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The required supplementary information, such as the Management’s Discussion and Analysis, and the budgetary
comparison for Special Revenue Fund is not a required part of the basic financial statements but is supplementary
information required by the accounting principles generally accepted in the United States of America. We have
applied certain limited procedures, which consisted principally of inquiries of management regarding the methods
of measurement and presentation of the required supplementary information. However, we did not audit the
information and express no opinion on it.

e & Assocutre

September 15, 2010
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The financial statements also include notes that explain some of the information in the financial statements and
provide more detailed data. Figure A-1 shows how the required parts of this annual report are arranged and
relate to one another.

Figure A-2 summarizes the major features of the Authority’s financial statements, including the portion of the
Authority they cover and the types of information they contain. The remainder of this overview section of
management’s discussion and analysis explains the structure and contents of each of the statements.







Government-wide statements include the statement of activities and the statement of net assets. Overall,
expenses exceeded revenues, which in turn lowered the reserve funds for the expenditure plan implementation.

Activities: The Authority’s total revenues for the current year, FYE 2010, were $8.1 million, of which
$2.3 million were from capital grants, $5.8 million was from operating grants/interest. The Authority’s total
revenues for FYE 2009 were $14.9 million, of which $2.5 million were from capital grants, $12.4 million was
from operating grants/interest and $5 thousand were from residual sales tax receipts. The Authority’s total
revenues for FYE 2008 were $16.2 million, of which $0.6 million were from capital grants, $14.9 million was
from operating grants/interest and $0.7 million were from residual sales tax receipts (see Table A-1 and
Figure A-3).

The total expenses for the Authority in the current year, FYE 2010, were $30.9 million, which was primarily
for Highways and Streets. The total expenses for FYE 2009 were $30.1 million, which was primarily for
Highways and Streets. The total expenses for the Authority in FYE 2008 were $20.2 million, which was
primarily for Highways and Streets (see Table A-1 and Figure A-4).

In the current year, FYE 2010, expenses exceeded revenues by $22.8 million, resulting in net assets of $189.2
million at year-end. In FYE 2009, expenses exceeded revenues by $15.1 million, resulting in net assets of
$212.1 million at year-end. In FYE 2008, expenses exceeded revenues by $4.0 million, resulting in net assets
of $227.2 million at year-end (see Table A-1).
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ALAMEDA COUNTY TRANSPORTATION AUTHORITY

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010

(1) Summary of Significant Accounting Policies

a. Reporting Entity

The Alameda County Transportation Authority (ACTA) was created by the approval of Measure B
by Alameda County, California (the County) voters in November 1986. Measure B authorized the
imposition of a one-half of one percent sales and use tax (the sales tax) in the County, the proceeds
of which are principally reserved for highway improvements, local transportation improvements,
and transit funding (collectively, the programs) in the County. The sales tax commenced April 1,
1987 and expired on March 31, 2002.

ACTA is responsible for completing all of the projects in the expenditure plan adopted by voters, or
to delegate this responsibility. Revenues from interest on the fund balance are estimated to cover all
future administrative costs.

The basic financial statements of ACTA include all of its financial activities. ACTA is the sole
independent Authority responsible for receiving and allocating funds from the 1986 Measure B
necessary to complete the program and was governed by a nine-member board of elected officials
from the County and local sites. Please refer to Footnote (2) for details.

b. Government-Wide and Fund Financial Statements

The fund financial statements (i.e., balance sheet and statement of governmental fund revenues,
expenditures, and changes in fund balance) and government-wide financial statements (i.e.,
statement of net assets and the statement of activities) have been combined, as prescribed in
Governmental Accounting Standards Board (GASB) statement number 34, as it applies to special
purpose entities. The Authority meets the definition of a special purpose entity. These statements
report information on all of the non-fiduciary activities of ACTA.

¢. Measurement Focus, Basics of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economics measurement focus and
accrual basis of accounting. Revenues are recorded when earned and expenses area recorded when
a liability is incurred, regardless of the timing of related cash flows. Sales tax revenues are recorded
when the tax is due from the State Board of Equalization. Grants and similar items are recognized
as revenue as soon as all eligibility requirements have been met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon
as they are both measurable and available. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current period.
For this purpose, ACTA considers revenues to be available if they are collected within 60 days of
the end of the current fiscal period. Expenditures generally are recorded when a liability is incurred
as under accrual accounting. However, expenditures related to compensated absences are recorded
only when payment is due.

