as being lost

or stolen. M-S-R PPA obtained Surety Bonds to protect the Agency and replacement Bearer Bonds

were issued. The original bonds were eventually purchased by athird party in Switzerland and under

a Swiss doctrine of a good faith purchase were presented for payment. Suit was filed in the Supreme

Court of the Sate of New Y ork by the purported purchasers to perfect their claims. M-S-R PPA

tendered defense of the claims to the issuers of the Surety Bonds and no further payments or action by

the Agency were required. Similarly in 2018, documents related to the Series 2008M Bonds were Author 9/6/20 4:13 PM
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Bond by the bondholder before these Bonds could be paid.

C. SIERRA CLUB/GRAND CANYON TRUST —CLEAN AIR ACT — SAN JUAN

PNM, as Operating Agent and largest single owner of the San Juan Generating Station, was sued by
Sierra Club/Grand Canyon Trust in 2002 over allegations of visibility/particul ate violations. PNM
subsequently negotiated a settlement (Consent Decree) in 2005 requiring retirement of the
electrostatic precipitators used for particulate control on each of the four San Juan units and their
replacement with baghouses, the installation of a mercury removal system, and the reduction of
allowable limits for certain other emissions. Relying on PNM’s estimate the total cost of the project
of approximately $110 Million, the San Juan Owners signed a Memorandum of Understanding to
support PNM in its settlement with Sierra Club/Grand Canyon Trust. With this commitment, the
project proceeded but ultimately cost in excess of $320 million. M-S-R PPA’ s final share of the cost
for Unit No. 4 was greater than $24 million. The upgraded environmental systems were completed
on Unit No. 4 in 2007. Ongoing environmental monitoring was required and continues in effect by
the Remaining San Juan Participants.

D. SIERRA CLUB GROUND WATER — SAN JUAN

In December 2009, the San Juan Owners each received a notice of intent to sue under the Resources
Conservation and Recovery Act (RCRA) from the Sierra Club alleging violations of ground and
surface water contamination standards and improper placement of Coal Combustion Waste (CCW) in
the San Juan mine. A settlement was eventually reached which resulted in a $10 Million commitment
by the San Juan Owners to construct a slurry wall to capture potential offsite transfer of groundwater
water from the plant site and other related projects. The installation of the slurry wall has been
delayed due to property rights issues and although approved for construction in 2014, was completed

in 2018. Additional projectsere completed at a cost limit established in the settlement by the Author 9/6/20 4:13 PM
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service from Victorville-Lugo to Midway. These principles were formalized in an Agreement dated
May 1, 1995 (FERC Rate Schedule No. 339). This agreement came to be called an Existing
Transmission Contract (ETC) after the California Independent System Operator (CAISO) took

operational control of the IOU transmission systemsin 1998.

Since the ETC was implemented, SCE has exercised its rights under the contract and applied to FERC
to have the rates and charges for transmission service modified. Starting in 2008, SCE filed rate cases
before the FERC that had the effect of increasing the costs of the transmission service provided to M-
S-R PPA by orders of magnitude. M-S-R PPA vigorously contested these cases before FERC and, in
adjudicated settlement processes, achieved and maintained rate-freezes with atransition to rolled-in
rates. However, once the rate-freeze period ended on January 1, 2014, the stated rates under SCE's

tariff increased to a level that rendered the transmission service uneconomic.

Each of the M-S-R PPA Members subsequently caused independent studies to be performed
and to reach conclusions that alternate means of delivering San Juan Project Capacity and
Energy was more economic and efficient than continuing to utilize the SCE TSA. Effective
January 1, 2014 the M-S-R PPA Transmission Service was reduced from 150 MW to 98 MW
on behalf of Santa Clara; effective January 1, 2015 reduced to 75 MW on behalf of Redding;
and effective May 1, 2015 was terminated in its entirety on behalf of MID.

F. BONNEVILLE POWER ADMINISTRATION POWER SALESAGREEMENT AND OTHER

LITIGATION

On September 30, 1997, Bonneville Power Administration (BPA or Bonneville) and M-S-R PPA
executed a Firm Power Sales Agreement (BPA Agreement) which guaranteed that BPA would sell
M-S-R PPA excess federal power through September 2004, and potentially until April 2013. The
agreement required that BPA provide M-S-R PPA with an annual forecast of available excess federal
power for the upcoming ten years and that BPA determine whether the anticipated amount of excess
federal power would cover M-S-R PPA's energy needs for the sixth year beyond the current year. If
Bonneville determined in any two consecutive years that it would have insufficient excess federal

power to serve M-S-R PPA's needs and properly notified M-S-R PPA of thisin writing, the Sales
Author 9/6/20 4:13 PM
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In 1999 and 2000 BPA issued annual ten-year forecasts projecting that no excess federal power would
be available in 2004 and 2005 and provided the two notices necessary to terminate the BPA
Agreement effective September 30, 2005.

