





TRI-DAM PROJECT
Notes to Financial Statements
December 31, 2008

Note 2 - Cash and Investments (concluded)

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
Project deposits by pledging first trust deed mortgage notes having a value of 150% of the secured
public deposits.

The custodial credit risk for investments is the risk that, in the event of the failure of the counterparty
(e.g., broker-dealer) to a transaction, a government 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 Project’'s investment policy do not contain legal or policy requirements that would limit the exposure
to custodial credit risk for investments. With respect to investments, custodial credit risk generally
applies only to direct investments in marketable securities. Custodial credit risk does not apply to a local
government’s indirect investment in securities through the use of mutual funds or government
investment pools (such as LAIF).

Concentration of Credit Risk

The investment policy of the Project contains no limitations on the amount that can be invested in any
one issuer beyond that stipulated by the California Government Code except that no more than 30% of
the portfolio may be invested in corporate obligations.

Investment in State Investment Pool

The Project is a voluntary participant in the Local Agency Investment Fund (LAIF) that is regulated by
the California Government Code under the oversight of the Treasurer of the State of California. The fair
value of the Project’s investment in this pool is reported in the accompanying financial statements at
amounts based upon the Project’'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.

As of December 31, 2008, LAIF had approximately $63.3 billion in investments. Annual reports of the
Pooled Money Investment Account (PMIA) may be obtained from the California Treasurer’'s web site at
www.treasurer.ca.gov.

Note 3 - Power Generation Revenues and Receivables

Power generation revenues were provided by:

___ 2008 _ 2007
Energy deliveries $ 27,734,586 $ 19,861,939
Headwater Benefit to PG&E 294 717 293,400
Total $ 28,029,303 $ 20,165,339

At December 31, 2008, power generation receivables in the amount of $1,423,142 represented revenues
earned from energy deliveries and headwater benefit assessments for the month of December 2008 and
certain other receivables from Pacific Gas and Electric Company.
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Note 4 - Capital Assets

Capital asset activity for the year consists of the following:

TRI-DAM PROJECT

Notes to Financial Statements

December 31, 2008

Beginning Additions/ Retirements/ Ending
Balance Completions Adjustments Balance

Non-depreciable assets
Land 196,313 $ - - 196,313
Construction-in-progress - 3,440,046 - 3,440,046

subtotals 196,313 3,440,046 - 3,636,359
Depreciable assets
Dam and power plants 41,269,561 - - 41,269,561
Reservoir, dam, water 989,919 - - 989,919
Water, wheel, turbines, generators 7,250,899 - - 7,250,899
Accessory electric equipment 1,276,005 - - 1,276,005
Service center 259,177 - - 259177
Miscellaneous power plant equip. 2,149,024 - (450,000) 1,699,024
Railroad relocation 1,082,161 - - 1,082,161
Streamgaging station 96,446 - - 96,446
Telemetry 2,505,435 9,343 - 2,914,778
Housing 623,140 29,775 - 652,915
Engineering costs 5,565,085 - - 5,565,085
Office furniture and equipment 93,555 22,344 - 115,899
Transportation equipment 1,095,387 234,569 - 1,329,956
Tools, shop and garage equipment 33,512 - - 33,512
Power operated equipment 25,370 - - 25,370
Communication equipment 149,728 - - 149,728
Miscellaneous equipment 502,668 103,817 - 606,485
Capitalized interest 5,163,904 - - 5,163,904
Interest (gain) on construction invest. (1,5619,929) - - (1,519,929)

subtotals 69,011,047 399,848 {(450,000) 68,960,895
Accumulated depreciation (34,486,152) (1,006,426) - (35,492,578)
Total Capital Assets, net $ 34,721,208 $ 2,833,468 $ (450,000) $ 37,104,676

Note 5 - Construction-in-Progress

The Project expects to invest approximately $18,000,000 in feasibility, design, engineering and
construction costs for the addition of a third generating unit at the Project’'s Tulloch Reservoir to augment
the two existing units. This investment project will be financed from existing cash flows or with a
combination of cash and borrowings.

