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RiChﬂl‘dSOH & COITlpaIly 550 Howe Avenue, Suite 210

Sacramento, California 95825

Telephone: (916) 564-8727
FAX: (916) 564.8728

INDEPENDENT AUDITOR'S REPORT

To the Commissioners
Tri-Dam Power Authority
Strawberry, California

We have audited the accompanying financial statements of the Tri-Dam Power Authority {the Authority) as of
December 31, 2010, as listed in the table of contents. These financial statements are the responsibility of the
Authority's management, Our responsibility is to express an opinion on these financial statements based on our
audit. The financial statements of the Authority as of and for the year ended December 31, 2009 were audited by
other auditors whose report dated March 4, 2010, expressed an unqualified opinion on those statements.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America,
standards applicable to financial audiis contained in Government Auditing Standards, issued by the Comptrolier
General of the United States and the State Controller’s Minimum Audit Requirements for California Special
Districts, Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statemenis are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and the significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinion,

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of the Authority as of December 31, 2010 and the changes in financial position and cash flows thereof for the year
then ended in conformity with accounting principles generally accepted in the United States of America as well as
accounting systems prescribed by the State Controller’s Office and state regulations governing special districts,

In accordance with Government Auditing Standards, we have also issued our report dated April 25, 2011, on our
consideration of the Authority’s internal control over financial reporting and on our tesis of its compliance with
certain provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of that report
is to describe the scope of our testing of internal control over financial reporting and compliance and the resuits of
that testing, and not to provide an opinion on the internal conirol over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Govermment Auditing Standards and should be
considered in assessing the results of our audit.



To the Commissioners
Tri-Dam Power Authority

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis, as listed in the accompanying table of contents, be presented to supplement the basic financial
statements, Such information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally accepted in
the United States of America, which consisted of inquiries of management about the methods of preparing the
information for consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or provide
any assurance on the information because the limited procedures do not provide us with sufficient evidence to

E\‘pl €35 an CplillCI] or FIC lde all} assurance.
! E [} Za %

April 25, 2011




MANAGEMENT’S DISCUSSION
AND ANALYSIS



Tri Dam Power Authority
Management’s Discussion and Analysis

For the Year Ended December 31, 2010

This section of the Tri Dam Power Authority’s (Authority) Annual Financial Report presents a discussion and
analysis of the Authority’s financial performance during the fiscal year ended December 31, 2010. We encourage
the readers to consider the information presented here in conjunction with additional information that is furnished in
the accompanying transmittal letter, our basic financial statements, and the notes to those financial statements.

FINANCIAL HIGHLIGHTS

Notable factors that are important {o consider when reading the financial statements:

e Operating revenues increased $12.5 thousand in 2010, reflecting fairly steady energy revenues.

o Increase in net assets of $1.8 million, from $12.4 milfion in 2009 to $14.2 million in 2010 mainly due to the
refinancing of debt explained below.

o Operating expenses of $1.5 million in 2010 represent a $246.4 thousand increase from 2009, mainty due to
increases in employee wages and benefits.

o Non-operating expenses decreased $136 thousand to $966 thousand in 2010, down from §1.1 million in
2009 due to the refinancing of debt explained below.

o Forevery dollar in liabilities, the Authority holds $1.83 in assets, up from $1.61 in 2009, also a result of the
debt refinance,

FINANCIAL ANALYSIS OF THE AUTHORITY

This discussion and analysis is intended to serve as an introduction to the Authority’s basic financial statements. The
Authority’s basic financial statements are comprised of three components: 1) Basic Financial Statements; 2)
Supplementary Information; and 3} Compliance Reporting.

Basic Financial Statements

This section includes the Statement of Net Assets, the Statement of Revenues, Expenses, and Changes in Net Assets,
the Statement of Cash Flows, and the Notes to the Basic Financial Statements. The Statement of Net Assets details
the changes in net assets due to increases/lecreases in assets and Habilities, Increases or decreases in net assets are a
potential indicator of financial strength when analyzed over a period of years. The Statement of Revenues,
Expenses, and Changes in Net Assets provide information relating to the revenues, expenses, and subsequent
changes in net assets for the fiscal year reported. The Statement of Cash Flows breaks down the sources and uses of
cash by activity. The notes to the financial statements are a crucial part of the financial statements as they provide a
narrative on the trends and outlook behind the numbers as well as supplementary information that should be
considered when analyzing the data. The notes to the financial statements begin on page 11.

FINANCIAL ANALYSIS OF THE AUTHORITY

The financial data contained herein reflects the andited 2010 and 2009 financial results.



STATEMENT OF NET ASSETS

Net Assets

As mentioned earlier, net assets can be an indicator of the financial sirength of an organization. The Authority’s
assets exceeded liabilities by $14.2 million at December 31, 2010, including an increase of $.6 million in
unrestricted net assets. This is an indication of an improvement in the Authority’s financial condition.

The two largest components of the Authority’s net assets were invested in capital assets of $10.9 million and
unrestricted net assets of $1.6 million. Net assets invested in capital assets, net of related debt, represents the
Authority’s investment in capital assets that will be eliminated with depreciation. See the capital assets section for
more information on the the changes in this component of net assets. The Authority utilizes capital assets for day to
day operations and energy generation, The capital assets provide the Authority with the ability to continue
operations and do not represent liquid assets that could be used to pay future obligations. Unrestricted net assets
increased due to the change in net assets discussed below, less distributions to Member Districts,

The Authority maintains a debt service reserve that is required under their Revenue Refunding Bond agreement with
a current minimum balance of $1.65 million. In addition, the Authority’s Board of Directors has imposed ntinimum
reserve batances, which can be changed at the Board’s discretion. These Hmits are in place to ensure proper reserve
balances exist in the event of a system failure or to fund future projects.

The following table illustrates the Authority’s condensed statement of net assets for 2010 and 2009,

Condensed Statement of Net Asseis

Increase
2010 2009 {Decrease)
Assets
Current Assets $ 1,071,880 3 1,226,616 $ (154,736)
Restricted Assets 2,491,988 3,611,798 (1,119,810}
Capital Assets 27,699,807 27,807,277 {107.470)
Total Assets $ 31,263,675 $ 32,645,691 $ (1,382,016)
Liabilities
Current and Cther Liabilities $ 2,562,415 $ 2,503,055 b 59,360
Long-Term Liabilities 14,550,307 17,785,298 (3,234,991)
Total Liabilities 17,112,722 20,288,353 (3,175,631)
Net Assets
Invested in Capital Assets, Net of Related Debt 10,911,746 7,770,810 3,140,936
Restricted for Debt Service 1,645,071 3,611,798 (1,966,727)
Unrestricted 1,594,136 974,730 619,406
Total Net Assets 14,150,953 12,357,338 1,793,615
Total Liabilities and Net Assets $ 31,263,675 $ 32,645,091 $ (1,382,016)

The cash and cash equivalents balance is comprised of approximately $504 thousand in bank deposits and $2.2
million in investments. The $2.2 million in investments is mainly held in medium term corporate notes and money
market funds, with less (han 1% held in the Local Agency Investment Fund (LAIF).