M-S-R PPA filed three petitions for review with the Ninth Circuit U.S. Court of Appeals challenging:
(1) Bonneville'sreliance on factors other than its “then current contracts’ for its August 30, 1999
forecast of excess federal power, its determination of insufficient excess federal power to serve M-S-
R's needs in 2005, and the timeliness of its October 20, 1999 notice of that determination; (2)
Bonnevill€'s reliance on factors other than its "then-current contracts” for its September 28, 2000
“preliminary forecast” of excess federal power, and the timeliness of its September 29, 2000 notice of
that power determination; and (3) the timeliness of Bonneville's December 19, 2000 “final” excess
federal power forecast. M-S-R PPA contended these “fatal flaws’ rendered the 1999 and 2000
determinations of excess power “void and of no force or effect” and required the Court to enjoin the

termination of the BPA Agreement.

The Court determined that although M-S-R PPA contended that Bonneville failed to abide by the
requirements of the BPA Agreement when forecasting excess federal power, M-S-R PPA actually
challenged a decision made pursuant to BPA's statutory authority to forecast excess federal power.
The Court further found that Congress implicitly delegated to BPA the authority to develop the
necessary procedures to implement the marketing of excess federal power and that it was eminently
reasonable for Bonneville to ground its forecasts in the best information available at that time, i.e.,
predictions of future energy demand derived from its subscription process. The Court found BPA's
consideration of these factors was neither arbitrary nor capricious and further found that it saw
nothing arbitrary or capricious about BPA accounting for its unconditional obligations before its
conditional ones. Finally, the Court determined that M-S-R's Timeliness Claims sounded in contract,
and dismissed them for lack of jurisdiction. (M-S-R Public Power Agency v. Bonneville Power Admin.
297 F.3d 833 (9" Cir. 2002))

In 2011 BPA adopted Dispatcher Standing Order-216 (DSO-216) and a subsequent Record of
Decision (ROD) regarding Environmental Redispatch. Pacific Northwest parties filed complaints to T OERTEEE]

the Federal Energy Regulatory Commission (FERC). The ROD was subseguently overturned, but not

before there were significant curtailments in summer 2011. BPA then filed an Oversupply Author 9/6/20 4:13 PM
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Management Protocol (OMP) with FERC and unilaterally applied it during the 2012 runoff season
resulting in similar curtailments. Subsequently, the FERC accepted the oversupply protocol as an
interim remedy conditioned upon Bonnevill€e' sfiling of a proposed methodology for allocating
displacement costs “in a manner that results in comparability in the provision of transmission service
for al resources.” BPA filed arequest asking the FERC to reconsider its condition that BPA file a
cost alocation methodology before the Commission would fully accept the oversupply protocol and
its directiveto file a new cost allocation methodology within 90 days of the order. The OS-14 rate
proceeding, which established rates to recover the costs incurred under BPA’s Oversupply
Management Protocol, was concluded on March 27, 2014.

On July 23, 2015, BPA concluded the BP-16 rate proceeding to set power and transmission rates for
the FY 2016 to 2017 rate period by issuance of the final Record of Decision. The rate schedules
continue to allocate oversupply costs to generators within the BPA Balancing Area Authorities
(BAAS) in proportion to their transmission schedules compared to total schedules during the
oversupply period. Issues currently being addressed in post-case workshops include: Agency level
financial reserves policy, Southern Intertie value issues, secondary revenue projections, debt
repayment model, Montana wind development issues, capital investment strategies, and cost

containment. The BP-20 rate proceeding was completed and new rates took effect October 1, 2019. Author 9/6/20 4:13 PM
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California Senate Bill 1368 (SB 1368 — Statues of 2006) established an Emissions Performance
Standard of and prohibited certain investments in non-compliant facilities. Regulations promulgated
by the California Energy Commission pursuant (CEC) to SB 1368 (06-OIR-1) restrict investmentsin

