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December 21, 2001

Honorable Mayor, Members of
City Council, and City Manager
City of Redding, California 96001

Honorable Membeas:

In accordance with State and local statutes, the City of Redding hereby submitsthe Comprehensive Annual
Financial Report for the year ended June 30, 2001. Responsibility for both the accuracy of the presented
dataand the compl etenessand fairness of the presentation, including all disclosures, restswith the City. We
believe that the data, as presented, is accurate in all material aspects; that it is presented in a manner
designed to fairly set forth the financial position and result of operations of the City in accordance with
generally accepted accounting principles; and that all disclosures necessary to enable the reader to gain
maximum understanding of the City’s financial affairs have been made.

Thisyear’ sreport has beenreformatted to comply withthe new financial reporting model developed by the
Governmental Accounting Standards Board (GASB) Statement 34. The new financial reporting model
changestheformat of the City’ sfinancial statements. Itisintended toimprovefinancial reporting by adding
significant additional information not previously available in local governmental finandal statements.

In addition to the fund-by-fund finanaal information currently presented in the City’ sfinancial statements,
we are now including government-wide financial statements. The government-widefinancial statements
includea Statement of Net Assetsthat providesthetotal net equity of the City including infrastructure assets
and the Statement of Activities that shows the cost of providing government services by function. These
statements have been prepared using the acaual basis of accounting versus the modified accrual method
used in the fund financial statements. The modified accrua basis of accounting focuses on near-term
inflows, outflows, and balances of spendable financial resources. This report under GASB 34 retains the
short-term focusin the governmental fund financial statements whileproviding along-term perspective on
these same activitiesin the accrual based government-wide financial statements. A reconciliationreportis
provided as a key to understanding the changes between the two reporting methods. 1n addition, the new
reporting model includes an emphasis on the City’s major funds as shown in both the governmental fund
statementsand the proprietary fund statements. These new statements combined with other information are
further analyzed in a new narrative section called Management’s Discussion and Analysis (MDA). The
MDA provides “financia highlights’ and interprets the financial reports by analyzing trends and by
explaining changes, fluctuations and variances in the financial data. In addition, the MDA isintended to



disclose any known significant events or decisions that affect the financial condition of the City.

The City hastaken aleadership role in implementing GASB 34. The City’s early implementation, before
the fiscal year ending 2002 deadline, will enable the City Council and users of these financid statements
to become more aware of the benefits and information contaned inthe new financial reporting model. The
City of Redding is proud to be on the leading edge of local governmental financial reporting.

The City’s financial statements have been audited by Hathaway and Ksenzulak, LLP, afirm of licensed
certified public accountants. Thegoal of theindependent audit wasto provide reasonabl e assurancethat the
financia statements of the City for the fiscal year ended June 30, 2001, arefree of materid misstatement.
Theindependent audit invol ved examining, on atest basi s, evidence supporting theamountsand disclosures
made by management: and eval uating theoverall financial statement presentation. Theindependent auditor
concluded, based on the audit, that there was areasonable bads for rendering an unqualified opinion that
the City’ sfinancial statementsfor thefiscal year ended June30, 2001, arefairly presented in conformity with
GAAP. Theindependent auditor’ sreport is presented asthe first component of the financial section of this
report.

GAAPrequiresthat management provideanarrativeintroduction, overview, and analysisto accompany the
basic financial statementsin the form of MDA. This letter of transmittal is designed to complement the
MDA and should be read in conjunction withit. The City’sMDA can be found immediately following the
report of the indgpendent auditors.

GENERAL INFORMATION

The City of Redding is ageneral law city, incorporated under the laws of the State of Californiain 1887.
A council of five members elected at large for staggered four-year terms governs the City. The Mayor,
Vice-Mayor, City Manager, and City Attorney are appointed by the City Council. The City Clerk and City
Treasurer arealso elected officials and servefour-year terms.

Redding is the county seat of Shasta County and is located on the Sacramento River approximately 160
miles north of Sacramento, the state capital, and 150 miles east of the Pacific Ocean at the northernmost end
of the Sacramento Valley. The City has an estimated popul ation 82,543 and encompasses approximately
60 squaremileswithinthe corporatelimits. Extracting timber and the processing of wood byproductsalong
with agriculture, tourism and government have historically been the pillars of thelocal economy. A general
shift has been occurring, however, toward a service-based economy.

REPORTING ENTITY ANDITSSERVICES

Thisreport includesall of the funds of the City. Financia information for separate legal entities relatedto
the City of Reddingincludesthe Housing Authority of Redding, Redding Redevel opment Agency, Redding
AreaBus Authority, and the Redding Joint Powers Financing Authority. All areaccounted forinthe City’s
financia statements in accordance with Govemmental Accounting and Financial Reporting Standards.
Component unit financial reports are on file with the City.

City Council membersin separate sessions serve asthe governing board of the Housing Authority, Redding
Joint Powers Financing Authority, and Redding Redevelopment Agency. All five members of the City



Council sit on the eight-member governing board of the Redding Area Bus Authority. City staff provide
accounting and administrative services to all four agencies. Additional detail is provided in Note 1,
Subparagraph A of the financial statements.

Redding is a full-servicecity. Thisincludespublic safety (pdice and fire), highways and streets, public
improvements, planning and zoning, recreaion and parks, museums, airports, convention and auditorium
facility, utilities (electric, water, wastewater, storm drainage, and solid waste collection and disposal), and
general administrative services.

LOCAL ECONOMY

The growth and health of an area’ s economy can be determined by monitoring awide variety of indicators.
Listed below are some of these indicators in the Redding area:

Population Char acteristics- The City wasone of thefastest growing citiesin Califomiabetween 1970 and
1990, growing to 66,462 resident in 1990 from 16,659 in 1970. The City’s population of 82,543 has
increased 24.2% over the 1990 U.S. Census tabulaion. The City’s popuation represents approximately
50% of Shasta County’s population. The following table indicates population growth for the City and
Shasta County from 1970 to 2001

City of Redding Shasta C ounty
Annualized Annualized

Percent Change Percent Change
Y ear Population Over Interval Population  Over Population
1970 16,659 3.04% 77,640 9.67%
1980 41,995 15.21 119,449 5.38
1990 66,462 5.83 147,036 2.31
2000 80,865 2.17 163,256 1.10
2001 82,543 2.08 165,669 1.48

Source: 1970-2000 datafrom U.S. Census; 2001 data from the California State Department of Finance as
of January 1.

Thefollowing table setsforth aprojection of the City’ spopul ation growth over the next 10 years, aprojected
growth for the community of approximately 10,700 representing an increase of approximately 13.0%:

Population
Y ear (Rounded)
2001 82,500
2006 89,130
2011 93,200



TheRedding areaisexpected to maintain approximately 50% or more of thetotal Shasta County population
because of avariety of factors that will support urban development, including utilities (wastewater, storm
drainage, water, electric, and solid waste), employment, regional shopping, recreation opportunities,
transportation services, and reduced commuting.