15



ALAMEDA COUNTY TRANSPORTATION AUTHORITY

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010

(1) Summary of Significant Accounting Policies (Continued)
d. Measurement Focus, Basics of Accounting, and Financial Statement Presentation (Continued)

Sales taxes, local matching revenue, and investment income (including the change in the fair value
of investments) associated with the current fiscal period are all considered to be susceptible to
accrual and so have been recognized as revenues of the current fiscal period using the modified
accrual basis of accounting as described above.

ACTA reports the following major governmental fund:

The capital projects fund is the primary operating fund, which accounts for resources accumulated
and payments made for the acquisition or construction of major capital improvements in accordance
with the Alameda County Transportation Authority Expenditure Plan. ACTA does not retain
ownership of these improvements.

e. Budgetary Data

Following a public meeting, ACTA adopts an annual budget for all governmental fund types to be
effective July 1 for the ensuing fiscal year. From the effective date of the budget, which is adopted
and controlled at the program level, the amounts stated therein as proposed expenditures become
appropriations to the various programs. Once a quarter, ACTA approves all transfers between
expenditure objects and overall budget modifications during the year. For the capital projects fund,
ACTA approves reimbursements to the project sponsors, and reimbursements are not to exceed
contract limits. Annual budgets are adopted on a basis consistent with accounting principles,
generally accepted in the United States of America.

S Deposits and Investments

ACTA’s cash and investments are maintained in custodial investment accounts managed by
independent investment advisors, and with the California State Treasurers. ACTA generally holds
investments until maturity. All cash and investments of ACTA are restricted as to their use as
specified in the State government code.

ACTA’s investments are stated at fair value. Fair value has been obtained by using market quotes

as of June 30, 2010 and reflects the values as if ACTA were to liquidate the securities on that date.
Money market investments are valued at amortized cost, which approximates market value.

16



ALAMEDA COUNTY TRANSPORTATION AUTHORITY

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010

(1) Summary of Significant Accounting Policies (Continued)

g.

Capital Assets

Capital assets, which include land, leasehold improvements, and furniture and equipment, are
reported in the government-wide financial statements. Capital assets are defined by ACTA as assets
with an initial, individual cost of $5,000 or more and an estimated useful life in excess of one year.
Such assets are recorded at historical cost or estimated historical cost if purchased or constructed.
Donated capital assets are recorded at estimated fair market value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the assets or materially
extend assets lives are not capitalized.

Capital assets of ACTA are depreciated using the straight-line method over the following estimated
useful lives:

Years
Office Furniture and Equipment 5
Computer Equipment 3
Leasehold Improvements 5

Long-Term Obligations

In the government-wide financial statements, long-term debt and other long-term obligations are
reported as liabilities in the statement of net assets. ACTA does not have any long-term liabilities.

Fund Equity

In the fund financial statements, governmental funds report reservations of balance for amounts that
are not available for appropriation or are legally restricted by outside parties for use for a specific
purpose.

Interfund Transfers

Interfund transfers are generally recorded as transfers in (out) except for reimbursement for services
performed, which are recorded as a reduction of expenditures in the performing fund and
expenditures of the receiving fund.

Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumption that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.

17



ALAMEDA COUNTY TRANSPORTATION AUTHORITY

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010

@)

&)

Creation of Alameda County Transportation Commission (Alameda CTC) and Termination
of ACTA on July 1, 2010

On March 25, 2010, ACTIA, the Alameda County Congestion Management Agency (ACCMA), the
County of Alameda, the fourteen cities within Alameda County, the Bay Area Rapid Transit District
and the Alameda-Contra Costa Transit District entered into a Joint Powers Agreement (JPA). On
June 24, 2010, the Boards of ACTIA and ACCMA gave the final approval which created a joint
powers agency, pursuant to the California Joint Exercise of Powers Act, known as the Alameda
County Transportation Commission (Alameda CTC).