basel oad generation that does not meet an Emissions Performance Standard of 1,100 pounds of CO,
per MWh of electricity, with limited exceptions including but not limited to routine maintenance,
requirements of pre-existing contractual commitments, system reliability, or threat of significant
financial harm. The law and related regulations require ongoing review and determination as to
whether investments at the San Juan Project are permitted or are proscribed “ covered procurements.”
M-S-R PPA reviewed al prospective San Juan Project Capital Budget Items and made findings as to

hether or not th nsti routine main requir Pr ility Practi r
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otherwise fail to meet the requirements of the regulations may not be approved by the Agency.
Through contractual arrangements with other San Juan owners, M-S-R PPA was relieved from the
obligation of paying for Capital Budget Items effective July 1, 2014. Through the Restructuring
Agreements, M-S-R PPA was relieved from requirements to vote on Capital Budget Items effective
January 31, 2016. Therefore, M-S-R PPA no longer needs to make determinations pursuant to SB
1368 regulations.

On November 14, 2011, National Resources Defense Council (NRDC)/Sierra Club filed a petition
with the CEC alleging California publicly owned utilities (POUs) are ignoring or violating the
emission performance standards as they may be applicable to investments in coal-fired generating
facilities such as the San Juan Project. In response, on January 12, 2012, the CEC issued an Order
Instituting Rulemaking (12-OIR-01) to review the emission performance standard. On July 9, 2012,
the CEC issued Tentative Conclusions and Requests for Additional Information followed by a
Request for Reply Comments on August 31, 2012. As described in these requests, CEC considered
amending their regulations to require the filing of additional information by POUs but did not
propose any substantive changes in the emission performance standard. On March 19, 2014 the CEC
in a Rulemaking concluded that the threshold for reporting capital projects under SB1368 should be
set at $2.5 million (or about 0.28 percent of annual capital expenditures for the San Juan Project). The
CEC further required that Publicly Owned Utilities (POUs) provide an annual compliance plan with
the Energy Commission for each non-EPS compliant facility, including for investments, capital
expenditures, contractual changes, sales of interest or other activity; however, this requirement has an
exemption for any facilities for which a POU has entered into a binding agreement to divest itself
within five years; the exemption to remain for as long as the binding agreement is in place or the
divestment has been completed. Given the execution of the Restructuring Agreements, M-S-R PPA
believed it had met the requirements for this exemption. With the completion of the divestiture of the
San Juan assets, this requirement and associated exemption is now moot.
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VII. FINANCING HISTORY

In September 1982, M-S-R PPA purchased from TEP certain system rights and an option to purchase
a28.8 percent interest in San Juan Unit 4 from PNM by May 1995. M-S-R PPA issued a promissory
note to TEP for the purchase price with the intent to replace the note with permanent financing.
Before the permanent financing structure was completed, M-S-R PPA negotiated an early purchase of
the ownership interest in San Juan Unit 4 from PNM effective December 31, 1983.

In June 1983, M-S-R PPA issued its $215,000,000 San Juan Project Bond Anticipation Notes, Series
A (Series A Notes) and $232,000,000 San Juan Project Revenue Bonds, Series A (Series A Bonds)
for the purpose of financing the portion of San Juan Project costs covering the payments to TEP and
PNM. The decision to use the Series A Notes was to take advantage of the much lower short-term

interest rates.

In October 1984, M-S-R PPA issued its $220,600,000 San Juan Project Bond Anticipation Notes,
Series B (Series B Notes) to provide funds to pay the Series A Notes. The Series B Notes did not
mature until 1989, but a Californiainitiative in 1985 would have, if approved by voters, limited
municipal entities from securing long term financing. Facing the potential of having no means for
meeting its obligations for the Series B Notes, M-S-R PPA issued its $267,245,000 San Juan Project
Revenue Bonds, Series B (Series B Bonds) to provide funds to pay the Series B Notes in August
1985. (The Cdliforniainitiative subsequently failed.)

In March 1987, M-S-R PPA issued its $273,760,000 San Juan Project Revenue Bonds, Series C
(Series C Bonds) to refund $244,795,000 aggregate principal amount of Series B Bonds.

In January 1990, M-S-R PPA issued its $86,000,000 San Juan Revenue Bonds, Series D (Series D
Bonds) to refund $76,675,000 aggregate principle of Series A Bonds.