Housing Costs- Housing in the City isless costly than in many other urban areasin the State of Califomia
and on the West Coast. The following table sets forth the median price of housing in other urban areas of
California as compared to Redding as of June 2001

Region Single Family Homes
Sacram ento $149,500
Redding 135,000
Los Angeles 230,000
San Francisco* 516,000
Orange County 282,000

Source: California Association of Realtors/ Shasta Assoc. of Realtors
*Reflects median price of homes in the Greater San Francisco Bay Area

Industrial Development Cost and L ease Rates - Industrial land costs vary with the degree of available
infrastructure and proximity to other related and supportive industries. A prime siteisone that hasreadily
availableutilities (gas, water, wastewater, and electric) and has accessto transportationsystems, including
amajor freeway system, trucking, railway, and an airport. Following are comparative amountsfor the 2001
cost per square foot for a fully improved five-acre parcel of industrial land, including al bonds and
assessments:

Region Average Prime
Redding $1.20- 250
Chico 1.50- 2.50
Sacramento 4.00 - 5.00
San Jose 15.00 - 20.00

Source: Coldwell Banker Commercial Properties

Themonthly leaseratefor industrial buildings varieswithlocation, infrastructure, type, and square footage
of the building. The following table compares monthly 2001 |lease rates from several areas for a metal
fabricated building of 10,000 square feet containing asmall office and facilities, roll-up doors, and paved
parking:

Region Gross B asis
Sacramento $0.35
Redding 0.38
Chico 0.30
San Jose 1.00

Source: Coldwell Banker Commercial Properties

Industry and Employment - Extracting timber and the processing of wood by-products, together with
agriculture, tourism, and government, have historically been the major sectors of employment in the City.
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Over the last decade, the City’ s economic base has diversified to aregional service economy supported by
retail and wholesale trade plus educational, recreational, medical, and government services for an area
covering several counties.

The major non-local government employersin the City and the County include those in medical sarvices,
heavy forest products, and utility services. Major private employersinthe Redding area, their products or
services, and the approximate number of their respective full time employeesin as of June 2001 are listed
in the following table:

Company Product/Services Employees
Mercy Medical Center Medical Facilities/ Services 1,570
Redding Medical Center Medical Facilities/Services 1,209
Shasta Nursery Plants 850
Sierra Pacific Industries Manufacturing 650
J& A Food Service Food ServicedRestaurant 600
Plainwell Paper Co. Manufacturing 452
Holiday Markets Grocery 425
Redding Rancheria Casino/ Health clinic 425

Source: Greater Redding Chamber of Commerce

According to the State Employment Development Department, the unemployment rate of the City’s
metropolitan areawas 6.1% onJune 30, 2001. Thefollowing table setsforth the number and rate (expressed
as a percentage) of unemployed persons living within the City’s metropolitan area for the month of June
1995 through June 2001

Fiscal Y ear Unemployment
Ending June 30 Labor Force (1) Number (2) Rate (3)
1995 73,800 8,300 11.3
1996 72,500 6,800 9.4
1997 74,100 6,500 8.8
1998 72,900 6,600 9.1
1999 73,500 5,100 6.9
2000 76,200 5,100 6.7
2001 75,500 4,600 6.1

(1) Civilian labor force and unemployment by place of residence.

(2) The number includesall persons without jobs who are actively seeking work.

(3) The unemployment rate is computed by the Employment Development Departm ent from unrounded data; therefore, it may
differ from ratescomputed from rounded figures in this table.

Source: State Department of Employment Development

Construction Activity - For the past ten calendar years ending December 2000, the City issued building
permitsvalued at atotal of $980,924,331. New construction over the ten-year period represents 75% of the
total construction activity. For the 2000 calendar year, 2,038 building permits were issued, with atotal
permit valuation of $119,672,542.

The City of Redding is experiencing a return to normal growth. Current trends indicate that the City of
Redding will continue to grow at a moderate rate in the years to come.



The following table sets forth the value and number of permits for new single and multiple-family
dwellings and businesses located in the City for the last three calendar years:

1998 1999 2000
Value/Single Family* $41,254,381 $54,652,504 $62,674,665
Number of permits 322 414 422
Value - multi dwellings* $3,491,686  $1,238,544  $12,141,711
Number of units 65 52 179
Value - Business* $15,896,366 $15,896,299 $23,413,393
Number of permits 41 46 47
Value - Total all permits $88,987,999 $93,167,206 $119,672,542
Total permits** 1794 1985 2038

* Value of new construction only
**Does not include number of units for multi-dwellings.
Source: 2000 Y ear End Report - Development Services Department

Commerce- The City isaregional center of commercefor several Northern Californiacounties. Thisis
evidence by its many shopping centersand malls. Support for retail salesisderived from aretail trade area
population of approximately 166,000 in the primary trade area and approximately 232,000 people in the
secondary trade area. The primary trade area consists of the metropolitan urban area, including the cities
of Redding, Shasta L ake, and Anderson. The secondary trade area consists of Shasta, Trinity, and Tehama
counties. Taxable transactionsin the City reached $1,453,052,000 in calendar year 2000, a 9.5% increase
over the same period for 1999. The number of outlets reporting taxable salesto the California State Board
of Equalization decreased 0.3% overall, from 2,871in 1996 to 2,863 in 2000, as follows:

Taxable
Taxable Transactions
Number of Transactions Percentage
Year Outlets (In Thousands) Increase(Decrease)
1996 2,871 1,117,852 3.9
1997 2,900 1,165,153 4.2
1998 2,884 1,198,000 2.8
1999 2,836 1,327,370 10.8
2000 2,863 1,453,052 9.5

Source: California State Board of Equalization

Transportation - The City enjoys a drategic location on U.S. Interstate Highway 5, the principal
transportation artery running north-south from Mexico to Canada The City is also bisected by State
Highway 299 and State Route 44, key east-west transportation arteries in Northern California.

The City is served by the Southern Pacific Railroad and Amtrak for rail transportation. Greyhound serves
the City with bus service. United Express Airlines and Horizon Air provide air service from Redding
Municipal Airportto cities throughout California and the Pacific Northwest.



“THE RIDE” isthe City’ s multi-bus transportation system and offers thirteen different fixed routes, rural
service and demand response (curb-to-curb) services. THE RIDE had an averagetotal monthly ridership
of more than 71,000 for fiscal year 2000-01. The total fixed route ridership was up 1% and demand
response ridership, a curb-to-curb service for the disabled, was up 15%. In October 1998, severd route
modifications and a fare increases were implemented. Historically, initial ridership drops after a system
change and geneally takes 3 years to return back to where ridership was before the change took place. It
appears that ridership is recovering from the route changes of 1998.

Utilities - Electricity, solid waste collection and disposal, water, storm drainage, and wastewater services
are provided by enterprise operations owned and operated by the City. Natural gasisprovided by Pacific
Gas and Electric Company (PG&E); basic telephone service by Pacific Bdl.

Community Services- Y outh in the area attend school at one of 22 elementary schools, 6 middle schools
and 8 high schools. Shasta College, a two-year institution offes both day and evening courses to
approximately 10,500 students. Simpson College, afour year liberal artsinstitution, has current enrollment
of 1,250 students.

The City’ s parks system includes 53 developed parks, encompassing 252 acres, plus 446 developed open
space acreage and 153 natural park acres, approximately 17 miles of trails and 3 boat ramp facilities. City
operated cultural facilities include the Redding Convention Center, which hosts aultural programs,
conferences, and conventions; the Martin Luther King, Jr. Memorial Center; the Teen Center; Civic Center
Community room, and the Senior Citizens Center.