The Alameda CTC is 'the successor agency of ACCMA, ACTIA and ACTA, and has all the
functions and responsibilities of such agencies along with certain additional powers as described in
the JPA.

ACTA Board had determined that ACTA be terminated upon the formation of the Alameda CTC,
and that all assets, functions and responsibilities, including but not limited to ACTA's existing
contracts and agreements, be transferred and assigned to ACTIA, and thereafter transferred and
assigned to the Alameda CTC upon the establishment by Alameda CTC of such accounts and
administrative capabilities as may be required to accept such transfer and assignment.

On June 24, 2010, the ACTA Board adopted the resolution that for financial transaction and
accounting purposes, the transfer of ACTA's assets, responsibilities and liabilities to ACTIA to be
effective on July 1, 2010. The ACTA Board also adopted the resolution that ACTA be dissolved,
terminated and extinguished effective as of the date of closing of the transfer of ACTA's assets,
functions and responsibilities to ACTIA, which was July 1, 2010. All known debts, liabilities and
other obligations of ACTA were assumed by ACTIA on July 1, 2010 and thereafter would be
assumed by the Alameda CTC.

Effective on July 1, 2010, ACTA transferred to ACTIA all remaining net assets in the amount of
$189, 243,755.

Deposits and Investments

Summary of Deposits and Investments

Deposits and Investments as of June 30, 2010, consists of the following:

Cash and cash equivalents $53,612
Investments 186,433,420
$186,487,032

18



ALAMEDA COUNTY TRANSPORTATION AUTHORITY

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010

(3) Deposits and Investments (Continued)

Policies and Practices

ACTA is authorized under California Government Code, or the Authority's investment policy if
different, to make direct investments in local agency bonds, notes, or warrants within the State; U.S.
Treasury instruments; registered State warrants or treasury notes; securities of the U.S. Government,
or its agencies; bankers acceptances; commercial paper; certificates of deposit placed with
commercial banks and/or savings and loan companies; repurchase or reverse repurchase agreements;
medium term corporate notes; shares of beneficial interest issued by diversified management
companies, certificates of participation, obligations with first priority security; and collateralized
mortgage obligations.

General Authorizations

Limitations as they relate to interest rate risk, credit risk, and concentration of credit risk are
indicated in the schedules below:

Maximum Maximum Maximum
Authorized Remaining Percentage Investment
Investment Type Maturity of Portfolio  In One Issuer
Local Agency Bonds, Notes, Warrants 5 years 10% 5%
Registered State Bonds, Notes, Warrants 5 years 10% 5%
U.S. Treasury Obligations 5 years None None
U.S Agency Securities 5 years None 35%
Banker's Acceptance 180 days 40% 5%
Commercial Paper 270 days 25% 5%
Negotiable Certificates of Deposit 3 years 30% 5%
Repurchase Agreements 90 days 20% None
Medium-Term Notes 5 years 30% 5%
Money Markets N/A 20% 5%
County Pooled Investment Funds N/A None None
Local Agency Investment Fund (LAIF) N/A None None

Policy also dictates that a maximum of 5% of total portfolio can be deposited with the California
Management Program (CAMP)

Interest Rate 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. ACTA manages its exposure to interest rate risk by
purchasing a combination of shorter term and longer term investments and by timing 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

19



ALAMEDA COUNTY TRANSPORTATION AUTHORITY

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010

(3) Deposits and Investments (Continued)

Interest Rate Risk (Continued)

Information about the sensitivity of the fair values of ACTA's investments to market interest rate
fluctuation is provided by the following schedule that shows the distribution of ACTA's investment

by maturity:
12 Months 13t0 24 2510 60
Investment Type or less Months Months Total
U.S. Agency Securities:
Non-Callable $25,805,363 $30,032,314 $41,462,723 $97,300,400
Callable 2,253,825 2,253,825
U.S. Treasury Bonds 13,789,695 15,485,011 1,315,821 30,590,527
Corporate Notes 5,436,405 26,129,799 6,640,804 38,207,008
Money Market Mutual Funds 223,210 223,210
California Local Agency Investment Fund 17,858,450 17,858,450
Total Investments 63,113,123 73,900,949 49,419,348 186,433,420
Cash in Bank 53,612 53,612
Total Cash and Investments $63,166,735 $73,900,949 $49,419,348 $186,487,032