Capital assets net of depreciation in 2010 decreased $107 thousand over 2009, This decrease was primarily due to
depreciation on existing assets, offset by $608 thousand of additions from a transformer replacement project.



Liabilities

Liabilities decreased approximately $3.2 million in 2010. This was primarily due to a principal payment made on
the 2005 Note payable of $1.1 miflion and the refinancing of the 2005 Note Payable through the issnance of the
2010 Revenue Refunding Bonds, For a more detailed discussion of the debt refinancing refer to Note D,

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS

The Statement of Net Assets captures the assets, liabilities, and net assets at & specific point in time while the
Statement of Revenues, Expenses, and Changes in Net Assets details the results of operations for the current year,

Condensed Statement of Revenues,
Expenses and Changes in Net Assets

Increase
2010 2009 {Decrease)
Operating Revenues $ 5,957,632 $ 5,945,119 $ 12,513
Operating Expenses 1,547,910 1,301,525 246,385
Net Loss from Operations 4,409,722 4,643,594 (233,872)
Nonoperating Revenues {Expenses):
Invesment Earnings 49,439 110,036 {60,597)
Interest Expense {965,546) (1,101,154) 135,608
Total Non-Operating Revenues (Expenses) {916,107) (991,118) 75,011
Change in Net Assets 3,493,615 3,652,476 (158,861)
Net Assets, Beginning of Year 12,357,338 11,004,862 1,352,476
Less: Distributions to Districts (1,700,000} (2,300,000} 600,000
Net Assets, End of Year $ 14,150,953 $ 12,357,338 h 1,793,615
Revenues

Total revenues decreased $48.1 thousand in 2010 mainly due to a decrease in investment earnings. This decrease is
a result of the reduction in reserves to fund the debt refinancing costs.

Operating Expenses

Operating expenses increased $246.4 thousand in 2010. This increase was primarily due to wage increases of 4% in
March of 2010 and increases in employee benefit costs. Wages are expected to increase 4% in March of 2011 per
the Memorandum of Understanding with the Union. Benefit costs are also expected to increase at the beginming of
2011,

Changes in Net Assets

The change in net assets decreased $158.9 thousand in 2010, or 4.3%, down from $3.7 million in 2009, In 2011 it is
expected that net assets will increase as the savings from the debt refinance will begin to be realized.



CAPITAL ASSETS

At the close of 2010, the Authority’s investnent in capital assets (net of accumulated depreciation) decreased $107
thousand due to a $607,000 addition from a transformer project, less depreciation. The capital asset categories are
construction in progress, hydraulic production facilities, conveyance tunnel, roads and bridges, and other equipment,

Increase
2010 2009 {Decrease)

Construction in progress $ 607,990 $ 607,990
Hydraulic production facilities 18,000,442 $ 18,025,225 (24,783)
Conveyance tunnel 22,123,528 22,123,528

Roads and bridges 1,510,573 1,510,573

Other equipment 2,425,816 2,401,033 24,783
Totat Capital Assets 44,668,349 44,060,359 607,990
Less:accunmulated depreciation {16,968,542) {16,253,082) {715,460)
Net Capital Assets $ 27,699,807 $ 27,807,277 b (107,470)

Note C contains more information regarding capilal assets.

ECONOMIC FACTORS AND THE FUTURE

2011 is forecasted as another difficult year for the economy. The Authority expects financial results similar to 2010.
Water shortages are not expected to be an issue as snow levels were above average. This is expected to reduce
power prices, however, output should be above average for energy generation.

Bxpenses for 2011 are expected to increase slightly as wage rates and benefit costs increase. Capital spending is not
expected in 2011,

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the Project’s finances. Questions concerning the
information provided in this report or for requests for additional information should be addressed to Summer
Nicotero, Chief Financial Officer, P.O. Box 1158, Pinecrest, California, 95364-0158 or
summer@iridamproject.com.
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TRI-DAM POWER AUTHORITY

STATEMENTS OF NET ASSETS

December 31, 2010 and 2009

ASSETS
Unrestricted Current Assets
Cash and cash equivalents
Prepaid expenses
Total Unrestricted Current Assets

Restricted Current Assels
Cash and cash equivalents with fiscal agent
Investinents with fiscal agent
Accrued hiterest receivable
Accounts receivable - power generation
Total Restricted Current Assets
Total Current Assets
Capital Assets
Not depreciated
Depreciated, net
Total Capital Assels

Noncurrent Assets
Deferred Charges
Total Restricted Noncurrent Assets
Total Noncurrent Assets

TOTAL ASSETS

LIABILITIES
Current Liabilities
Accounts payable and other liabilities
Accrued salaries and benefits
Accrued interest payable
Accounts payable - Tri-Dam Project
Long-term debf - current portion
Compensated absences - current poriion
Total Current Liabilities

Noncurrent Liabilitics
Long-term debt - noncurrent portion
Compensated absences - nencurrent portion
Total Noncwrent Liabilities

TOTAL LIABILITIES
NET ASSETS
Invested in capital assets, net of related debt
Restricted for debt service
Unrestricted
TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

The accompanying notes are an integral part of these financial statements.
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2010 2009
1,033,731 3 1,192,668
38,149 33,948
1,071,880 1,226,616
1,030,530 926,632
614,541 2,179,841
306 55,325
480,094 450,000
2,125,471 3,611,798
3,107,351 4,838,414
607,990
27,061,817 27,807,277
27,699,807 27,807,277
366,517
366,587
28,066,324 27,807,277
31,263,675 5 32,645,691
68,829 $ 66,581
7,495
143,916 180,723
88,375 4,582
2,240,000 2,251,169
13,800
2,562,415 2,503,055
14,548,061 17,785,298
2,246
£4,550,307 17,785,298
17,112,722 20,288,353
10,911,746 7,770,810
1,645,071 3,611,798
1,594,136 974,730
14,150,953 12,357,338
31,263,675 5 32,645,691




TRI-DAM POWER AUTHORITY
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

For the years ended December 31, 2010 and 2009

2010 2009
Operating Revenues
Power generation revenue $ 5,939,145 $ 5,944,972
Other revenue 18,487 147
Total Operating Revenues 5,957,632 5,945,119
Operating Expenses
Operations 336,039 253,145
Maintenance 306,620 154,383
Administrative and general 189,790 193,680
Depreciation 715,461 700,317
Total Operating Expenses 1,547,910 1,301,525
NET INCOME FROM OPERATIONS 4,409,722 4,643,594
Nonoperating Revenues (Expenses)
Investment carmings 17,501 110,036
Gain on sale of investiments 31,938
Interest expense (965,546) (1,101,154}
Total Nonoperating Revenues (Expenses) (916,107) (991,118)
CHANGE IN NET ASSETS 3,493,615 3,652,476
Net Assets, Beginning of Year 12,357,338 11,004,862
Less: Distribrutions to Member Districts (1,700,000) (2,300,000)

NET ASSETS, END OF YEAR  § 14,150,953 $ 12,357,338

The accompanying notes are an integral part of these financial statements.