TheCity servesasthe primary medical center for Northern California The City’ stwo general care hospitals
serve approximately 310,450 peoplein Shasta, Tehama, Trinity, Siskiyou, and Lassen counties. The two
hospitalshaveatotal of 511 bedsand employ morethan 2,700 staff members. 1n addition, the City also has
several specidized hospitals.

Significant Events and Accomplishment Fiscal Year 2000-01

Safety I nspections at Redding Municipal Airport - The Federal Aviation Administration performed its
annual Safety and Certification I nspection of Redding Municipal Airport. Thisinspectionincluded areview
of our Aircraft Rescue and Firefighting (ARFF) equipment and personnel, airfield safety (lights, signage,
markings, and paved surfaceconditions), emergency preparedness, and obstruction complianceamong other
things.

This thorough inspection resulted in the FAA finding the Redding Municipal Airport to be in tota
compliance with zero discrepandes.

Mailed Ballot Special Election - The City Clerk’s Office also conducted the first Mailed Ballot Special
Election to decidean annexation (Abernathy L ane Annexation, AN-1-00) on September 11, 2001. Although
theinitiative failed to gain the necessary votesto pass, the City of Redding has the distinction of being the
first local governmental agency to hold and election of this type. The City Clerk’s Office researched and
established procedures in accordance with the Government and Elections Codes for use on future similar
elections.



Fish Viewing Facility - Thisamenity was completed as part of the $12 million Fish Passage |mprovement
Project, a partnership between the Anderson-Cottonwood Irrigation District (A.C.1.D.) and the City of
Redding. Offering residentsspectacul ar views of the salmon migration in the Sacramento River, thisunique
venue allows visitors to view the fish from below the river's waer level through specially designed
windows, and from the riverside on an expansive concrete deck. Visitors can access the Fish Viewing
Facility directly off the Sacramento River Trail at Caldwell Park.

Parks, Trails and Open Space Master Plan — A comprehensive process was initiaed in early 2001 to
establish a blueprint for future recreational development in the Redding Area. The overall goal of this
planning effort isto link local parks, schools, cultural sites and major destinationswith a system of trails
and open natural areas. Encompassing Redding’ sentire planning area of approximately 116 square miles,
the Plan is necessary because devel opment continues at an ever-growing pace in our area. Being prepared
to manage this growth with respect to the area’ s open-space and recreational resources will be key to
maintaining the current quality of life enjoyed by Redding residents.

Public Benefits Program I mplementation — The Electric Department enhanced and improved on the
already successful Public Benefit programs began in the prior fiscal year. These City Council-approved
programs are designed to provide services and opportunities for all Redding Electric Utility (REU)
customers. During thisfiscal reporting year REU launched seven new programswhichinclude: Energy Star
applianceincentive progran; HVAC Kool Vantage program which targets high efficiency air conditioners
and maintenance of HV A C equipment; Kool Roofsprogram, Lighting incentiveprogram, Pumps& Motors
program; Renewables program which offers major incentives for solar photovoltaic system installations
solar thermal systems, and ground sources heat pump installations; and Weatherization which on the outset
targets low income and seniors with assistance in weather stripping, caulking, insulation, electric water
heater blankets, and window treatments. REU through a grant received from the California Energy
Commission changed out all street signalsto energy efficient LEDs which will result in annual savings of
$100,000, Also during thisfiscal year Redding’s police and fire facilities went through extensive energy
efficiency upgradesresulting in annual savings of morethan $35,000. Energy efficient window filming was
applied to the Redding Convention center resulting in annual savings of $10,000.

Electric System Stability — During thisfiscal year the electric power system underwent tumultuous times
with staggering market prices and several rolling blackouts affecting the state. However, because of the
Electric Department’ s prudent planning and efficient operation of itsexisting power resources, Redding had
adequate power suppliesto avoid the predicament faced elsewherein California. REU’ s Power Plant was
fully utilized during the high demand periods to provide power to Redding’ s residents and to sell surplus
reserve power into the state’ s eledric system. These sales helped to support other utilities and reduce the
instability of the electric transmission grid.

Electric Utility Debt Reduction Program — The initial debt reduction goal was approximately $200
million. By theend of FY 2001 atotal of $126.3 millionin rate-reduction funds had been accumulated from
all sources, leaving aremaining balance of $73.7 million. Thisfavorableoutcomeresultedinlargepart from
REU’ shighly successful wholesal e sal es campaign and from aggressiveefforts utility wideto reduce costs.

Redding Power Plant Generating Unit No. 5- During FY 2001, through the request for proposal process,
a contract was signed between The City of Redding Electric Department and Alstom Power Inc. for the
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supply and construction of a43 Megawatt gasfired combustion turbineequipped with aheat recovery steam
generator and the latest technology for pollution control. The new turbineis very efficient as a stand alone
unit. The heat recovey steam generaor produces steam from the turbineswaste heat. That steam is then
used by an existing steam powered turbine to produce additional electrical energy without using additional
fuel. This combination of equipment is called a combined cycle plant. The output of the combined cycle
plant is expected to be 54 Megawatts. The plant is expected to be operated as a base loaded plant
approximately 8000 hours per year and will cost approximately 45 million ddlars.

Redding Power Plant Switchyar d Expansion - During FY 2001 REU prepared thedesign, ordered major
equipment and bid/awarded the construction contract to expand the Redding Power Plant Switchyard to
interconnect Generating Unit No. 5 with REU’s eledric system. Construction of this $2,000,000
switchyard expansion is currently in progress. The project is currently within budget and commercial
operation is expected by 6/1/2002.

Mary Lake I mprovement - To date the City has removed approximately two-thirds of the dead trees that
werein and around thelake. In September of 2001, Parks employeesinstalled an aeration systeminthelake
and has started adding naturally occurring microbes in the lake, which will compete with the algae for
nutrients. These treatments should mitigate the algae growth.

Laurel Glen Housing Project - In January 2000, the Redding Redevelopment Agency entered into an
Owners Participation Agreement with Catholic Charities of Sacramento, Inc. and Northern Valley Catholic
Social Service for the construction of a64-unit residential complex on Lowden Lane referred to the Laurel
GlenHousing Project. Thisover $7 million project wascompletedin April 2001 and addressesan important
housing need in the community.

Downtown Specific Plan - The Downtown Redding Specific Plan was adopted by the City in January 2001.
Thisclear, comprehensive, and dynamic plan defines the type of uses and activities that will most result in
arevitalized downtown environment. It envisions a revitalized Downtown which is a unique place and
resource and viewed by thecommunity as one of its most prized possessions. Some key recommendations
of the Plan include: removing the roof over the Downtown Mall and reopening Butte, Y uba, and Market
Streetsto vehicular traffic; relocation of the Greyhound Bus Station to the Intermodal site and devel opment
of acentral park/plazain its place; creation of a Central Business District with heavy emphasison ground
floor retail and pedestrian orientation; and adoption of building design guidelines.

Wesley Project - In August 2000, Wesley Neighborhood, Inc., anonprofit organization, received funding
from the City and Agency for the acquisition of ten residences located in a section of the Garden Tract
Neighborhood. Two of the unitswere demolished and the remaining eight rehabilitated. Completedin July
2001, this project provided a unique opportunity to assist and empower a neighborhood organization.

Par kview Neighbor hood Revitalization - In January 2001, the Parkview Neighborhood Strategic Plan and
Action Plan were adopted by the City Council and the Agency. These two plans lay the foundation for
revitalizing the Neighborhood. After significant public participation, this Revitalization Plan represents a
vision for the future based on today and provides both short- and long-term goals for the Neighborhood.
Objectives include improving the quality of life, the quality of housing, and existing infrastructure.