Note 6 - Distributions to Districts

The Project provided the following cash distributions from surplus operation funds:

2008 2007
Oakdale Irrigation District $ 9,400,000 $ 10,600,000
South San Joaquin Irrigation District 9,400,000 10,600,000

$ 21,200,000

In January 2009, the Project provided cash distributions to the Districts in the amount of $8,400,000.
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Note 7 - Risk Management

The Project is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions; and natural disasters, for which the Project carries commercial insurance.
The Project carries, jointly with the Tri-Dam Power Authority, commercial insurance coverage which
includes $75 million on real and personal property (excluding dams and penstocks), $15 million business
income interruption coverage (30 days waiting period and 6 months period of indemnity). The Project also
carries $1 million general liability for all owned vehicles. There were no settlements in 2008 that exceeded
applicable coverage.

Note 8 - 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 Joaguin
Delta Estuary it adopted in May 1995. Oakdale 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 the Agreement were adopted by the SWRCB (Decision
1641). It is expected 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 successful, the impact on the Project is
uncertain.

Tulloch Power Generation: The CVPIA passed by Congress in 1992 provides for substantial changes in
operation of the New Melones Reservoir. The impact of these changes upon power generation at the
Tulloch plant cannot be presently determined, but could be significant because power generation at Tulloch
is controlled by New Melones operating conditions.

Note 9 - Defined Benefit Pension Plan

Plan Description

All eligible full-time employees participate in the Project’'s defined benefit pension plan, administered
through the California Public Employee's Retirement System, which provides retirement and disability
benefits, annual cost of living adjustments and death benefits to plan members and beneficiaries. The
California Public Employees' Retirement System (CalPERS) is an agent multiple-employer plan
administered by CalPERS, which acts as a common investment and administrative agent for
participating public employers within the State of California. A menu of benefit provision as well as other
requirements is established by State statutes within the Public Employees' Retirement Law. The Project
selects optional benefit provisions from the benefit menu by contract with CalPERS and adopts those
benefits through local resolution (other local methods). CalPERS issues a separate comprehensive
annual financial report. Copies of the CalPERS annual financial report may be obtained from the
CalPERS Executive Office, 400 P Street, Sacramento, California, 95814.

Funding Status and Progress

Participants are required to contribute 7% of their annual salary. Of that 7%, the Project contributes 6%,
while the employees contribute 1%. The Employer is required to contribute at an actuarially determined
rate of annual covered payroll. The contribution requirements of plan members and the Employer are
established and may be amended by CalPERS. The required employer contribution rate for 2009 is
estimated at 10.037%.
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Note 9 - Defined Benefit Pension Plan (continued)

Annual Pension Cost

The Project’s annual pension cost of $ $257,439 for 2008, and $245,253 for 2007, to CalPERS was
equal to the employer's required and actual contributions. The required 2008 contribution was
determined as part of the June 30, 2005, actuarial valuation using the entry age normal actuarial cost
method. The actuarial assumptions included: (a) an 7.75% investment rate of return (net of
administrative expenses), (b) projected annual salary increases of 3.25% to 14.45% depending on age,
service and type of employment, (¢) an inflation rate of 3.0%, (d) a payroll growth rate of 3.25%, and (e)
an individual salary growth merit scale varying by duration of employment coupled with an assumed
annual inflation growth of 3.0% and an annual production growth of 0.25%.

Three-Year Trend Information

Fiscal Annual Pension Cost Percentage of Net Pension
Year (APC) APC Contributed Obligation
6/30/06 $ 219,577 100% $-0-
6/30/07 $ 245,253 100% $-0-
6/30/08 $ 257,439 100% $-0-

Note 10 - Other Postretirement Employee Benefits (OPEB)

Plan Description

All eligible full-time employees participate in the Project’s self-funded, self administered postretirement
employee medical benefits plan. The Plan provides that the Project will continue to provide retired
employees group medical coverage and that retired employees will reimburse the Project for one-half of
their health insurance costs for up to ten years after retirement between the ages of 55 and 65 as long
as the employee retires with at least ten years of service. 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 Project's commitment is in accordance with a Memorandum of Understanding (MOU) with its
employees and subject to change with each new MOU. The current MOU expires on February 29,
2012. Employees are not required to contribute to the plan. It is the policy of the Project to not fund the
plan.