TRI-DAM POWER AUTHORITY

STATEMENTS OF CASH FLOWS

For the years ended December 31, 2010 and 2009

2010 2009
CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers for power generation § 5,909,051 § 5,843,972
Other operating receipts 18,487 147
Cash payments to suppliers for goods & services {385,224) (384,688)
Cash payments to employees (341,844) (233,510)
NET CASH PROVIDED BY OPERATING ACTIVITIES 5,200,470 5,225,921
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Cash distribution fo Member Districts (1,700,000) (2,300,000}
NET CASH USED FOR NONCAPITAL FINANCING ACTIVITIES (1,700,000) (2,300,000}
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Interest paid on long-term debt (1,002,451) (1,114,808)
Principal paid on long-term debt {1,139,892) (2,139,563)
Proceeds trom issuance of long-term debt 16,804,458
Transfer to trustee to repay note payable (18,896,575}
Debt issuance costs paid (382,816)
Purchases of capital assets (607,991) (243,645)
NET CASH USED FOR CAPITAL
AND RELATED FINANCING ACTIVITIES (5,225,267) (3,498,076)
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sales of invesiment securities 1,578,889
Purchases of investment securities (590,288)
Interest received 90,869 136,637
NET CASH PROVIDED (USED) BY INVESTING ACTIVITIES 1,669,758 (453,651)
NET DECREASE IN CASH AND CASH EQUIVALENTS (55,039) (1,025,806}
Cash and cash equivalents - beginning of year 2,119,306 3,145,106
CASH AND CASH EQUIVALENTS - END OF YEAR § 2,064,261 & 2,119300
RECONCILIATION OF CASH AND CASH EQUIVALENTS TO THE
STATEMENT OF NET ASSETS
Unrestricted cash and cash equivalents $ 1,033,731 § 1,192,668
Restricted cash and cash equivalents with fiscal agent 1,030,530 926,632
CASH AND CASH EQUIVALENTS § 2,064,261 § 2,119,300

(Continued)



TRI-DAM POWER AUTHORITY

STATEMENTS OF CASH FLOWS (Continued)

For the years ended December 31, 2010 and 2009

Reconcilation of net income from operations to net
cash provided by operating activities:
Net income from operations
Adjustments to recongile net income from operations to net
cash provided by operating activities:
Depreciation
Changes in operating assets and liabilities:
Decrease (increase) in prepaid expenses
Decrease (increase) in accounts receivable - power generation
Increase {decrease) in accounts payable and other liabilities
Increase (decrease) in accrued salaries and benefits
Increase {decrease) in payabte to Tri-Dam Projeet
Increase (decrease) in compensated absences

NET CASH PROVIDED BY OPERATING ACTIVITIES
SUPPLEMENTAL DISCLOSURE OF NONCASH ACTIVITIES:

Change in the fair values of investments

The accompanying notes are an integral part of these financial statements.
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2010 2009

$ 4,409,722 § 4,643,594

715,461 700,317
(4,201) (2,019
(30,094) (101,000)
2,248 (18,953)
7,495
£3,793 1,982
16,046

$ 5200470 § 5225921

§ (4259 $ (13970



TRI-DAM POWER AUTHORITY
NOTES TO THE BASIC FINANCIAL STATEMENTS

Decentber 31, 2010 and 2009

NOTE A — REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The basic financial statements of the Tri-Dam Power Authority (the Authority) have been prepared in conformity
with generally accepted accounting principles as applied to government units. The Governmental Accounting
Standards Board (GASB) is the accepted standard setting body for establishing governmental accounting and
financial reporting principles. As allowed by the GASB, the Authority has elected to apply to its proprietary
activities Financial Accounting Standards Board Statements and Interpretations, Accounting Principles Board
Opinions, and Accounting Research Bulletins of the Committee of Acconnting Procedures issued after November
30, 1989, The more significant of the Authority's accounting policies are described below.,

Reporting Entity: The Authorify was formed as a separate entity under a Joint Exercise of Powers Agreement dated
QOctober 14, 1982 between the Oakdale Irrigation District and the South San Joaquin Trrigation Distiict (the Member
Districts). The agreement will remain in effect until January 1, 2034 or untif the Authority’s debt, including interest
thereon, is repaid unless extended by both parties. The Authority is governed by all five elected directors of the
Oakdale Irrigation District and by all five elected directors of the South San Joaquin lirigation District; all members
of the Board of Cominissioners are also members of the Joint Board of Directors of the Tri-Dain Project. in 1984,
the Authority issued Revenue Bonds to provide financing to acquire and construct one hydraulic turbine and
generator to be installed in the vicinity of the Sand Bar Flat Diversion Dam, togelther with a related diversion
facility, conveyance tunnel, {ransmission line, and necessary access roads, bridges, land, and necessary
improvements. The purpose of the Authority is to account for the activities related to the facilities above, as
financed by the Tong-term debt described in the long-term liability footnote.

The Tri-Dam Project (the Project), is a related entity formed in 1948 under a joint cooperation agreement between
the two Member Districts. Afthough it operated jointly with the Authority, the Project’s activity is excluded from the
accompanying financial siatements because the Authority is a separate legal emtity that issues separate financial
statements as required by its debt agreement. While the Project has the same joint board of directors as does the
Authority, the Authority is not responsible for debts or other obligations of the Project, nor is the Project responsible
for the debts or obligations of the Authority.

Basis of Presentation — Fund Accounting: The Authority’s resources are allocated to and accounted for in these
basic financial statements as an enterprise fund type of the proprietary fund group. A fund is a self-balancing set of
accounts. Enterprise fands are used to account for operations that are financed and operated in a manner similar {o
privale business enterprises, where the intent of the governing body is that the cosis (expenses, including
depreciation) of providing goods or services to the general public on a continning basis be financed or recovered
primarily through user charges, or where the governing body has decided that periodic determination of revenues
earned, expenses incurred, and/or net income is appropriate for capital maintenance, public policy, management
control, accountability, or other policies. Net assets for the enterprise fund represent the amount available for future
operations.

Basis of Accounting: The accounting and financial reporting treatment applied to a fund is determined by its
measurement focus. The enterprise fund type is accounted for on a flow of economic resources measurement focus,
With this measurement focus, all assets and all Habilities associated with the operation of this fund are included on
the statement of net assets, Net assets are segregated into amounts invested in capiial assets, net of related debt,
amounts restricted and amounts unresiricied. Enterprise fund type operating statements present increases (ie.,
revenues) and decreases (i.e., expenses) in net total assets,

The Authority uses the accrual basis of accounting. Under this method, revenues are recorded when earned and
expenses are recorded at the time liabilities are incurred. Earned but unbifled power generation revenue is accrued
as revenue.
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TRI-DAM POWER AUTHORITY
NOTES TO THE BASIC FINANCIAL STATEMENTS (Continued)

December 31, 2010 and 2009

NOTE A — REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

Operating revenues and expenses consist of those revenues and expenses that result from the ongoing principal
operations of the Authority. Operating revenues consist primarily of power generation revenue, Non-operating
revenues and expenses consist of those revenues and expenses that are related to financing and investing types of
activities and result from nonexchange transactions or ancillary activities.