General Plan Completion and Adoption — The Planning Commission completeditsreview of the Draft
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General Plan and Environmental Impact Report (EIR) in mid-2000. InJuly, at aspecial "handoff" meeting,
the Planning Commission recommended that the City Council adopt the new plan. At its meeting of
October 3, 2000, the City Council formally adopted the new General Plan. The updated General Planisthe
result of the work and input of acitizens' task force, members of the public and business community, the
Planning Commission , and the City Council. The new Plan will set the direction for growth and
development in Redding well into the 21% Century.

Oasis Road Specific Plan — Work on the Oasis Road Specific Plan continued during 2000-2001. The
purposein preparing aspecific plan isto ensure orderly development of Redding’ s next major commercial
area. The area of commercia land around the Oass Road/I-5 Interchange is expeded to support a truy
regional scale commercid area. The Spedfic Plan will be used as acomprehensive land use planning tool
that will guide development of approximately 672 acres|ocated east and west of the Oasig/I-5 interchange.
The Specific Plan will address land use, circulation, utilities, facility financing requirements, and
environmental factors.

Westside Sewer Interceptor — A $15.5 million construction contract was awarded to Kenko, Inc. and
construction isunderway. Thetotal project isfunded by Wastewater Utility funds and $16.7 million from
a State Water Resources Control Board 2.7% A.P.R. loan. The projected completion date is August 2002.

Eastside Sewer Interceptor —A $2.4 million construction contract was awarded to Dale Construction and
construction isunderway. Both Phase 1 of the project, which includes construction of aparallel sewer line
from Highway 44 north to Boulder Creek School, and Phase 2, which extends the paralle line from
Highway 44 south to the Churn Creek Lift Station, is being constructed. The projected completion dateis
Spring 2002.

Water Master Plan -The Water Utility has completed awater system-wide engineering evduation. This
project is funded from the Water Utility Capital Improvement Fund.

EnterpriseWell #12 and #13 -The Water Utility has completed the fourth phase of the project which was
the construction of the well buildings, installation of the electrical instrumentation, offsite water piping,
installation of line shaft turbine pumps and motors. Thetwo wells' produdion will add an additional five
million gallons per day to the City Water System starting in late October 2001. The total estimated
completion cost of the project is $600,000 which is more than $117,000 under budget. Funding for this
project is from the Water Utility Fund.

Proj ect from 2001-02 and Beyond

Buckeye 4 Million Gallon Reservoir - The first phase of this project is the pre-design which is the
determination of location, acquiring property, plans, and specifications for the construction of a

4-million gallon reservoir next to the Buckeye Water Treatment Plant, jus northwest of Old Shasta. The
pre-designisapproximately seventy percent complete. The 4-milliongallon storagereservoirwill optimize
the production of the Buckeye Water Treatment Plant, and provide storage to meet peak system demands
and fire flowsin the Buckeye Pressure Zone. The second phase of the project will bethe construction bid
for construction of the 4-million gallon reservoir and connection to the thirty-inch transmission main from
the Buckeye Water Treatment Plant. Thetotal project cost is estimated at $2,468,000 and funding for this
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project is from the Water Utility fund. The reservoir will be on line by the summer of 2003.

Water Pollution Control Facility - The recent development of publicand privateactivities on the eastside
of the Redding Municipal Airport coupled with the new taxiway and aircraft parking apron has generated
water pollution concerns. The simple task of cleaning an aircraft on that side of the airport violates water
quality regulations. A water pollution control facility istobe constructed on the eastside of the Airport so
that tenants and the City of Redding can comply with existing regulations.

Reconstruct Runway 16-34 - This project indudes the reconstruction of the airport’s 7000 foot main
runway. The scope of work includes the upgrading of the High Intensity Runway Lights (HIRL),
installation of 200 foot blast pads, 25 foot full length shoulders and some airfield signage replacement.

Airport Master Plans- ReddingMunicipal Airport and Benton Air park - Thisplanning document will
incorporate items such as. projected aviation demands, identify facilities needed to accommodate the
demand, to determine projected needs of airport users, to recommend improvements and to develop
priorities for theimprovements.

TurtleBay Cultural-Environmental Center and Sundial Bridge —Construction continued onthe Turtle
Bay Exploration Park, a 300-acre interpretive park on both banks of the Sacramento River. When fully
completed in spring 2003, the Turtle Bay facility will feature wildlife exhibits, gardens and trails, and a
34,000-sg. ft. museum. A network of paved and unpaved trails will unitethe varied museum experiences,
accentuated by a spectacular crossing of the Sacramento River over the glass-decked Sundial pedestrian
bridge designed by world-renowned architect Santiago Calatrava. Now under construction with a planned
early 2003 compl etion date, the bridge will actually be part of the City of Redding's Sacramento River Tral
system.

Redding Trail System - An additional 5.5 miles of new public trailswere completed in 2001, bringing the
length of thetotal systemto 15.5 miles. Design work and construction began on another 4 milesof trailsthat
are scheduled for completion in 2003.

Redding Sports Complex — To better meet the recreational needs of the community, the City of Redding
has partnered with Big L eague Dreams, a southern-Californiabased company, to construct aworld-class
sports complex, featuring state-of-the-art fields and facilities with unique dedgn features. The key to this
dedl is that this partnership ensures professional maintenance for the facility while generating an income
stream for the City that will be used to pay for the construction of the complex and fund other public
services. The complex will be built on a104-acre site in east Redding situated north of Highway 44 at the
intersection of Viking Way and Old Oregon Trail. The first phase is now under construction and due for
completion in spring 2003. When the projed is completely devdoped over the next few years, itwill offer
walking trails, manicured parkland, soccer fieldsand other recreational amenities. The Redding Big L eague
Dreams facility will contain the following elements:

«  Threeyouth baseball/adult softball major-league stadium replicas,

*  Two additional youth baseball/adult softball minor league (i.e. non-replica) fields,

* A nine-station batting cage combined with an instructional academy area,

e One covered 20,000 sguare foot multi-sport pavilion, designed to accommodate inline hockey,
basketball, indoor soccer, indoor volleyball, and corporate and spedal events,
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*  Four sand/beach volleyball courts,

e  Two playgrounds and picnic area,

*  The Stadium Club, a food and beverage (both alcoholic and non-alcoholic) family-style sports
restaurant, designed and operated to attract and accommodate |league, tournament and corporate
users,

* Anadditiona concession/patio facility to the minor league fields, and

*  Parking for 400 cas.

It isintended the sports complex will be a destination park, attracting tournament teams (youth and adult)
from all over the country. First and foremost, however, this facility will provide local families with a
spectacular family entertainment venue. The City of Redding will be ganing significant numbersof tourists
while enhancing its reputation as an attractive, family-friendly city.

Redding Aquatic Center — To meet the needs of our growing community, Redding City Council adopted
aplanin October 2000 that will not only renovate but al so enhance the Redding Swimming Pool (commonly
referredto as“ The Plunge”). Located in Caldwell Park on Quartz Hill Road, The Plungewas built in 1949
and after 52 years of valuable service to Redding residents, it is greatly in need of repair. The City will
replacethe existing 50-meter pool with anew 50-meter by 25-yard competition pool. The current recreation
wading pool will be replaced with alarger 60' x 120" zero-depth entry recreation pool featuring numerous
water play features. Construction on the Redding Aquatic Center commenced in fall 2001 and is scheduled
for completion during the summer of 2002.