The Authority is a participant in the Local Agency Investment Fund (LAIF) that is regulated by
California Government Code Section 16429 under the oversight of the Treasurer of the State of
California. The Authority reports its investment in LAIF at the fair value amount provided by LAIF,
which is the same as the value of the pool share. The balance is available for withdrawal on demand,
and is based on the accounting records maintained by LAIF, which are recorded on an amortized
cost basis. Included in LAIF’s investment portfolio are collateralized mortgage obligations,
mortgage-backed securities, other asset-backed securities, loans to certain state funds, and floating
rate securities issued by federal agencies, government-sponsored enterprises, United States Treasury
Notes and Bills, and corporations. At June 30, 2010, these investments matured in an average of

203 days.

20



ALAMEDA COUNTY TRANSPORTATION AUTHORITY

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010

(3) Deposits and Investments (Continued)
Credit Risk

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 the California Government
Code, ACTA's investment policy, or debt agreements, and the actual rating, per Moody’s, as of the
year-end for each investment type.

Investment Type Aaa Aa2 At Not Rated Total

U.S. Agency Securities:
Non-Callable $97,300,400 $97,300,400
Callable 2,253,825 2,253,825
U.S. Treasury Bonds $30,590,527 30,590,527
Corporate Notes 31,231,310 $3,841,208  $3,134,490 38,207,008
Money Market Mutual Funds 223210 223,210
California Local Agency Investment Fund 17,858,450 17,858,450
Totals Investments 131,008,745 3,841,208 3,134,490 48,448 977 186,433,420
Cash in Bank 53,612 53,612
Total Cash and Investments $131,062,357  $3,841,208  $3,134,490 $48,448,977 $186,487,032

Concentration of Credit Risk

The investment policy of ACTA contains limitations on the amount that can be invested in any one
issuer beyond the amount stipulated by the California Government code. Investments in any one
issuer (other than U.S Treasury securities, mutual funds and external investment pools) that
represent five percent (5%) or more of the total investments are as follows:

Investment Reported

Issuer Type Amount
Federal Home Loan Bank Federal Agency Securities $23,640,197
Federal Home Loan Mortgage Corp Federal Agency Securities 38,515,665
Federal National Mortgage Assoc Federal Agency Securities 12,063,676

21



ALAMEDA COUNTY TRANSPORTATION AUTHORITY

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010

(3) Deposits and Investments (Continued)
Custodial Credit Risk - Deposits

This is the risk that in the event of a bank failure, ACTA's deposits may not be returned to it.
ACTA’s policy, as well as the California Government Code, requires that a financial institution
secure deposits made by state or local governmental 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 deposits by pledging first trust deed mortgage notes having a value of 150% of the
secured public deposits and letters of credit issued by the Federal Home Loan Bank of San
Francisco having a value of 105% of the secured deposits. As of June 30, 2010, ACTA's bank
balance with a reported balance of $53,612 is collateralized with securities held by the pledging
financial institution's trust department or agent, but not in the name of the ACTA.

Custodial Credit Risk - Investments

This is the risk that, in the event of the failure of the counterparty (e.g., broker-dealer) to a
transaction, ACTA will not be able to recover the value of its investments or collateral securities that
are in possession of an outside party. It is ACTA’s policy that all securities held, be secured through
third-party custody and safekeeping.

Investment in the State Investment Pool - ACTA is a voluntary participant in the Local Agency
Investment Fund (LAIF) that is regulated by California government code Section 16429 under the
oversight of the Treasurer of the State of California. The fair value of ACTA's investment in the
pool is reported in the accompanying financial statement at amounts based upon ACTA'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 is recorded on the amortized cost basis.
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ALAMEDA COUNTY TRANSPORTATION AUTHORITY

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2010

(4) Capital Assets

a. Capital Assets - Governmental Activities

&)

A summary of changes in capital assets recorded governmental activities follows:

Capital assets not being depreciated
Land
Total capital assets not being depreciated

Capital assets being depreciated:
Furniture, equipment and leasehold improvements
Total capital assets being depreciated

Accumulated depreciation:
Furniture, equipment and leasehold improvements

Total capital assets being depreciated, net

Governmental activities capital assets, net

Depreciation Expense

Balance at Balance at
June 30, 2009  Additions  June 30,2010

$4,068,000 $4,068,000
4,068,000 4,068,000
54,813 $2,192 57,005
54,813 2,192 57,005
(31,302) (7,933) (39,235)
23,511 (5,741) 17,770
$4,091,511 ($5,741)  $4,085,770

Depreciation expense of $7,933 is reflected under the administration function of ACTA.