When both restricted and unrestricted resources are available for use, if is the Authority’s policy to use restricted
resources first, then unrestricted resources as they are needed.

Budgetary Principles: The Board of Commissioners does not operate under any legal budgeting constraints, Budget
integration is employed as a management control device. Budgets are formally adopted by the Commission and take
effect on each January 1.

Use of Fstimates: The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amouunts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates.

Cash and Cash Equivalents: For purposes of the statement of cash flows, the Authority considers all highly liquid
debt instruments purchased with an initial maturity of three months or less to be cash equivalents, including deposits
with banks, deposits in the State of California Local Agency Investment Fund (LAIF) and money market mutual
funds, including assets of the type described above that are restricted.

Restricted Assets: Certain proceeds of the Authority”s long-term debt are classified as restricted investments on the
statement of net assets because their use is Hmited by applicable bond covenants. The “reserve™ account is used to
report resources set aside to make up potential future deficiencies in the bond’s debt service.

Accounts Receivable: Trade accounts receivable is carried at net realizable values. The Authority records power
generation and capacity receivables for energy deliveries to Pacific Gas and Electric Company (PG&E). The
Authority has determined that an allowance for doubtful accounts is ntot necessary.

Capital Assels: Capital assets are recorded at historical cost. Historical cost includes interest expense on debt
capitalized during construction. Contributed assets are valued at estimated fair value on the date received. The
costs of normal repairs and maintenance that do not add to the value of the asset or materially extend asset lives are
not capitalized. Depreciation is calculated using the straight line method over the following estimated usetul lives:

Class of Capital Asset Estimated Lives in Years
Hydraulic production facilities 25-100
Conveyance tunnel 100
Roads and bridges 10- 100
Other equipment 5-25

It is the Authority’s policy to capitalize all capital assets with a cost of $5,000 or more. Costs of assets sald or
retired {and the related amounts of accumulated depreciation) are eliminated from the balance sheet in the year of
sale or retirement, and the resulting gain or loss is recognized in operations.

Bonds Pavable, Bond Premiums and Deferred Charges: Long-term debt is reported as long-term liabilities in the
statement of net assets, Bond premiums and issuance costs are deferred and amortized into interest expense over the
life of the bonds using the straight-line method, which approximates the interest method. Bonds payable are
reported on the statement of net assets net of the applicable bond premiums. Bond issuance costs are reported as
deferred charges on the statement of net assets, which is a component of Noncusrent Assets.
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TRI-DAM POWER AUTHORITY
NOTES TO THE BASIC FINANCIAL STATEMENTS (Continued)

December 31, 2010 and 2009

NOTE A — REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

Compensated Absences: The Authority’s Memorandum of Understanding (MOU) atlows employees to accumulate
unused vacation and sick leave, subject to policy limits. Vacation is earned at the rate of 80 to 168 hours per year,
depending upon the number of years of service. Sick leave is earned at the rate of 96 howrs per vear after the first
year of service. All unused vacation and 25% of unused sick leave is paid upon separation. The liability for these
compensated absences is recorded as a long-term liability in the statement of net assets. The current portion of this
liability is estimated based on historical trends. The cost of compensated absences is recorded in the period it is
incurred.

Net Assets: The government-wide financial stafements present net assets. Net assets are categorized as invested
capital assets (net of related debt}, restricted and unrestricted.

Invested in Capital Assets, Net of Related Debt — This category groups all capital assets into one component of
net assets, Accumvlated depreciation and the outstanding balances of debt that are attributable to the
acquisition, construction or improvement of these assets reduce the balance in this category.

Restricted Net Assets — This category presents external restrictions imposed by creditors, grantors, contributors,
laws or regulations of other governments and restrictions imposed by law through constitutional provisions or
enabling legislation. The purpose of the restriction is reporied on the face of the statement of net assets.

Unrestricted Net Assets — This category represents net assets not restricted for any project or other purpose.

Power Generation Revenues: Power revenues are recognized pursuant to the terms and provisions of a Power
Purchase Agreement with PG&E referred to as PG&E Standard Offer Number 4, dated June 14, 1994 (Agreement).
Under the Agreement, which expires January 1, 2017, Pacific Gas and Electric Company (PG&E) is to make
monthly payments to the Tri-Dam Power Authority for energy and capacity delivered to PG&E during on-peak,
partial-peak, and off-peak periods. The Authorily was 1o be paid for energy deliveries at prices equal to PG&E’s
full short-run avoided operating costs (SRAC) under the agreement, which are California Public Utility
Conymission-approved costs forming the basis of PG&E’s published energy prices. During 2009, the SRAC was
replaced by the California Independent System Operator (CAISO) Market Redesign Technology Upgrade (MRTU).

Under the Agreement, the Authority is also to be paid for firm capacity of 15,000 kWh. To receive firm capacity
payments, the firm capacily is to be delivered for all of the on-peak hours in PG&E’s peak months of June, July, and
August, as specified in the Agreement. Monthly firm capacity payments are based upon formulas established in the
Agreement. In the event the Authority does not provide the contract capacity, the capacity payments are to be
readjusted for the actual amount delivered to PG&E, which may require the Authority to reimburse PG&E for any
prior months’ overpayment.

The Agreenent was amended in 1995 to amend Article 4, “Energy Price”, Appendix E, “Firm Capacity”, and to add
certain operating limitations to the Agreement in order to resolve a longstanding dispute regarding the amount of
firm capacity to which the Authority was entitled to under the Agreement.

Risk Management: The Authority is exposed to various risks of loss related to torts; theft of, damage to and
destruction of assets; errors and omissions; and natural disasters. These risks are covered by commercial insurance
purchased from independent third parties. The commercial insurance is subject to a deductible. No significant
claims resulting in the need for a claims liability for insurance deductibles occurred during the years ended
December 31, 2010 and 2009. Settled claims from these risks have not exceeded commercial insurance coverage for
the past three years. There were no significant reductions in insurance coverage from the prior year.

Related Party Transactions: The Authority’s Board selected Qak Valley Community Bank for its day-to-day
banking activities. Two Board members own stock in the bank. The Authority also makes distributions to the
Member Districts.
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TRI-DAM POWER AUTHORITY
NOTES TO THE BASIC FINANCIAL STATEMENTS (Continued)

December 31, 2010 and 2009

NOTE A —REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Reclassifications: Certain reclassifications have been made to the 2009 financial statements to conform to the

current presentation. These reclassifications had no effect on previously reported change in net assets.

New Pronouncenients: The Project considered the impact of Governmental Accounting Standards Board Statement
No. 31, Accounting and Financial Reporting for Intangible Assets, which requires intangible assets fo the be
capitalized and depreciated, including water rights, easemenis and rights-of-way, and determined it had no

intangible assets that met the scope of this pronouncement.