Fire Department Master Plan - Population growth, commercial development, increase in demands for
service and increased responsetimesin the Northeast part of the City, dictate the needfor afire station to
be built, equipped and staffed. Preliminary work on a Station L ocation and Staffing Study strongly suggest
theneedfor increased funding for fireand emergency medical responses. Capital costswill approximateone
million dollars and personnel costswill increase General Fund expense approximately $460,000 annually.
A Master Plan proposal will suggest some incremental options.

Redding Hotel Rehabilitation - The City and the Redding Redevel opment Agency (Agency) have entered
into a partnership with Christian Church Homes of Northern California, Inc. for the acquisition and
rehabilitation of the Redding Hotel into a47-unit senior housing project. The hotel has been aconcern for
a number of years due to the excessive amount of police and fire calls and ongoing code enforcement
activities. The hotel, which fronts on the Marke Street demonstraion block, is an important part of the
City’ splan to revitalize the Downtown area. It isan important historic resource for the community and its
rehabilitation will not only dramatically improve the quality of the housing units, but play amajor role in
Downtown revitalization.

North and South Market Street L andscape |l mprovement Project - Using acombination of Agency and
Community Development Block Grant funds, the Agency authorized spending up to $2,000,000 in North
and South Market Streets to improve the appearance of these two key gateway corridors leading into
Downtown.

Turtle Bay Museum and Arboretum Project - The Turtle Bay Museum and Arboretum Project, when

completed, will beamajor cultural and scientific center focusing on the Sacramento River’ secosystem and
itssurrounding forests. It will include natural and recreated wildlife exhibits, an aviary, interactive exhibits
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ontheforest and natural sciences, gardens, and fine art exhibits. The Agency has approvedup to $7 million
to assist in the development of this project, with remaining funding being provided by The McConnell
Foundation, State pak bond proceeds and various other grants and public and private dondions.

Clover Creek Flood Protection and Environmental Enhancement Pr oj ect - During theformation of the
SHASTEC Redevel opment Project, flooding problems in the Clover Creek drainage basin was identified
as ablighting condition. While the improvements were not anticipated for 10-15 years, a $2 million loan
fromthe City of Redding and $5 millionin funding provided by Proposition 13 will allow theimprovements
to be completed in fall 2002. Activities include the development of an eathen dike and storm-drain
detention basin, along with habitat restoration and development of passive recreational amenities, such as
walking trails. Theseimprovementswill provide effectiveflood control and floodplain management in the
Clover Creek basinfrom Hartnell Avenue to the Sacramento River. It isanticipated that with construction
of thefacility, surrounding acreage will be recovered from the flood-plain and be suitable for development,
thereby improving both the Project Area’ s physical and economic conditions.

CypressAvenue Bridge Widening— Thisisamulti-year project that is fully funded by federal Highway
Bridge Rehabilitation and Replacement (HBRR) funds and State Transportation |mprovement Program
(STIP) funds. The estimated cost to widen the bridgeisapproximately $17 million. All federally mandated
audits prior to commencing the contrad were completed and a project kidk-off meeting was held August
24, 2000. Thisinitiated theenvironmental processfor this project which isscheduled to take approximaely
18 monthsto complete. Once the environmental processis complete, design and right of way acquisition
may proceed. Construction, depending on whether the existing bridge is widened or replaced, could take
from 24 to 36 months. Barring unforeseen complicationsin the environmental process, constructioncould
be complete in October of 2006.

Airport Road Water Transmission Main - Thefirst phase of this project is the pre-design which is the
determination of location, plans, and specificationsfor the construction andinstall ation of 12,000 feet of 24-
inch transmission main from Rancho Road along Airport Road to Goodwater Avenue. This new
transmission main will help meet water system demands, provide fire flows, and maximize the Enterprise
groundwater well field. The second phase of the project will be the construction bid for construction of
the12,000 feet of 24-inch transmission main. Thetotal project cost is estimated at $2,127,000 and funding
for this project isfrom the Water Utility fund. The new 24-inch transmission main will be completed and
operational by summer of 2003.

Enter priseWell #14 - Thefirst phaseof thisproject isthe pre-design whichisthe determination of location,
acquiring property, plans, and specifications for the construction of Enterprise Well #14 to be located on
Airport Road in the vicinity of Electro Way. The second phase of the project will be the construction bid
for construction of the well, well building, installation of the electrical instrumentation, line shaft turbine
pump and motor. The wells production will add approximately 2.5 million gallons per day to the City’s
water system. Thetotal project cost isestimated at $849,000and funding for this project isfrom the Water
Utility fund. The 2,000 gallon per minute well will be completed and operational by summer of 2003.

State Transportation | mprovement Program (ST1P): Over the next several years, the City of Redding
will be devel oping plans and issuing construction documents for projects funded through the STIP funding
program. STIP funded projects are selected through a competitive process administered by the Shasta
County Regional Transportation Planning Agency to construct congestion relieving improvements. The
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City of Redding submitted 44 street projects for consideration. During the ranking process the following
Redding projects scored high on the list and will be considered for funding over the next six year STIP
cycle:

South Bonnyview Widening - Sacramento River to SR 273
Parkview Bridge over the Sacramento River
Hilltop Drive Widening over SR44

Additionally, the widening of SR 44 - Liberty Street to Auditorium Drive scored high on the list.

Projectsapproved during the prior STIP cyclefor construction within Redding includerevisionsto SR 273
(Market, Tehama) and SR 299 ( Eureka Way) in downtown and widening of SR 299 from Interstate 5 to
Auditorium Drive (eastbound only).

CASH MANAGEMENT

The City follows the practice of pooling temporarily idle cash during the year. Monies not required for
immediate expenditure are invested in accordance with the State code and the City’s formal investment
policy. Thesemonieswereinvestedintimecertificaesof deposit, commercia paper,demand deposits, U.S.
Government securities, medium term Corporate notes, and the State of California Local Agencies
Investment Fund.

RISK MANAGEMENT

The City is self-insured for employee health, worker’s compensation, and liability insurance coverages.
These programs are administered through private contractors. The City is self-insured up to $300,000 for
workers’ compensation, up to $500,000 and over $10 million for liability insurance, and up to $25,000 for
property damageinsurance. TheCity isco-insured for workers' compensation claimsof $300,001 or more,
for liability claims of $500,001 to $10 million, and for property damage claims over $25,000.

Healthinsurance, workers' compensation, liability and property insurance activitiesarereportedin therisk
management internal servicefund. The cost of workers' compensation claims as employee benefits is
charged to the fund that employs the claimant. Funds determined to be at risk for liahlity and property
insurance are charged a percentage of the estimated total cost of the insurance program. Percentages are
based upon loss experience and are reported as quasi-external transactions. The estimated liability for
pending and incurred but not reported claimsis $7,116,985 and are included in year-end accruals.