M-S-R PPA issued its $117,135,000 Series E Bondsin April 1991 to finance its ownership interest in
the Southwest Transmission Project. The funds were used to construct a portion of the M ead-Phoenix
Transmission Project, a portion of the Mead-Adelanto Transmission Project, and set aside $5 Million T

for possible improvements on the PG& E Transmission system north of Midway Substation. PG& E

improvements were ultimately completed without the need for funds from M-S-R PPA and Author 9/6/20 4:13 PM
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construction costs for the Southwest Transmission Project were less than projected. In February
1997, M-S-R PPA took the available cash ($28.47 Million) and retired certain Series E Bonds.

In 1993, M-S-R PPA issued $108,960,000 San Juan Project Bonds, Series F (Series F Bonds) — April
1993 to refund certain Series A Bonds.

M-S-R PPA has issued refunding bonds to take advantage of improved interest rates over the years.
In 1995, M-S-R PPA neared its limit for outstanding bond debt under the original bond indentures
and instituted a Subordinate Lien Indenture to complete refundings and to issue variable rate date not
permitted under the original bond indentures. In addition, Internal Revenue Service rules limit the
number of refundings as being eligible for tax-exempt status. Therefore, certain refunding debt was
issued as taxable debt.

In 1995, M-S-R PPA issued $21.3 Million, San Juan Project Subordinate Lien Revenue Bonds, Series
1995B (Series 1995B Bonds) — December 1995 (Tax-Exempt) and $22.45 Million, San Juan Project
Subordinate Lien Revenue Bonds, Series 1995C (Series 1995C Bonds) — December 1995 (Taxable)
to refund certain Series B Bonds.

In 1997, M-S-R PPA issued floating rate debt to refund certain Series C Bonds and Series D Bonds:
. $97,515,000 San Juan Project Bonds, Series G (Series G Bonds) — March 1997
° $86,700,000 San Juan Project Bonds, Series H (Series H Bonds) — March 1997
* $65,000,000 San Juan Project Subordinate Lien Revenue Bonds, Series 1997D (Series
1997D Bonds) —March 1997 (Tax-Exempt)
. $65,000,000 San Juan Project Subordinate Lien Revenue Bonds, Series 1997E (Series
1997E Bonds) —-March 1997 (Taxable)

In 1998, M-S-R PPA issued debt that was the subject of an interest rate swap with Morgan Guarantee
Trust Company of New Y ork to refund certain Series A and Series C Bonds.
* $62,500,000 San Juan Project Subordinate Lien Revenue Bonds, Series 1998F (Series
1998F Bonds) -November 1998 (Tax-Exempt)
. $17,000,000 San Juan Project Subordinate Lien Revenue Bonds, Series 1998G (Series T OERTEEE]

1998G Bonds) —~November 1998 (Taxable)
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In 2001, M-S-R PPA issued $64,320,000 San Juan Project Bonds, Series 20011 (Series | Bonds) —
September 2001 to refund outstanding Series E transmission project bonds.

In 2003, M-S-R PPA issued $54,435,000 San Juan Project Subordinate Lien Revenue Bonds, Series
2003l (Series 2003l Bonds) —May 2003 floating rate debt that was subject to an interest rate swap
agreement from 2002 with Bear Sterns Capital Markets, Inc to refund certain Series F Bonds.

In 2004, M-S-R PPA issued $50,330,000 San Juan Project Subordinate Lien Revenue Bonds, Series
20044 (Series 2004J Bonds) — March 2004 to refund certain Series H Bonds and the outstanding
Series 1995C Bonds.

In 2007, M-S-R PPA issued $48,305,000 San Juan Project Subordinate Lien Revenue Bonds, Series
2007K (Series 2007K Bonds) — December 2007 to refund the outstanding Series G Bonds.

In 2008, M-S-R PPA issued the following bonds to refund certain San Juan Project Subordinate Lien
Revenue Bond from Series 1995B, Series 1997E, Series 1998F, Series 1998G and Series 20031:
. $118,865,000 San Juan Project Subordinate Lien Revenue Bonds, Series 2008L (Series
2008L Bonds) — July 2008
. $62,500,000 San Juan Project Subordinate Lien Revenue Bonds, Series 2008M (Series
2008M Bonds) — July 2008
° $17,000,000 San Juan Project Subordinate Lien Revenue Bonds, Series 2008N (Series
2008N Bonds) — July 2008
Also in 2008, interest rate swap agreements for the entire Series 2008M Bonds and Series 2008N
Bonds were entered into with Morgan Guaranty Trust Company of New Y ork.