Interfund Transfers

There were no inter-fund transfers in the current fiscal year.
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ALAMEDA COUNTY TRANSPORTATION AUTHORITY

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2010
(6) Commitments and Contingent Liabilities
a. Agreements with Engineering Firms
ACTA has entered into contracts with various private engineering firms and other agencies to
provide scoping/planning, engineering, environmental, design, right of way engineering and
acquisition, construction and constructions management services. As of June 30, 2010, the total
outstanding commitments (not paid or accrued) are $12.5 million. The terms range from June 30,
2010 to 4 years (or acceptance of the phase of work, whichever is earlier).
b Agreements with Project Sponsors
ACTA has entered into contracts with various project sponsors to provide scoping/planning,
engineering, environmental, design, right of way engineering and acquisition, construction, and
construction management services. As of June 30, 2010, the total outstanding commitments (not
paid or accrued) are $51.0 million. The terms range from June 30, 2010 to 3 years (or acceptance of
the phase of work, whichever is earlier).
c. Insurance, Claims and Litigation
ACTA is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions; and natural disaster. ACTA has purchased commercial insurance
coverage for general liability, workers® compensation, employee and automobile liability, fidelity,
and property coverage. Settlements have not exceeded insurance coverage in the past three years.
Type of Claim Coverage Limits Deductible
Property $200,000 $1,000
General Liability 2,000,000 1,000
Automobile 1,000,000
Excess Liability 4,000,000 10,000
Commercial Crime 10,000,000 75,000
Workers' Compensation 1,000,000
d. Federal Grants

ACTA nparticipates in federal grant programs subject to financial and compliance audits by the
grantors or their representatives. Audits of certain grant programs have not yet been completed.
Accordingly, ACTA’s compliance with applicable grant requirements will be established at some
future date. The amounts, if any of expenditures, which may be disallowed by the granting
agencies, cannot be determined at this time. Management believes that disallowances, if any, would
not have a material effect on the financial statements.
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ALAMEDA COUNTY TRANSPORTATION AUTHORITY

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010

(7) Related Party Transaction

During the year ended June 30, 2010, ACTIA paid $1,456,893 for administrative costs on behalf of
ACTA. As of June 30, 2010, $1,285,414 is payable to ACTIA. This amount is included in the
payable to other government agencies total on the statement of net assets and balance sheet.

ACTA is charged various administrative costs such as staff costs, rent, insurance, supplies and other

miscellaneous costs. on a prorated basis. These costs are approved through the budget process and
reimbursed from cash reserves.
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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 noncompliance or other matters that are required to be reported under Government Auditing
Standards.

As part of our audit, we prepared and issued our separate Memorandum on Internal Control dated September 15,
2010.

This report is intended solely for the information and use of management, Governing Board, others within the
Authority, and federal awarding agencies and pass-through entities and is not intended to be and should not be
used by anyone other than these specified parties.

e & hesocells

September 15, 2010
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This communication is intended solely for the information and use of management, Governing Board,
others within the organization, and agencies and pass-through entities requiring compliance with
generally accepted government auditing standards, and is not intended to be and should not be used by
anyone other than these specified parties.

Wae & Aseociakes

September 15, 2010



ALAMEDA COUNTY TRANSPORTATION AUTHORITY

CURRENT YEAR SCHEDULE OF OTHER MATTERS

2010-01: Upcoming GASB Statement No. 54: Fund Balance Reporting and Governmental
Fund Type Definitions (Effective for fiscal 2010/11) :

This Statement establishes fund balance classifications that comprise a hierarchy based primarily
on the extent to which a government is bound to observe constraints imposed upon the use of the
resources reported in governmental funds.