FEDERAL GRANTSSINGLE AUDIT APPROACH

The City of Redding is reguired to undergo a single audit in conformity with the provisions of the Single
Audit Act of 1984 and U.S. Office of Management and Budget Circular A-133, Audits of States, Local
Governmentsand Non-Profit Organizaions. Thisreport hasbeen prepared under the* singleaudit” concept.
Under this approach, one agency isrecognized as the oversight agency or oversight agency of the Office of
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Management and Budget. In the case of the City of Redding, the Housing and Urban Development Office
has been assigned as the single audit oversight agency. The financia report will be reviewed by the
oversight agency for compliance with all Federal grant requirements, and notification of the resultswill be
provided to other Federal agencies. The schedule of Federal financial assistance is presented in the
supplemental section of the finandal report.

As arecipient of Federal, State, and County financia assistance, the City of Redding is responsible for
implementing an adequate internal control structure to ensure compliance with applicable laws and
regulations relaed to those programs. The results of the City of Redding’ s single audit for the fiscal year
ended June 30, 2001 provided no instances of material weaknesses in the internal control structure or
significant violation of applicablelaws and regulations.

CERTIFICATE OF ACHIEVEMENT

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the City of Redding for its
comprehensive annual financial report for the fiscal year ended June 30, 2000. The Certificate of
Achievement is the highest form of recognition for excellence in state and local government financia

reporting.

In order to be awarded a Certificate of Achievement, agovernment unit must publish an easily readable and
efficiently organized comprehensive annual financial report whose contents conformto program standards.
Such reports must satisfy both generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement isvalid for a period of one year only. The City of Redding has received a
Certificateof Achievement for thelast seventeen consecutive years (fiscal years ended 1984 through 2000.
We believe our current report continuesto conform to Certificate of Achievement Program requirements,
and we are submitting it to GFOA.
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Honorable Chairman and Members
of the Board of Directors
Redding, CA

We have audited the accompanying basic financial statements of the City of Redding, as of and for the fiscal year ended
June 30, 2001, as listed in the financial section of the table of contents. These basic financial statements are the
responsibility of City of Redding’s management. Our responsibility is to express an opinion on these basic financial
statements based on our audit.

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

As described in Note 23 to the basic financial statements, the City of Redding adopted Government Accounting Standards
Board Statements Nos. 33 and 34 and GASB Interpretation 6 as of and for the year ended June 30, 2001.

In our opinion, the basic financial statements referred to above present fairly, in all material respects, the financial position
of the City of Redding as of June 30, 2001, and the results of its activities, operations and the cash flows of its proprietary
-funds for the fiscal year then ended in conformity with accounting principles generally accepted in the United States of

America. N

In accordance with Government Auditing Standards, we have also issued under separate cover, our report dated December
4, 2001, on our consideration of the City ¢f Redding’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts and grants. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be read in conjunction with this report in
considering the results of our audit.

The Management’s Discussion and Analysis and the required supplementary information are not a required part of the basic
financial statements, but is supplementary information required by the Governmental Accounting Standards Board. We
have applied certain limited procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the supplementary information. However, we did not audit the information and express

no opinion on it.

TELEPHONE: (530) 222-2898 23 FACSIMILE: (530) 222-2980



Our audit was performed for the purpose of forming an opinion on the basic financial statements of the City of Redding
taken as a whole. The accompanying information identified in the table of contents as combining financial statements and
supplemental information is presented for purposes of additional analysis and is not a required part of the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and in our opinion, is fairly stated, in all material respects, in relation to the basic financial statements taken as
a whole.

The information identified in the table of contents as the Introductory and Statistical Sections is presented for purposes of
additional analysis and is not a required part of the basic financial statements of the City of Redding. Such information has
not been subjected to the auditing procedures applied in the audit of the basic financial statements and, accordingly, we
express no opinion on it.

/
December 4,
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Management’s Disussion and Analysis

As management of the City of Redding (the City), we offer readers of the City’ s financial statementsthis
narrativeoverview and analysisof thefinancial activitiesof the City for thefiscal year ending June 30, 2001.
The management’ s discussion and analysis is designed to (a) assist the reader in focusing on significant
financial issues, (b) provide an overview of the City’ sfinancia activity, (c) identify changesin the City’s
financial position (itsability to address future years' challenges), (d) identify any material deviationsfrom
the financial plan (approved budget), and (e) identify individual fund issues or concens.

Weencouragereadersto consider theinformation presented herein conjunctionwith additional information
that we have furnished in our letter of transmittal (beginning on page 3) and the financial statements
(beginning on page 40).

FINANCIAL HIGHLIGHTS

» TheCity’ snet assetsincreased by $60 million. The governmental net assetsincreased by $14.6 million
and the business-type net assets increased by $46.1 million

« Asof thecloseof the current fiscal year, the City’ sgovernmental funds reported combined ending fund
balances of $71.2 million, an increase/decrease of $9.4 millionin comparison with the prior year. Over
60% of this total amount, $45.6 million, is available for spending at the government’s discretion
(unreserved fund balance).

» At the end of the current fiscal year, the unreserved fund balance for the General Fund was $10.1
million, or 23.8% of the total general fund expenditures.

* TheCity’stotal debt decreased by $10.4 million (4.8%) during the current fiscal year (excluding the
City’sTRAN). Thereductionisdueto scheduled payments. Theonly new debt besidesthe TRAN was
acapital leasein the amount of $111,398 for equipmert.

USING THISFINANCIAL REPORT/ OVERVIEW OF REPORT

Thisisthe City’sfirst year for the new financial reporting model. In the past, the primary focus of local
government’ s financial s statements have been summarized fund type information. This model has been
discarded and been replaced with anew model that focuses on both the City as awhole (government wide)
and the major individud funds. Both of these perspectives allow the user to address relevant questions
broaden a basis for comparison (year to year or government to government) and enhance the City’s
accountability.

Thisdiscussion and analysisisintended to serve as an introduction to the City’ sbasic financial statements.
The basic finandal statements consist of three components. 1) government-wide financial statements, 2)
fund financial statements, and 3) notes to the financial statements. This report aso contains other
supplementary information in addition to the basic financial statements to provide the reader further
understanding of the City.
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Government-wide Financial Statements

Thegovernment-widefinancial statementsare designed to provide the readers with abroad overview of the
City’ sfinances, inamanner similar to aprivate-sedor business. The government-widefinancial statements
consist of the following parts:

Statement of Net Assets. Thisstatement presentsinformation on all of the City’ sassetsand liabilities, with
the difference between the two reported asnet assets. Over time, the change in net assts may serve as a
useful indicator of whether the financial position of the City isimproving or deteriorating.

The City has elected to early implement GASB Statement 34 including the infrastructure reporting
requirements. The City has elected to depreciate all infrastructure assets rather than use the modified
approach as outlined in GASB Statement 34.

Statement of Activities: This statement presents information showing how the government’s net assets
changed during the most recent fiscd year. All changesin net assetsare reported as soon as the underlying
event giving rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues and
expenses are reported in this statement for some items that will result in cash flow in future fiscal periods
(e.g., uncollected taxes and earned but unused vacation leave).

Both of the government-wide financial statements distinguish functions of the City that are principally
supported by taxes and intergovernmental revenues (governmental activities), fromother functionsthat are
intended to recover al or asignificant portion of their coststhrough user fees and charges (business-type
activities). The governmental activities of the City include general government, police, fire public works,
planning, recreation and culture, and community development. The business-type activities of the City
include water, wastewater, electric, transportation (airport and bus), sorm drainage, solid waste, and
convention center. Also included in the government-wide financial statements are the Redding Housing
Authority, Redding Redevel opment Agency, Redding AreaBus Authority (RABA), and the Redding Joint
Power Financing Authority. While these agencies are legally separate agencies, their governing boards
consist entirely of City Council members or in the case of RABA, the majority of the board members are
members of the City Council. They function for all practical purposes as departments of the City, and
therefore have been included asan integral part of the primary government.