NOTE B — CASH AND INVESTMENTS

Cash and investments as of December 31 are classified in the accompanying financial statements as follows:

2010 2009

Deposits with financial institutions 3 5,467
Local Agency Investment Fund (LAIF) 1,463 3 1,455
Money market mutual funds 1,026,801 1,191,213
Total unrestricted cash and cash equivalents 1,033,731 1,192,608
Money market nutual funds 532,411 33,160
Negotiable certificates of deposit 498,119 893,472
Total restricted cash and cash equivalents with fiscal agent 1,034,530 926,632
U.S. agency securities 748,001
Medium terin corporate notes 614,541 1,431,840
Total restricted investments with fiscal agent 614,541 2,179,841

Total cash and investments  § 2,678,802

$ 4,299,141

Cash and investments as of December 31 consisted of the following for disclosure under GASB 40:

2010 2009

Deposits with financial institutions $ 5,467
Negotiable certificates of deposit 498,119 & 893472
Total cash and deposits 503,586 893,472
U.S. agency securities 748,001
Medium-term corporate notes 614,541 1,431,840
Money market mutual funds 1,559,212 1,224,373
Local Agency Investment Fund (LAIF) 1,463 1,455
Total investments 2,175,216 3,405,669

Total cash and investments  $ 2,678,802

$ 4,209,141

The tables above do not include a cash overdraft of $32,014 that is classified as a liability at December 31, 2069.

Investment policy: California statutes authorize governments to invest idle or surplus funds in a variety of credil
instruments as provided for in the California Government Code, Section 53600, Chapter 4 - Financial Affairs. The
table below identifies the investment types that are authorized by the California Govermment Code (or the
Authority’s investment policy, where more restrictive) that address interest rate risk, credit risk, and concentration of
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TRI-DAM POWER AUTHORITY
NOTES TO THE BASIC FINANCIAL STATEMENTS (Continued)

December 31, 2010 and 2009

NOTE B — CASH AND INVESTMENTS (Continued)

credit risk. This table does not address investments of debi proceeds held by the bond trustee that are governed by
the provisions of debt agreements of the Authority, rather than the general provisions of the California Government
Code or the Authority’s investment policy. The Authority’s permissible investments included the following
instruments:

Maximum Maximum
Maximuim Percentage Investment
Authorized Investment Type Maturity of Portfolio in one Issuer

Local agency bonds 5 years None Norne
U.S. Treasury obligations 5 years None None
U.S, agency securities 5 years None None
California local agency debt 5 years None None
Bankers acceptances 180 days 40% 30%
Comimercial paper 270 days 25% 10%
Negotiable certificates of deposits 5 years 30% Nomne
Repurchase agreements 5 years None None
Reverse repurchase agreements 92 days 20% None
Medium term corporate notes 5 years 30% None
Money market mutuat funds N/A 20% 10%
LAIF N/A None None

The Authority complied with the provisions of the California Government Code pertaining to the types of
investments held, the institutions in which deposits were made and the security requirements. The Authority will
continue to monitor compliance with applicable statutes pertaining to public deposits and investments,

Investments Authorized by Debt Agreements: Investment of debt proceeds held by the bond trustee are governed by
provisions of the debt agreements, rather than the general provisions of the California Government Code or the
Authority’s investment policy. The 2010 Revenue Refunding Bonds debt agreement contains certain provisions that
address interest rate risk and credit risk, but not conceniration of credit risk.

Maximum Maximum
Maximum Percentage Investment
Authorized Investment Type Mafturity of Porifolio in one Issuer

Local agency bonds None None None
U.S. Treasury obligations None None None
1.5, agency securities None None None
Bankers acceptances None None Nong
Commercial paper None None None
Negotiable certificates of depasits None None None
Investment agreements None None None
Repurchase agreements 1 Year None None
Medium term corporate notes 3 Years Nong None
Mutual funds N/A None None
LAIF N/A None None

Interest rafe risk: Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value
of an investment. Generally, the longer the maturity of an investment, the greater the sensitivity of its fair value to
changes in market interest rates. One of the ways the Authority manages its exposure to interest rate risk is by
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TRI-DAM POWER AUTHORITY
NOTES TO THE BASIC FINANCIAL STATEMENTS (Continued)

December 31, 2010 and 2009

NOTE B — CASH AND INVESTMENTS (Continued)

purchasing a combination of shorter term and longer term inveslments and by thning cash flows from maturities so
that a portion of the portfolio is maturing or coming close to maturity evenly over time as necessary to provide the
cash flow and liquidity needed for operations. The Authority’s investment policy does not contain any provisions
limiting interest rate risk that are more restrictive than what is specified in the California Government Code.

Information about the sensitivity of the fair values of the Authority’s investments (including investments held by
bond trustee) to market interest rate fluctuations is provided by the following table that shows the distribution of the
Authority’s investiments by maturity at December 31, 2010:

Remaining Maturity

12 Months 13-24
Total or Less Monihs
Medium term corporate notes $ 614,541 $ 305,497 $ 309,044
Money market mutoal funds 1,559,212 1,559,212
LAIF 1,463 1,463

Total _§ 2,175,216 $ 1,866,172 £ 309,044

Credit Risk: Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the
holder of the investment. This is measured by the assignment of a rating by a nationally recognized statistical rating
organization, Presented below is the minimum rating required by {where applicable) the California Government
Code, the Authority’s investment policy, or debt agreements, and the actual rating as of year-end for each
irvestment type.

Minimum Ratings as of Year End
Total Legal Rating AAA Not Rated
Medium term corporate notes § 614,541 AAA $ 614,541
Money market mutual funds 1,559,212 AAA/Aaa $ 1,559.212
LAIF 1,463 N/A $ 1,463
$ 2,175,216 $ 2,173,753 $ 1,463

Concentration of Credit Risk: The investment policy of the Authority limits the amount that can be invested in any
one issuer to the amounts specified by the California Government Code. The California Government Code limits
the amount that may be invested in any one issuer, with the exception of U.S. Treasury obligations, U.S. Agency
Securities and LAIF. Investments in one issuer {other than external investment pools} that represent 5% or more of
total Authority investments at year-end include the Authority’s investment in GE Capital Corporation bonds in the
amount of $306,756 and Morgan Stanley bonds in the amount of $205,204,

Custodial credit risk: Custodial credit risk for deposits is the risk that, in the event of the failure of a depository
financial institution, & government will not be able to recover ils deposits or will not be able to recover collateral
securities that are in the possession of an outside party. The custodial eredit risk for investments is the risk that, in
the event of the failure of the counterparty (e.g., broker-dealer) to a transaction, a govermment will not be able to
recover the value of its investment or collateral securities that are in the possession of another party. The California
Government Code and the Authority’s investment policy do not contain legal or policy requirements that would
limit the exposure to custodial credit visk for deposits, other than the following provision for deposits: The
California Government Code requires that a financial institution secure deposits made by state or local governmental
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TRI-DAM POWER AUTHORITY
NOTES TO THE BASIC FINANCIAL STATEMENTS {Continued)

December 31, 2010 and 2009

NOTE B — CASH AND INVESTMENTS {Continued)

units by pledging securities in an undivided collateral pool held by a depository regulated under state law (unless so
waived by the governmental unit). The market value of the pledged securities in the collateral pool must equal at
least 110% of the total amount deposited by the public agencies. California law also allows financial institutions to
secure public agency deposits by pledging first trust deed mortgage notes having a value of 150% of the secured
public deposits. At December 31, 2010 and 2009, the carrying amount of the Authority’s deposits were $5,467 and
($32,014) and the balances in financial institutions were $7,874 and $1,878, respectively. Of the balance in
financial institutions, $7,874 and $1,878 was covered by federal depository insurance at December 31, 2010 and
2009, respectively.