In 2011, M-S-R PPA issued $34,050,000 San Juan Project Subordinate Lien Revenue Bonds, Series
20110 (Series 20110 Bonds) — April 2011 to refund certain Series 2001l Bonds. Also in 2011,
M-S-R PPA remarketed and reissued the Series 2008M Bonds and Series 2008N Bonds to Wells

Fargo Bank, National Association pursuant to a Continuing Covenant Agreement.

In 2013, M-S-R PPA issued $57,485,000 San Juan Project Subordinate Lien Revenue Bonds, Series
Author 9/6/20 4:13 PM
2013P (Series 2013P Bonds) — Fall 2013 (Taxable) which were replaced with $55.600 Million, San
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Juan Project Subordinate Lien Revenue Bonds Series 2014Q (Series 2014Q Bonds) — Spring 2014
(Tax-exempt) to refund certain Subordinate Lien Revenue Bonds Series 1997D.

In 2016 M-S-R PPA realized $60 Million in cash from the sale of the Southwest Transmission
Project. These funds were used to call and defease certain bonds and partially terminate swap
arrangements at a total cost of $51.7 million to reduce the remaining debt service payments by an
amount of $54.9 million. In addition, certain funds were used to partially fund a decommissioning
trust fund, partially fund a mine reclamation trust fund, and to fund a debt service coverage revolving
fund.

In 2018, M-S-R PPA issued $98,850,000 San Juan Project Bonds, (Series 2018R Bonds) — Spring
2018 (Tax-exempt) which replace outstanding Series 2008L Bonds and refund outstanding Series

2008M Bonds and Series 2008N Bonds.

‘ As of December 31, 2020, M-S-R PPA is scheduled to have the following outstanding debt:

Y ear o
. Coupon Amount of Principal
ssue I;Le Maturity Rates % Issue Outstanding
|| San Juan Subordinate Lien 2018 2019-2022 | 4.00-5.00 $98,850,000 $51,195,000
Revenue Bonds Series 2018R
|| Total $98,850,000 $51,195,000
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ALPHABETICAL LIST OF EXHIBITS:

EXHIBIT

TAB

Asset Capitalization Policy — Resolution No. 2014-06 Adopted August 20,
2014 Regarding Asset Capitalization Policy

23

Baker Tilly Virchow Krause L L P — Engagement of Baker Tilly Virchow
Krause LLP asindependent accountants dated September 25, 2015

13

Big Horn Operating Procedures— Service Schedule A to the Operating
Agreement, Amended and Restated Big Horn Operating Procedures,
adopted by the M-S-R PPA Commission November 23, 2012 per Resolution
2012-05

43

BigHorn |1 Operating Procedur es — Operating Agreement Service
Schedule K — Operating and Accounting Procedures For Big Horn |1 Wind
Energy Project adopted by the M-S-R Commission May 18, 2011 pursuant
to Resolution 2011-05

45

CEOQA Guidelines— Resolution No. 95 — 1, Adopted February 22, 1995,
Adopting Guidelines For The Implementation of the California
Environmental Quality Act

Clean Air Act Allowances— M-S-R Clean Air Act SO2 Allowance Policy
Adopted by M-S-R Commission September 28, 2005

47

Conflict of Interest Code — Conflict of Interest Code for M-S-R Public
Power Agency effective July 6, 2016

21

Coordinator Services— Agreements for M-S-R Coordinator Services by
and between M-S-R Public Power Agency and the Modesto Irrigation
District, dated May 28, 1999, September 7, 2004, March 23, 2011 as
amended March 18, 2015, and March 1, 2018.

42

Counterparty Credit Reporting — M-S-R General Manager’s
administrative directive dated August 6, 2020 regarding Counterparty Credit
Reporting.

Decommissioning Agreement — San Juan Decommissioning and Trust
Funds Agreement Among Public Service Company of New Mexico, Tucson
Electric Power Company, The City of Farmington, New Mexico, M-S-R
Public Power Agency, The Incorporated County of Los Alamos, New
Mexico, Southern California Public Power Authority, City of Anaheim, Utah
Associated Municipal Power Systems, Tri-State Generation and
Transmission Association, Inc., and PNMR Development and Management
Corporation, dated July 31, 2015.