The government-wide financial statements can be found on pages 40 - 43 of this report.
Fund Financial Statements

A fund is a group of related accounts that are used to mantain control over resources that have been
segregated for specific activities or objectives. The City, like other state and local governments, use fund
accounting to ensure and demonstrate compliance with finance-related legal requirements. All of thefunds
of the City can be dvided into three categories as follows:

Governmental Funds: These funds are used to account for essentially the same functions reported as
government activitiesin the government-widefinancial statements. However, unlike the government-wide
financial statements, governmental fund financial statements focus on near-term inflows and outflows of
spendableresources, as well as on balances of spendable resources available at the end of the fiscal year.
Such information may be useful in evduating a government’ s near-term financing requirements.
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Becausethefocusof governmental fundsisnarrower than that of the government-widefinancial statements,
itisuseful to comparetheinformation presented for governmental fundswith similar information presented
for governmental activities in the government-wide financial statements. By doing so, readers may better
understand thelong-termimpact of the government’ snear-term financing decisions. Boththegovernmental
fund balance sheet and governmental fund statement of revenues, expenditures, and changes in fund
balances provide a reconciliation to facilitate this comparison between governmental funds and
governmental adivities.

The City maintains seventeen individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in governmental fund statement of revenues, expenditures, and
changesin fund balances for the General Fund and the 1915 Act Assessment District Bonds, both of which
are consideredto be magjor funds. Daafrom the other 15 governmental funds are combinedinto asingle,
aggregated presentation. Individual fund datafor each of these nonmajor governmental fundsis provided
in the form of combining statements elsewhere in this report.

The City adoptsan annual appropriated budget for itsgeneral fund. A budgetary comparison statement has
been provided for the general fund to demonstrate compliance with thisbudget.

The basic governmental fund financial statements can be found on pages 44 - 53 of this report.

Proprietary Funds: The City maintainstwo different types of proprietary funds. Enterprisefundsare used
to report the same functions presented as business-type activities in the government-wide financial
statements. The City uses enterprise funds to account for its Water Utility, Wastewater Utility, Electric
Utility, Airport Fund, Storm Drainage Utility, Solid Waste Utility, Convention Center Fund and the Redding
AreaBusAuthority. Internal service funds are an accounting device used to accumul ate and allocate costs
internally amongthe City’ svariousfunctions. TheCity usesinternal servicefundsto account for centralized
activitiesand servicesperformed by certain departmentsfor other departmentsof the City. The City hasfour
internal service funds; the Equipment Fund to account for all maintenance of the motorized fleet and
communication systam; the Information Systems Fund to account for the data processing activities of the
City; the Risk Management Fund to account for the self-insurance activities of the City; and the General
Support Services Fund which accounts for mail, printing, records management and building maintenance
activities. Because these sarvices predominantly benefit governmental rather than business-type functions,
they have been included within government activitiesin the government-wide financial statements.

Proprietary funds provide the same type of information as the government-widefinancial statements, only
in more detail. The proprietary fund financial statements provide separate information for the Electric
Utility, Water Utility, Wastewater Utility and Solid Waste Utility which are considered to be major funds
of the City. Datafrom the other enterprise fundsis combined into a single aggregated presentation. The
internal service funds are also combined into a single, aggregated presentation in the proprietary fund
financial statements. Individual fund data for the nonmajor enterprise funds and internal servicefundsis
provided in the form of combining statements el sewherein this report.

The basic proprietary fund financial statements can be found on pages 54 - 63 of this report.

Fiduciary Funds: Fiduciary funds are used to account for resources held for the benefit of parties outside
the government. Fiduciary funds are not reflected in the government-wide financia statement because the
resources of those funds are not available to support the City’s own programs. The accounting used for
fiduciary funds is much like that used for proprietary funds.
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The basic fiduciary fund financid statements can befound on page 64 of this report.

Notes to the Financial Statements: The notes provide additional information that is essential to a full
understanding of the dataprovided in the government-wide and fund financial statements. The notesto the
financial statements can be found on pages 65 - 101 of this report.

Other Information: In addition to the basic financial statements and accompanying notes, thisreport also
presents certain supplemental information and statistical information that may be useful to the users of the
City’sfinancia statements. Thisinformation can be found in the last two sections of this report.

Initial Year for Implementing Governmental Accounting Standards Board (GASB) Statement 34
Becausethisisthefirst year theCity hasreported itsfinancial activitiesin the GASB Statement 34 format,
comparative information from the prior year is not available.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net assets may serve over time asauseful indicator of agovernment’ sfinancial position. During the City’s
fiscal year ended 2001, net assets changed as follows: (All amounts are in thousands)

Governmental Business

Activities Activities Total
Beginning net assets $137,018 $215,332 $352,350
Increase in net assets $ 14,560 $ 46,111 $ 60,671
Ending net assets $151,578 $261,443 $413,021

The City’s total net assets increased by 17.2% from a year ago, increasing from $352.4 million to $413
million. Net assets from governmental activities increased by 10.6% while net assets from business
activitiesincreased by 21.4%. The $14.6 millionincreasein net assetsfrom governmental activitiesis due
primarily to the following two reasons. First, over $7 million in revenue was restricted to the purchase
and/or construction of capital assets, which does not result in an offsetting expense in the current year
government-widefinancial statements. In addition, other revenue sources were used for infrastructure and
other capital assets. Second, revenues where higher than anticipated and expenses lower than anticipated.

The $46.1 millionincreasein net assets from business-type activitiesis due primarily to the following two
reasons. First, the Electric Utility’s net revenues were over $30 million. During thefiscal year there was
a shortage of power in California and the Electric Utility was able to sell its excess power into the open
market resulting in alarge increase in the Electric Utility’ s net revenues. The excess net revenues will be
used to help maintain low eledric rates. Second, the other utilities net assetsincreased primarily because
funds are being accumulated for current and future capital projects.
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The following schedule displays a summary breakdown of the City’s net assets as of June 30, 2001:

Net Assets
(in thousands)
Governmental Business -Type
Activities Activities Total
Current and other assets $ 104,851 $ 172,995 $ 277,846
Capital assets 124,529 291,191 415,720
Total assets 229,380 464,186 693,566
Current liabilities 19,740 56,239 75,979
Long Term Liabilities 58,062 146,504 204,566
Total Liabilities 77,802 202,743 280,545
Net Assets:
Invested in capital assets net
of related debt 94,414 150,896 245,310
Restricted 47,706 14,310 62,016
Unrestricted 9,458 96,237 105,695
Total net assets $ 151,578 $ 261,443 $ 413,021

Asnoted earlier, net assets may serve over time as a useful indicator of agovernment’ sfinancial position.
The City’ snet assets exceeded liabilities by $413 million at the June 30, 2001. Most of the City’ s net assets
(59%) areinvested incapital assets(i.e., land, buildings, utility plants, machinery, and equipment), lessany
related debt used to acquirethose assetsthat isstill outstanding. The City usesthese capital assetsto provide
services to citizens; consaquently, these assets are not available for future spending. Although the City’s
investment in its capital assets is reported net of related debt, it should be noted that resources needed to
repay this debt must be provided from othe sources, sincethe capital assets themselves cannot be used to
liquidate these liabilities.