Investment in LAIF: LAIF is stated at amortized cost, which approximates fair value. The LAIF is a special fund of
the California State Treasury through which local governments may pool investments. The total amount invested on
December 31, 2010 by all public agencies in LAIF is $74,628,281,440 managed by the State Treasurer. Of that
amount, 96.2% is invested in non-derivative financial products and 3.8% in structured notes and asset-backed
financial instruments, The Local Investmeni Advisory Board (Board) has oversighi responsibility for LAIF. The
Board consists of {ive members as designated by State Statute. The fair value of the Anthority’s investment in this
pool is reported in the accompanying financial statements at amounts based upon the Authority’s pro-rata share of
the fair value provided by LAIF for the entire LAIF portfolio {(in relation to the amortized cost of that portfolio).
The balance available for withdrawal is based on the accounting records maintained by LAIF, which are recorded on
an amortized cost basis.

NOTE C — CAPITAL ASSETS

Capital asset activity for the years ended December 31 was as follows:

Balance at Transfers Balance at
January 1, and December 31,
2010 Additions  Disposals  Adjusiments 2010

Capital assets, not being depreciated:

Construction in Progress § 607,990 b 607,990
Total capital assets,

not being depreciated 607,990 607,990
Capital assets, being depreciated:

Hydraulic production facilities $ 18,025,225 $  (24,783) 18,000,442

Conveyance tunnel 22,123,528 22,123,528

Roads and bridges 1,510,573 1,510,573

Other equipment 2,401,033 24,783 2.4253816
Total capital assets

being depreciated, net 44 060,359 44,060,359
Accumulated depreciation:

Hydraulic production facilities (8,660,858) (377,1713) {9,038,03H)

Conveyance tunnel {5,196,490) (221,235} (5,417,725)

Roads and bridges {352,516) {16,316) {368,832)

Other equipment (2,043,218) (100,736) {2,143,954)
Total aceumulated depreciation {16,253,082) {715,460) {16,968,542)
Capital assets depreciated, net 27,807,277 {715,460) 27,091,817
Capital assets, net $ 27,807,277 § (107470) § - 3 - % 27,699,807
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TRI-DAM POWER AUTHORITY

NOTES TO THE BASIC FINANCIAL STATEMENTS (Continued)

December 31, 2010 and 2009

NOTE C - CAPITAL ASSETS (Continued)

Balance at
Tanuary 1,

Transfers
and

Balance at
December 31,

2009 Additions  Disposals  Adjustments 2009

Capital assets, being depreciated:

Hydraulic production facilities $17,815,220  § 209,996 $18,025,225

Conveyance funnel 22,123,528 22,123,528

Roads and bridges 1,510,573 1,510,573

Other equipment 2,367,383 33,650 2,401,033
Total capital assets

being depreciated, net 43,816,713 243,646 44,060,359
Accunmlated depreciation:

Hydraulic production facilities {8,292,082)  (368,776) {8,660,858)

Conveyance tunnel (4,975,254  (221,236) {5,196,490)

Roads and bridges {336,203} (16,313) {352,516)

Other equipment {1,949,226) {93,992) {2,043,218)
Total accumnlated depreciation {15,552,765) (700,317 (16,253,082}
Capital assets, net $28,263,948  §{456,671) § - 5 - $27.807277

NOTE D— LONG-TERM LIABILITIES

The activity of long-term liabilities during the years ended December 31 was as follows:

Balance at Balance at
Janwary 1, December 31,  Due within
2010 Additions Repayments 201G One Year
2010 Revenue Refunding Bonds $ 16,400,000 $16,400,000 $2,240,000
20035 Note Payable $20,036,467 $(20,036,467)
Compensated absences 17,217 (1,171} 16,046 13,800
Total long-term liabilities 20,036,467 $16417,217  $(20,037,638) 16,416,046  $2,253.800
Unamortized bond premium 388,061
Less: Current portion (2,251,169 (2,253,800
$ 17,785,298 $ 14,550,307
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TRI-DAM POWER AUTHORITY

NOTES TO THE BASIC FINANCIAL STATEMENTS (Continued)

December 31, 2010 and 2009

NOTE D — LONG-TERM LIABILITIES (Continued)

Balance at
Jamuary 1,

Balance at

December 31,  Due within

2009 Additions  Repayments - 2009 One Year
2005 Note Payable $22,176,030 $(2,139,563) $20,036,467 $2,251,169
Total long-term liabilities 22,176,030 § - (2,139,563) 20,036,467 $2,251,169
Less: Current portion (2,139,563) {2,251,169)
Due in more than one year $20,036,467 ﬂ,785,298

Description of Debt:

On September 23, 2010, the Authority issued 2010 Revenue Refunding Bonds (the Bonds) in the amount of
$16,400,000. The proceeds of the Bonds were used to refund the 2005 Note Payable from Bank of America, which
previously refunded the debt used to construct the hydraulic turbine and generator in the vicinity of Sand Bar Flat
Diversion Dam, together with the related diversion facility, conveyance tunnel, transmission line and access roads,
bridges, land and improvements in 1982. The Bonds are secured by a len on the net revenues of the Authority’s
electric systemy. Semi-annual principal payments of $1,090,000 to $2,165,000 and semi-annual interest payments of
$43,300 to $335,803 are due on May | and November 1 from May 1, 2001 through November 1, 2016. Interest

rates on the Bonds range from 2% to 4%.

The Bonds are subject 1o a reserve requirement at any date of the lesser of {i) 10% of the principal amounts of the
Bonds, (ii) an amount equal to the maximum annual debt service payments payable to maturity of the Bonds, or (iii)
125% of the average annual debt service paymenis payable through maturity of the Bonds.

The requirements to amortize the outstanding business-{ype activities debt as of December 31 were as follows:

Year Ending December 31,

2011
2012
2013
2014
2015
2016

2010 Revenue Refunding Bonds

Principal Interest Total

$ 2,240,000 ¥ 610,018 $ 2,850,018
2,340,000 511,616 2,851,616
2,400,000 449,000 2,849,000
2,495,000 352,100 2,847,100
2,595,000 251,300 2,846,300
4,330,000 129,900 4,459,900

$ 16,400,000 $ 2,303,934 $18,703,934
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TRI-DAM POWER AUTHORITY
NOTES TO THE BASIC FINANCIAL STATEMENTS (Continued)

December 31, 2010 and 2009

NOTE D - LONG-TERM LIABILITIES (Continued)

In September 2010 the Authority utilized proceeds of the 2010 Revenue Refunding Bonds totaling $16,400,000 with
an average interest rate of 3.81% to advance refund the $20,036,467 outstanding 2005 Note Payable with an average
interest rate of 5.15%. As a result, the 2005 Note payable has been defeased and the liability for the defeased 2005
Note Payable has been removed from the Authorily’s financial statements.