37

Debt M anagement — Resolution No. 2017-01, Adopted May 17, 2017,
Regarding Debt Management Policy

Debt Service Coverage — Resolution No. 2014-07 Adopted September 24,
2014 Regarding Calculation of Debt Service Coverage

Debt Service Coverage Revolving Fund — Resolution No. 2016-02
Adopted July 20, 2016 Regarding Debt Service Coverage Revolving Fund
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Operating Procedures.

Duncan, Weinberg, Genzer & Pembroke, PC — Legal Services Agreement
Between the M-S-R Public Power Agency and Duncan, Weinberg & Miller,
PC dated as of January 17, 1986

Election and Duties of Officers— Resolution No. 2013 — 01 Adopted
March 20, 2013 Regarding Election and Duties of Officers

Energy Risk M anagement Policy — Resolution No. 2013 — 06 Adopted
October 16, 2013 Regarding Energy Risk Management Policy and Risk
Management Guidelines

Filing of Quarterly Treasurer’'s Reports and Annual Audits —
Memorandum Dated November 23, 2015 Regarding Filing of Quarterly
Treasurer's Reports and Annua Audits

Einancial M anagement Committee Bylaws — Resolution No. 2013 — 10
Adopted October 16, 2013 Amended and Restarted Rules Of Procedure For
The Financial Management Committee

General Manager Succession Plan — General Manager Succession Plan
dated February 19, 2020

Investment Policy Guidelines of the M-S-R Public Power Agency 2020

(approved by Commission February 19, 2020)

Investment Signatories— Resolution No. 2012 -03 Adopted July 18, 2012
Approving Signatories Authorized to Invest M-S-R Public Power Agency
Moniesin the Local Agency Investment Fund and Other Permitted
Investments

Joint Exer cise Of Powers Agreement — M-S-R Public Power Agency By
And Among the Modesto Irrigation District and the City Of Santa Claraand
the City Of Redding, dated as of April 29, 1980, Amended and Restated as
of November 17, 1982, as amended by Amendment Number 1 to the
Amended and Restated Joint Powers Agreement, dated June 26, 1990, and
by Amendment 2 to the Amended and Restated Joint Exercise of Powers
Agreement, dated January 24, 2006

KBT, LLC — Agreement for Professional Services by and between KBT,
LLC and M-S-R Public Power Agency dated September 15, 2010

L & R Workplan — Californiaand Federal Legislative And Regulatory
Representative Workplans 2020

Martin Hopper Energy Consulting — Amended and Restated M anagement
Services Agreement by and between M-S-R Public Power Agency and
Martin R. Hopper dba Martin Hopper Energy Consulting effective as of,
January 1, 2010 and most recent amendment (Amendment 8)

M eeting Schedules And Posting Of Agendas— Resolution No. 2013 — 05
Adopted October 16, 2013 Regarding Meeting Schedules And Procedures
For Posting Of Agendas For The M-S-R PPA Commission

M ontague DeRose — Agreement For Professional Financial Advisor
Services by and between M-S-R Public Power Agency, and Montague
DeRose And Associates, LLC, effective January 1, 2010, as amended
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through Amendment No. 2.

Navigant Consulting, Inc. — Agreement for Professional Services by and
between Resource Management I nternational, Inc, a wholly-owned
subsidiary of Navigant Consulting, Inc, (nka Navigant, A Guidehouse
Company) dated July 22, 1999, as amended February 7, 2012.

Operating Agreement — Amended and Restated Operating Agreement
Between The M-S-R Public Power Agency and the Modesto Irrigation
District, The City of Santa Clara, California, and The City of Redding,
California dated February 1, 1997 with service schedules that may be revised
from timeto time. This agreement superseded the “Principles for the
Scheduling and Dispatch of the M-S-R Public Power Agency’s San Juan
Project Power,” dated June 20, 1984.