Annual Costs
The Project’s annual cost was $12,399 for 2008, and $5,191 for 2007.

Actuarial Assumptions

The Project has calculated its December 31, 2008 OPEB obligation to be $938,779. Actuarial
assumptions include: (1) a growth in medical insurance premium costs of 8% per year, (2) a net present
value of 4%, and (3) all eligible employees will retire as soon as they achieve 10 years of service,
between the age of 55 and 65.

Note 11 - Power Purchase Agreement

The Project entered into a five year power purchase agreement with Pacific Gas and Electric (PG&E)

that had, as one of its provisions, an option for early termination upon notice and payment of a fee. The

Project elected to terminate the agreement one year before its natural end. The Project had considered
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Note 11 - Power Purchase Agreement (continued)

alternatives to PG&E owing to changes in the power market that made the existing agreement less
favourable than market terms. PG&E was offered the opportunity to improve the arrangement but
declined. Shell Energy North America (SENA) was chosen by the Project to market all output and
agreed to pay the termination fee per the PG&E agreement. The Project entered into a five year
agreement with SENA for power purchase and sales as of January 1, 2009.

Note 12 - New Pronouncements

The GASB has issued Statement No. 43, “Financial Reporting for Postemployment Benefit Plans Other
than Pension Plans,” which provides guidance on how to report “OPEB” plans that qualify as a trust or
agency funds or as fiduciary component units of either a participating employer, a plan sponsor, a public
employee retirement system (PERS) or other administering entity. The requirements of this statement
are effective for fiscal periods beginning after December 15, 2007, for plans in which the sole or largest
employer has total annual revenues of less than $10 million (phase 3 entities).

The GASB has issued Statement No. 45, “Accounting and Financial Reporting by Employers for
Postemployment Benefits Other Than Pensions,” which provides guidance on all aspects of *“OPEB”
reporting by employers. The requirements of this statement are effective for fiscal periods beginning
after December 15, 2008, for governments that were phase 3 for the implementation of GASB 34 which
includes the Project.

The GASB has issued Statement No. 48, “Sales and Pledges of Receivables and Future Revenues and
Intra-Entity Transfers of Assets and Future Revenues.” This statement establishes criteria that
governments will use to ascertain whether certain transactions should be regarded as sales or
collateralized borrowings. The statement also includes disclosure requirements for future revenues that
are pledged or sold. The requirements of the new statement become effective for fiscal period
beginning after December 15, 2006.

The GASB has issued Statement No. 49, “Accounting and Financial Reporting for Pollution Remediation
Obligations,” which provides guidance on how to calculate and report the costs and obligations
associated with pollution cleanup efforts. The requirements of the new statement become effective for
fiscal periods beginning after December 15, 2007.

The GASB has issued Statement No. 50, “Pension Disclosures.” This statement more closely aligns the
financial reporting requirements for pensions with those for other postemployment benefits. The
requirements of the new statement become effective for fiscal periods beginning after June 15, 2007
except for the requirement for plans that use the aggregate actuarial cost method to present a schedule
of funding progress using the entry age actuarial cost method which is effective for the actuarial
valuations as of June 15, 2007.

The GASB has issued Statement No. 51, “Accounting and Financial Reporting for Intangible Assets.”
This statement establishes accounting and financial reporting requirements for intangible assets
including easements, water rights, timber rights, patents, trademarks, and computer software. The
requirements of this Statement are effective for financial statements for periods beginning after June 15,
2009
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TRI-DAM PROJECT
Schedule of Funding Progress
Defined Benefit Pension Plan
Year Ended December 31, 2008

Report Format

Since the Project has less than 100 active members in each plan, it is required by CalPERS
to participate in a risk pool. The following valuation reports the activity of the risk pool as a
whole and not the specific activity of individual members such as the Project.