The refunding did not result in a difference between the reacquisition price and the net carrying amount of the old
debt. The Aunthority completed the advance refunding to reduce its total debt service payments through November 1,
2016 by 82,422 642 and to obtain an economic gain (difference between the present values of the old and new debt
service payments) of $810,118.

NOTE E — NET ASSETS

Designations: Designations of unrestricted net assets may be imposed by the Board of Commissioners to reflect
future spending plans or concems about the availability of future resources. Designations may be modified,
amended or removed by Board action. The following is a summary of designated net asset balances at December
31, 2010:

Designated for maintenance reserve;
For replacement and maintenance expenditures on water
storage and delivery systems and hydroelectric

generation facilities, $ 17,380
Dresignated for operating reserve 1,009,421
Total designated net assets $1,026,801

Amounts in excess of the maintenance reserve and operating reserve, rounded to the nearest $200,000, may be
transferred in equal shares to each Member District according to a Resolution of the Joint Boards of the Member
Districts. The distributions are considered at the December board meeting.

NOTE F -~ DISTRIBUTIONS TO MEMBERS DISTRICTS

The Authority provided the following cash distributions to Member Districts from surplus operation funds during
the years ended December 31:

2010 2009
Qakdale Irrigation District $ 850,000  $1,150,000
Sonih San Jeaguin rrigation District 850,000 1,150,000

Total distributions to Member Districts  $1,700,000  $2,300,000
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TRI-DAM POWER AUTHORITY
NOTES TO THE BASIC FINANCIAL STATEMENTS (Continued)

December 31, 2010 and 2009

NOTE G — EMPLOYEES' RETIREMENT PLAN

Plan Description: The Authority contributes to the California Public Employees Retivement System (PERS), a cost-
sharing muliiple-employer public employee defined benefit pension plan. PERS provides retirement and disability
benefits, annal cost-of-living adjustments and death benefits to plan members and beneficiaries. PERS acts as a
cominon investment and administrative agent for participating public employers within the State of California. All
full and part time Authority employees working at least 1,000 hours per year are eligible to participate in PERS,
Under PERS, benefits vest after five years of service. Upon retirement, participants are entitied to an annual
retirement benefit, payable for life, in an amount equal to a benefit factor times the monthly average salary of their
highest twelve consecutive months full-time equivalent monthly pay. The Authority is a member of the
Miscellaneous 2.5% at 55 Risk Pool. Copies of the PERS annual financial report may be obtained from their
Executive Office, 400 P Street, Sacramento, CA 95814,

Funding Policy: Active plan members are required to contribute 8% of their annval covered salary, which is shared
between the Authority and the employees. The Authority agrees to contribute approximately 5.7% of the employee’s
contribution and the employees contribule approximately 2.3% as specified in the related MOU. Contributions
made on behalf of Authorily employees total $24,348 and $16,122 for the years ended December 31, 2010 and
2009, respectively, The Authority is required to contribule at an actuarially determined rate: the rate for January 1 to
Tune 30, 2009 was 10.037%, the rate for July 1, 2009 to June 30, 2010 was 9.79%, and the rate from July 1 to
December, 2010 was 10.263%. The contribution requirements of plan members and the Authority are established
and may be amended by PERS. The Authority’s total contributions for years ended December 31, 2010, 2009, and
2008 were $65,087, $43,013 and $39,852, respectively,

NOTE H-OTHER POSTRETIREMENT EMPLOYEE BENEFITS (OPEB)

Plan Description: The Authority’s other postemployment benefits (OPEB) plan {the Plan) is a single-employer
defined benefit healthcare plan administered by the Authority. The Plan provides healthcare insurance coverage for
eligible retirees through the Authority’s group medical insurance plan, which covers both active and retired
participants. Emyployees are eligible to participate in the Plan if they have ten years of continuous service, attain age
55 and retive directly from the Authority. Since premiums are determined for active employees and retirees on a
combined basis, an implied subsidy must be reflected under GASB 45. Benefit provisions are established and may
be amended through agreements and memorandums of understanding between the Project and its employees as
approved by the Commissioners. The Plan provides that the Authority will continue to provide retired employees
group medical coverage and that retived employees will reimburse the Authority for one-half of their health
insurance costs for up to ten years of benefits. At age 65 the retired employee is dropped from coverage and
becomes eligible to participate in the federal government’s Medicare insurance program.

Funding Policy: The contribution requirements of the Plan participants and the Authority are established and may
be amended by the Authority. The Authority’s funding commitment is in accordance with a Memorandum of
Understanding (MOU) with its employees and subject to change with each new MOU. Empioyees are not required
to contribute to the plan. It is the policy of the Authority to fund postretiremient healthcare premiums on a pay-as-
you go basis. The Authority has no separate trust or plan assets.

Annual OPEB Cost and Net OPEB Obligation: The Authority’s annual other post-employment benefit cost
(expense) is calculated based on the annual required contribution (ARC) of the employer. The ARC represents a
tevel of funding that, if paid on an ongoing basis, is projected fo cover the normal cost each year and amortize any
unfunded actuarial liabilities (or funding excess) over a period not to exceed 30 years.

The following table shows the components of the Authority’s annual OPEB cost for the year, the amount actually
contributed to the Plan, and changes in the Authority’s Net OPEB obligation:
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TRI-DAM POWER AUTHORITY
NOTES TO THE BASIC FINANCIAL STATEMENTS (Continued)

December 31, 2010 and 2009

NOTE H — OTHER POSTRETIREMENT EMPLOYEE BENEFITS (OPEB) (Continued)

2010 2009

Annual required contribution (ARC) 3 6,363 3 2,509
Interest on net OPEB obligation 115

Adjustment to annual required contribuion

Anmnual OPEB cost {expense) 6,478 2,509
Contributions made (6,478) {2,509)
{Increase) decrease in net asset - -
Net OPEB obligation (asset) - end of year $ - b -

The Authority’s annual OPEB cost, the percentage of ammual OPEB cost contributed to the Plan, aud the new OPEB
obligation for years ending December 31 were as follows:

Percentage of Net
Fiscal Year Ammal OPEB Annual OPEB OPEB
Ending Coslt Cost Contributed Obligation
December 31, 2008 5 2,391 100% $ -
December 31, 2009 2,509 100% -
December 31, 2010 6,478 100% -

Funded Status and Funding Progress: As of December 31. 2010 and 2009, the Plan was not funded. The Plan
operales on a pay-as-you go basis.

Actuarial valuations of an ongoing plan involve estimates of the value of expected benefit payments and
assumptions about the probability of occurrence of events far into the future, Examples include assumptions about
future employment, mortality, and the healthcare cost trendt. Amounts determined regarding the funded status of the
plan and the annual required contributions of the employer are subject to continual revision as actual results are
compared with past expectations and new estimates are made about the future. The schedule of funding progress,
presented as required supplementary information on the following page, presents multi-year trend information about
whether the actuarial value of plan assets is increasing or decreasing over time relative to the actuarial accrued
liabilities for benefits.