The initial distinction that is made in reporting fund balance information is identifying amounts
that are considered nonspendable, such as fund balance associated with inventories. This
Statement also provides for additional classification as restricted, committed, assigned, and
unassigned based on the relative strength of the constraints that control how specific amounts can
be spent.

The restricted fund balance category includes amounts that can be spent only for the specific
purposes stipulated by constitution, external resource providers, or through enabling legislation.

The committed fund balance classification includes amounts that can be used only for the specific
purposes determined by a formal action of the government’s highest level of decision-making
authority. Amounts in the assigned fund balance classification are intended to be used by the
government for specific purposes but do not meet the criteria to be classified as restricted or
committed. In governmental funds other than the general fund, assigned fund balance represents
the remaining amount that is not restricted or committed.

Unassigned fund balance is the residual classification for the government’s general fund and
includes all spendable amounts not contained in the other classifications. In other funds, the
unassigned classification should be wused only to report a deficit balance resulting from
overspending for specific purposes for which amounts had been restricted, committed, or assigned.
Governments are required to disclose information about the processes through which constraints
are imposed on amounts in the committed and assigned classifications.

Disclosure of the policies in the notes to the financial statements is required.

This Statement also provides guidance for classifying stabilization amounts on the face of the
balance sheet and requires disclosure of certain information about stabilization arrangements in the
notes to the financial statements.

The definitions of the general fund, special revenue fund type, capital projects fund type, debt
service fund type, and permanent fund type are clarified by the provisions in this Statement.
Interpretations of certain terms within the definition of the special revenue fund type have been
provided and, for some governments, those interpretations may affect the activities they choose to
report in those funds. The capital projects fund type definition also was clarified for better
alignment with the needs of preparers and users. Definitions of other governmental fund types also
have been modified for clarity and consistency.

Management Response:
ACTIA Management acknowledges and accepts the implications of GASB 54 in disclosing current

and future fund balances. Management plans to comply with this new GASB 54 as it has with all
other accounting and auditing requirements.



This Page Left Intentionally Blank






Estimates: Accounting estimates are an integral part of the financial statements prepared by
management and are based on management’s current judgments. Those judgments are normally based
on knowledge and experience about past and current events and assumptions about future events.
Certain accounting estimates are particularly sensitive because of their significance to the financial
statements and because of the possibility that future events affecting them may differ markedly from
management’s current judgments.

e  Estimated Fair Value of Investments: (Note 3 to the financial statements) - As of June 30,
2010, the Authority held approximately $186 million of cash and investments as measured by
fair value. Fair value is essentially market pricing in effect as of June 30, 2010. These fair
values are not required to be adjusted for changes in general market conditions occurring
subsequent to that date.

Disagreements with Management: For purposes of this letter, professional standards define a
disagreement with management as a matter, whether or not resolved to our satisfaction, concerning a
financial accounting, reporting, or auditing matter that could be significant to the Authority’s financial
statements or the auditor’s report. No such disagreements arose during the course of the audit.

Management informed us that, and to our knowledge, there were no consultations with other
accountants regarding auditing and accounting matters.

Retention Issues: We did not discuss any major issues with management regarding the application of
accounting principles and auditing standards that resulted in a condition to our retention as the
Authority’s auditors.

Difficulties: We encountered no serious difficulties in dealing with management relating to the
performance of the audit.

Audit Adjustments: For purposes of this communication, professional standards define an audit
adjustment, whether or not recorded by the Authority, as a proposed correction of the financial
statements that, in our judgment, may not have been detected except through the audit procedures
performed. These adjustments may include those proposed by us but not recorded by the Authority
that could potentially cause future financial statements to be materially misstated, even though we
have concluded that the adjustments are not material to the current financial statements.

We did not propose any audit adjustments that, in our judgment, could have a significant effect, either
individually or in the aggregate, on the entity’s financial reporting process.

Uncorrected Misstatements: Professional standards require us to accumulate all known and likely
misstatements identified during the audit, other than those that are trivial, and communicate them to
the appropriate level of management. We have no such misstatements to report to management.
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This report is intended solely for the information and use of the finance committee, Governing Board,
and management and is not intended to be and should not be used by anyone other than these specified
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