Miscellaneous Plan - 2% at 55 Actuarial Valuation Date - Fiscal Year Ended
June 30, 2007 June 30, 2006 June 30, 2005

Actuarial Accrued Liabilities (AL) $ 2611,746,790 $  2,754,396,608 $ 2,891,460,651
Actuarial Value of Assets (AVA) $ 2,391,434 447 $ 2,492,226,176 $  2,588,713,000
Unfunded Liabilities (UL) $ 220,312,343 $ 262,170,432 $ 302,747,651
Funded Ratio (AVA/AL) 91.6% 90.5% 89.5%
Annual Covered Payroll $ 655,522,859 3 699,897,835 $ 755,046,679
UL as a Percentage of Payroll 33.1% 37.5% 40.1%

Note - Details of the defined benefit pension plan can be found in Note 9 of the financial statements.
Information for the fiscal year ended June 30, 2008 has not been released by the Plan Actuary.
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TRI-DAM PROJECT
Schedule of Operations and Maintenance Expenses
Year Ended December 31, 2008

Page 1 of 5
for comparative
purposes only
2008 2007
Donnells Facility
Operations
Supervision wages and benefits 3 32,127 $ 23,279
Hydraulic wages and benefits 11,777 17,512
Electric wages and benefits 176,922 145,419
Other wages and benefits 43,095 22,604
Supplies and materials 5,325 5,036
Total Operations 269,246 213,849
Maintenance
Supervision wages and benefits 17,435 40,249
Structures wages and benefits 26,497 13,301
Reservoirs and dams wages and benefits 70,405 26,328
Electrical plant wages and benefits 101,146 52,458
Other wages and benefits 15,332 15,309
High voltage wages and benefits 33,173 615
Communications and security wages and benefits 18,279 17,902
Supplies and materials 103,294 70,448
Total Maintenance 385,561 236,611
Total Donnells Facility 654,807 450,460
Beardsley Facility
Operations
Supervision wages and benefits 20,750 19,028
Hydraulic wages and benefits 22,642 17,605
Electric wages and benefits 146,601 142,114
Other wages and benefits 41,011 23,679
Supplies and materials 1,992 2,398
Total Operations 232,996 204,824
Maintenance
Supervision wages and benefits 15,819 34,549
Structures wages and benefits 36,981 6,978
Reservoirs and dams wages and benefits 24,950 18,470
Electrical plant wages and benefits 53,366 61,097
Other wages and benefits 9,217 16,696
High voltage wages and benefits 131 261
Communications and security wages and benefits 9,394 16,286
Supplies and materials 22,081 44 850
Total Maintenance 171,939 199,187
General and Administrative
Other wages and benefits - -
USFS Resource Management Support 8,126 8,344
Total General & Administrative Beardsley 8,126 8,344
Total Beardsley Facility 413,061 412,355
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Page 2 of &
for comparative
purposes only
2008 2007
Tulloch Facility
Operations
Supervision wages and benefits $ 19,755 $ 19,028
Hydraulic wages and benefits 24,703 20,364
Electric wages and benefits 179,665 164,441
Other wages and benefits 13,529 1,886
Supplies and materials 2,673 2,886
Total Operations 240,325 208,606
Maintenance
Supervision wages and benefits 22,592 52,380
Structures wages and benefits 71,690 7,150
Reservoirs and dams wages and benefits 22,300 23,715
Electrical plant wages and benefits 19,412 93,324
Other wages and benefits 8,836 23,380
High voltage wages and benefits 810 1,824
Communications and security wages and benefits 9,681 4,786
Supplies and materials 24,869 22,929
Total Maintenance 180,190 229,489
General and Administrative
Headwater Benefit Assessment 90,089 92,737
Total Tulloch Facility 510,604 530,832
Goodwin Facility
Operations
Supervision wages and benefits 29,505 29,560
Hydraulic wages and benefits 22,726 19,660
Electric wages and benefits 92,399 89,603
Other wages and benefits 1,395 734
Supplies and materials 1,718 1,413
Total Operations 147,743 140,970
Maintenance
Supervision wages and benefits 2,044 2,658
Structures wages and benefits 1,318 -
Reservoirs and dams wages and benefits 2,258 2,724
Other wages and benefits 1,234 -
Communications and security wages and benefits 6,105 18,799
Supplies and materials 22 887
Total Maintenance 12,981 25,068
General and Administrative
Administrative wages and benefits 8,876 7,962
Contract Services 1,960 1,978
Property insurance 3,602 5,062
Dam safety fees 11,717 10,579
Streamgaging 53,058 47,570
Other 2,400 2,400
Total General & Administrative Goodwin 81,613 75,551
Total Goodwin Facility 242 337 241,589
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Mt Elizabeth Facility
Operations
Supplies and materials
Maintenance
Supervision wages and benefits
Structures wages and benefits
Other wages and benefits
Communications and security wages and benefits
Supplies and materials
Total Maintenance
Total Mt. Elizabeth Facility