41

Orrick, Herrington & Sutcliffe L L P — Engagement Letter For Bond
Counsel Services Outside a Specific Financing Program Between the M-S-R
Public Power Agency And Orrick, Herrington & Sutcliffe LL P dated as of
May 27, 1997

Payments — Required Form — M-S-R PPA Director’s administrative
directive dated June 8, 2007

26

Payments— L ate — Resolution No. 2018 - 02, Adopted September 19, 2018,
Establishing a Policy Regarding L ate Payment Policy

™

Payments—Third Parties— Resolution No. 95 - 3 Adopted April 19, 1995
Establishing A Policy For Payments By Third Parties On Behalf Of A
Member To The Agency

m

Payments— Timely — Resolution No. 2009 — 02 Adopted May 20, 2009
Regarding The Timely Payment Of Invoices And Making Certain
Delegations Of Agency

30

PNW Power Sales Agreement — Second Amended and Restated Pacific
Northwest Project Power Sales Agreement dated May 24, 2005 between the
M-S-R Public Power Agency and the Modesto Irrigation District, the City of
Santa Clara, and the City of Redding

40

Palitico Group — Agreement For Professional Services By And Between M-
S-R Public Power Agency and Politico Group effective as of January 1, 2013

12

Porter Simon Professional Corporation — Agreement for Legal
Representation between Porter Simon Professional Corporation and M-S-R
Public Power Agency dated as of August 1, 1997

Procurement Policy — Resolution No. 2013 — 08 Adopted October 16, 2013
Regarding Procurement Policy

Privacy Statement —Web Site— M-S-R Public Power Agency Revised:
July 28, 2010

50

Real Property Acquisition — Resolution No. 95 — 2, Adopted February 22,
1995, Adopting Guidelines For The Acquisition Of Real Property

24

Reclamation Agreement — Amended and Restated Mine Reclamation and
Trust Funds Agreement Among Public Service Company of New Mexico,
Tucson Electric Power Company, The City of Farmington, New Mexico,

38
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M-S-R Public Power Agency, The Incorporated County of Los Alamos,
New Mexico, Southern California Public Power Authority, City of Anaheim,
Utah Associated Municipal Power Systems, Tri-State Generation and
Transmission Association, Inc., and PNMR Development and Management
Corporation, dated July 31, 2015.

Records Retention — Resolution No. 2013 — 02, Adopted on May 22, 2013,
Regarding Retention and/or Destruction of Records

1%

Reimbur sement of Support Services— Resolution No. 2013 — 09, Adopted
on October 16, 2013, Regarding Reimbursement of Costs of Support
Services Provided By Member Agencies.

T

Reser ves — Resolution No. 2016-04, Adopted November 16, 2016,
Regarding Use and Transfers of Reserves and Working Capital

27

Resour ce Agreements — Service Schedule D to the Operating Agreement,
Resource Agreements, adopted by the M-S-R PPA Technical Committee
August 4, 2016

San Juan — Restructuring Amendment — Restructuring Amendment
Amending and Restating the Amended And Restated San Juan Project
Participation Agreement Among Public Service Company Of New Mexico,
Tucson Electric Power Company, The City Of Farmington, New Mexico, M-
S-R Public Power Agency, The Incorporated County Of Los Alamos, New
Mexico, Southern California Public Power Authority, City Of Anaheim,
Utah Associated Municipal Power Systems, Tri-State Generation and
Transmission Association, Inc. dated July 31, 2015

36

Strategic Plan — Annual — M-S-R Public Power Agency Strategic Plan
effective January 1, 2021 (approved by Commission September 30, 2020)

Susie Berlin — Legal Services Agreement By and Between Law Offices of
Susie Berlin and the M-S-R Public Power Agency dated April 1, 2013

Technical Committee Bylaws — Resolution 2011 — 01 Adopted January 19,
2011 Rules Of Procedure For The Technical Committee

Ten-Year Forecast — San Juan Ten-Y ear Forecast and Legacy Liability
Funding Status Report, noted and filed by M-S-R Commission February 19
2020.

Terms of Use Agreement —Web Site Between User and M-S-R Public
Power Agency Revised: July 28, 2010

Tucson/San Juan Project Power Sales Agreement dated November 17,
1982, as amended August 30, 1999, between the M-S-R Public Power
Agency and the Modesto Irrigation District, the City of Santa Clara, and the
City of Redding

35

Virtue& Najjar, PC — Engagement L etter Between Virtue & Najjar, PC
and the M-S-R Public Power Agency dated April 24, 2019.

Wildfire Mitigation Plans — Resolution 2019-01 Adopted September 18,
2019, Regarding Wildfire Mitigation Plans.

Working Capital Policy — Resolution No. 2020-01, Adopted September 30,
2020 Regarding Working Capital Policy
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WREGIS REC Accounting — Policy and Procedure 2009-01, WREGIS
REC Accounting and Distribution, dated August 31, 2009

46
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