Actuarial Methods and Assumptions: Projections of benefits for financial reporting purposes are based on the
substantive plan (the plan as understood by the employer and the plan participants) and include the types of benefits
provided at the time of each valuation and the historical pattern of sharing of benefit costs between the employer and
plan participants to that point. The actuarial methods and assumptions used include techniques that are designed to
reduce the effects of short-term volatility in actuarial accrued liabilities and the actuarial value of assets, consistent
with the long-term perspective of the calculations.
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December 31, 2010 and 2009

NOTE H - OTHER POSTRETIREMENT EMPLOYEE BENEFITS (OPEB) (Continued)

For the December 31, 2010 and 2009 valuations, the Authority elected to use the alternative measurement method as
allowed under Governmental Accounting Standards Board Statement No. 45. The Authority computed its ARC
using the unit cost credit method with UAAL amortized as a level dollar amount. The actuarial assuniptions in 2010
included a 4.0% investment rate of return, health premiums increases of 4.1% to 4.9%, an average refirement age of
60, a 94% to 100% probability of remaining employed until retirement and an average life expectancy of more than
65 years. The actoarial assumptions in 2009 included a 4.0% investment rate of return, health premiums increases
of 8%, 100% probability of remaining employed until retirement and an average life expectancy of more than 65
years. The initial UAAL was amortized as a level dollar amount over a fixed 30-year period as of June 30, 2010 and
2009. Information for 2009 and 2008 was not available.

Required Supplementary Information
Other Postemployment Benefits Plan (OPEB)
Schedule of Funding Progress of OPEB Plan

Unfunded
Actuarial Actuarial UAALasa
Actuarial Accrued Accrued Percentage of
Actuarial Value of Liability Liability Funded Covered Covered
Valuation Assets (AAL) (UAAL) Ratio Payroll Payroll
Date {a) {b) (b-a) (a/b) {b) {(b-a)/c)
Decmeber 31, 2010 § - 5 51,820 % 51,820 0.00% $ 406,509 12.75%

NOTE I~ CONTINGENCIES

Water Rights: The State Water Resources Control Board (SWRCB) has been conducting water-rights hearings to
implement the Water Quality Control Plan for the San Francisco Bay/Sacramento-San Joaquin Delta Estuary it
adopted May 19935, Qakdale Irrigation District and South San Joaquin Irrigation District {Districts) joined other
irrigation districts in proposing the San Joaquin River Group Agreement (Agreement) to the SWRCB. The water
flow schedules in that Agreement were adopted by the SWRCB (Decision 1641). It is anticipated that the Decision
will be challenged in court and that the Districts will be obliged to defend the action. If the action to set aside the
Decision is successfud, the impact on the Authority is uncertain.

Tax_Compliance: The Authority’s 1984 and 1994 Revenue Bonds have been retired; however, there were some
interpretations and estimates made in regard to that Bond lssue’s compliance with certain Federal tax laws and the
handling of Bond proceeds by the Authority. The treatiment of such Bond proceeds by the Authority was in
accordance with the directions of the Authority’s Bond Counsel, however no approval of this treatment by the
Internal Revenue Service (IRS) has been requested or recetved in regard to the final disposition of this matter. The
potential impact of any adverse finding by the IRS, should any be made, is unknown at the present time.

Claims: The Authority is a parly to various claims, legal actions and complaints that arise in the normal operation of

business. Management and the Authority’s legal counsel believe that there are no loss contingencies that would
have a material adverse impact on the financial position of the Authority.
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RiChal‘dSOH & Company 550 Howe Avenue, Suite 210

Sacramento, California 95825

Telephone: {916) 564-8727
FAX: (916) 564-8728

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENY AUDITING STANDARDS

Board of Commissioners
Tri-Dam Power Authority
Strawberry, California

We have audited the basic financial statements of the Tri-Dam Power Authority (the Authority} as of and for the
year ended December 31, 2010 and have issued our report thereon dated April 25, 2011, We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards applicable
to financial andits contained in Government Auditing Standards, issued by the Comptroller General of the United
States.

Internal Control Qver Financial Reporting

In planning and performing our audit, we considered the Authority’s internal control over financial reporting as a
basis for designing our auditing procedures for the purpose of expressing our opinion on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of the Authority’s internal control over
financial reporting, Accordingly, we do not express an opinion on the effectiveness of the Authority’s internal
conirol over financial reporting.

A deficiency in infernal control exists when the design or operation of a conirol does not allow management or
employees, in the normat course of performing their assigned functions, to prevent or detect misstatements on a
timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal conirol such that
there is a reasonable possibility that a material misstatement of the entity’s financial statements will not be
prevented, or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and was not designed to identify alt deficiencies in internal control over financial reporting
that might be deficiencies, significant deficiencies, or material weaknesses. We did not identify any deficiencies in
internal control over financial reporting that we consider to be material weaknesses, as defined above. However, we
identified a deficiency in internal control over financial reporting, described in the accompanying schedule of
findings as finding 2010-1 that we consider to be a significant deficiency in internal control over financial reporting,
A significant deficiency is a deficiency, or combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with governance.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority’s financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements, noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an objective of our
audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncomphiance that are required to be reported under Government Auditing Standards.
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We noted certain other matters that we reported to management of the Authority in a separate letter dated April 25,
2011,

The Authority’s response to the findings identified in our audit is described in the accompanying schedule of
findings. We did not audit the Authority’s response and, accordingly, we express ito opinion on it

This report is intended solely for the information and use of the Board of Commissioners, Oakdale Irrigation
District, South San Joaquin Irrigation District, management and others within the organization and is not intended to
be and should not be used by anyone other than these specified parties.

Aprit 25, 2011
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TRI-DAM POWER AUTHORITY
SCHEDULE OF FINDINGS

For the Year Ended December 31, 2010

CURRENT YEAR FINDINGS:
INTERNAL CONTROL OVER FINANCIAL REPORTING:

Condition: The Authority’s capital assets were misstated.

Effect; Capital assets needed to be reconciled to the supporting detail records and a number of adjustments needed
to be posted to correct the balances of capital assets and accumulated depreciation, which delayed the completion of
the audit.

Cause: A number of adjustments were posted to capital asset accounts in the general ledger in prior years that were
not reflected on the capital asset detail records. As a result, the Chief Financial Officer had 1o spend a significant
amount of time to correct the capital asset detail records, reconcile the balances o the general ledger and post
correcting journal entries. Had this reconciliation been performed carlier in the year it wounld not have delayed the
completion of the audit.

Recommendation: We recommend capital asset transactions be posted periodically throughout the year. Ideally
capital asset entries should be posted on a monthly or quarterly basis. The detail list of capital assets should be
reconciled to the general ledger after updating the list for current activity. It appears the December 31. 2010 capital
asset records were properly reconciled at the conclusion of the aundit.

Management’s Response; We believe the capital assets are properly recorded at December 31, 2010, We began
posting capital asset additions and reconciling the capital asset detail list to the general ledger on a monthly basis in
2011.

STATUS OF PRIOR YEAR FINDINGS:

None

26