Strawberry Peak Facility
Operations
Supplies and materials
Maintenance
Supervision wages and benefits
Structures wages and benefits
Other wages and benefits
Communications and security wages and benefits
Supplies and materials
Total Maintenance
Total Strawberry Peak

Operations Center
Operations
Supervision wages and benefits
Hydraulic wages and benefits
Electric wages and benefits
Supplies and materials
Total Operations
Maintenance
Supervision wages and benefits
Structures wages and benefits
Communications and security wages and benefits
Supplies and materials
Total Maintenance
Total Operations Center

Service Center Facility
Operations
Hydraulic wages and benefits
Maintenance
Supervision wages and benefits
Structures wages and benefits
Equipment wages and benefits
Communications and security wages and benefits
Supplies and materials
Total Maintenance

Page 3 of 5

for comparative
purposes only

2008 2007
9,911 9,985
2,571 2,099

532 6,115
1,420 3,268
6,767 10,380

- 284

11,290 22,147
21,201 32,133
6,039 6,421
1,440 2,519
2,692 972
2,130 1,390
8,048 12,185
15,791 -
30,101 17,066
36,140 23,487
22,196 19,058
2,433 931
44978 52,509
3,596 4,916
73,203 77,413
330 1,664
486 -
16,673 4218
3,213 771
20,702 6,654
93,905 84,067

115 -

934 1,255
1,258 -

28,282 21,047
222 -
159,657 101,593
190,353 123,895
Total Service Center -31- 190,468 123,895
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Page 4 of 5
for comparative
purposes only
2008 2007
Division Point Facility
Operations
Supervision wages and benefits $ 19,910 $ 19,288
Hydraulic wages and benefits 20,918 22,618
Electric wages and benefits 90,217 90,348
Supplies and materials 1,369 1,338
Total Operations 132,414 133,593
Maintenance
Supervision wages and benefits 2,979 3773
Structures wages and benefits 635 1,284
Reservoirs and dams wages and benefits 486 -
Other wages and benefits 316 1,948
Communications and security wages and benefits 3,899 15,009
Supplies and materials 609 80
Total Maintenance 8,924 22,094
Total Division Point 141,338 155,687
Total Operations & Maintenance $ 2,303,861 $ 2,054,505
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General and Administrative
Outside services $
Administrative wages and benefits
FERC license fees
Property insurance
Safety fees and expense
Other wages and benefits
Streamgaging
Office supplies and expense
Utilities
Meals allowances and travel expense
Telephone, internet, data links
Miscellaneous
Computer supplies
State Water Rights fees
Professional organizations
County taxes

Total General and Administrative

Depreciation and Amortization

Grand Total All Expenses $

Recapitulation
Operations
Maintenance
General and administrative

Total Operations, Maintenance, G&A
Depreciation and amortization

Grand Total All Expenses $

Page 5 of 5

for comparative

purposes only

2008 2007

2,816,384 $1,376,359
385,693 344,509
284,586 282,475
226,338 245,606
102,105 98,941
59,189 55,457
48,324 35,796
38,755 39,832
27,303 22,397
17,032 17,370
15,473 21,383
13,141 15,547
6,841 7,498
2,012 -
1,500 12,397
1,314 1,133
4,045,088 2,576,700
1,070,245 1,221,283
7,420,094 5,852,488
1,111,993 995,661
1,012,041 882,211
4,225,815 2,753,333
6,349,849 4,631,205
1,070,245 1,221,283
7,420,094 5,852,488
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