An additional portion of the City’s net assets, (15%) represent resources that are subject to externa
restrictions asto how they may be used. The remaining balance of $106 million isunrestricted and may be
used to meet the City’ songoing obligationstoits citizens and creditors or for investmentsin capitd assets.
Only $9.5 million of the unrestricted net assets pertain to governmental activities, the balance can only be
used for the utilities and other business activities of the City.
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The following schedul e shows the various components that caused the City’ s net assets to increase:

Changesin Net Asses
(in thousands)

Governmental Business - Type
Activities Activities Total
Revenues:
Program revenues
Charges for service $ 6,426 $ 272,354 $ 278,780
Operating grants and contributions 14,111 2,597 16,708
Capital grants and contributions 7,120 9,831 16,951
General Revenues 0
Sales Tax 16,782 0 16,782
Property Tax 11,019 0 11,019
Other Taxes 4,295 0 4,295
Motor Vehicle In-lieu 4,252 0 4,252
Investment earnings 4,450 6,106 10,556
Other 4,024 848 4,872
Total Revenues 72,479 291,736 364,215
Expenses:
General Government 4,879 4,879
Police 16,188 16,188
Fire 8,557 8,557
Public Works 8,554 8,554
Planning 3,357 3,357
Recreation and culture 3,666 3,666
Community development 8,228 8,228
Intereg on long-term debt 3,319 3,319
Electric 208,375 208,375
Water 8,745 8,745
Wastewater 9,415 9,415
Storm drainage 1,406 1,406
Solid W aste 10,393 10,393
Transportation 6,504 6,504
Convention Center 1,958 1,958
Total Expenses 56,748 246,796 303,544
Increase in net assets before transfers 15,731 44,940 60,671
Transfers (1,171) 1,171 0
Increase in net assets 14,560 46,111 60,671
Net assets July 1, 2000, as restated 137,018 215,332 352,350
Net assets June 30, 2001 $ 151,578 $ 261,443 $ 413,021
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CITY OF REDDING
AIRPORTS
Redding Municipal Airport

Redding Municipal Airport serves the regiona area of Northern California consisting of approximately
25,000 square miles covering some eight counties. The population served is well over 230,000.
Commercial, freight, and passenger servicesare provided by Horizon Air, United ExpressAirlines, Airborne
Express, Federal Express, UPS, and Ameriflight. Fixed-base operations provide awide range of services
including general airplane and engine maintenance aswell asavionics; charter services; facilitation of sales
of new and used airaaft; and sales of fuels, lubricants, and accessories. A propeller service and helicopter
charter, repair, and sales are also available. Currertly, two car rentd agencies servethe traveling public
from the passenge terminal.

Thereare 38 permanently assigned tie-downs, 95 more aircraft and eight helicoptertie-downsfor transients,
and 102 T-hangars maintained and leased out by the City of Redding. All T-hangars are occupied, and
vacanciesarefilled onanimmediatebasis. Last fiscal year, atotal of approximately 74,316 operationswere
recorded during the FAA Control Tower operating hours from 6:30 am. t09:30 p.m.

TheAirport featuresa22,000 squarefoot terminal to servethetraveling public. 1t also featuresafull-service
restaurant and lounge, as well as full services for all business tenants. There is a 333 space public
automobile parking lot aswell as 64 spacesfor rental cars adjacent to theterminal. The passenger terminal
aircraft parking ramp is capable of receiving six medium-size jet aircraft at one time. During the 2000
calendar year, over 132,926 passengerstravel ed through theterminal building. Theairport property includes
atotal of 1,659 acres.

The primary runway (16/34) is 7,003 fed in length with lighted distance-remaining markers. It alsohasa
high-intensity approach lighting system with runway alignment indicator lights; an instrument landing
system; runway-end identifier lights; precision approach path indicator; visual approach slopeindicator; a
back course instrument landing system; a global position system (GPS) approach; and a VHF omni-
directional range with distance-measuring equipment. The crossrunway (12/30) is 5,062 feet long. It has
amedium-intensity approach lighting system with precision approach path indicator lights at both ends of
the runway.

Benton Airpark

Benton Airpark islocated within the city limits of Redding only afew blocks from the downtown area. It
features arunway that is 2,420 feet in length and lit for night operations. There is afixed-base operation
which providesafull range of aircraft servicesaswell asadelicatessen. The CaliforniaHighway Patrol and
Mercy Air Ambulance both base and operate helicopters and afixed-wing aircraft at Benton. Also, there
are 88 covered aircraft parking spaces and 81 open tie-downs. Benton experiences an estimated 35,000-
40,000 annual aircraft operations.

ELECTRICUTILITY SYSTEM
History

Electric service in Redding was started prior to 1900 by a private utility, the Redding Electric Light and
Power Company, which obtaned el ectric power from asmall hydroel ectric plant on the Sacramento River
near Redding. On November 28, 1901, the Keswick Electric Power Company began supplying the Redding
Utility with electric power from its new Volta Hydro Plant, which had just started operation. Shortly
thereafter, the Keswick Company acquired the capital stock of the Redding Electric Light and Power
Company. Subsequently, on March 13, 1902, the Northern California Power Company was incorporated
and proceedings were initiated to acquire control of all properties of the Keswick Company through an
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exchangeof stock. Thiswas succeeded in 1908 by the Northern California Power Company Consolidated,
which continued operaion until October 3, 1919, when it was acquired by the Pacific Gas and Electric
Company (PG&E) under a merger authorized by the California Railroad Commission.

Prior to the merger, agroup of Redding citizens started amovement to acquire the municipal street lighting
system because of dissaisfaction with the existing system and its operation. As a result, in 1916, a
municipal street lighting system was established. Soon after the municipal street lighting system began
operation, a movement was started for the City of Redding to purchase the electric distribution system in
Redding from the Northern California Power Company Consolidated, and preliminary negotiations were
initiated.

During the period of negotiations between the City and the Northern California Power Company
Consolidated, PG& E acquired the Northern California Power Company Consolidated. Final payment was
made by the City to PG& E on December 21, 1921, on which datethe property and itsoperationswereturned
over to the City. Under City ownership and operation, the City’s Electric Utility (REU) has consistently
provided superior service at a competitive price, with rates well below those in the surrounding service
territory in which serviceis provided by PG&E.

Distribution Service

The City’ s Electric Utility currently provides service to its customers in an area approximately 60 square
milesinsize, with67.3 milesof 115kV transmission linesand 573 milesof overhead and underground 12kV
distribution lines. The City is proud of its record over the past three years of 99.99 percent electric service
availability to its customers.

Reddingispresently interconnected with theNorthern California230kV power grid at two points-- Western
Area Power Administration’s (Western) Keswick Switchyard and the Western/City Airport 230/115kV
Substation. Delivery of all power from sources outside of the City is made to Redding at the Keswick
Switchyard and Airport Substation. The City owns and operates the 115kV transmission lines that
interconnect the City’ s115/12kV d stribution substationsto these delivery points. Thetransmission system
is designed as a highly reliable looped system (there are at least two sources for every distribution
substation) with state-of-the-art 115kV circuit breakers and relay systems, which ensure that an outage or
failure of any one 115kV line will not interrupt power to any City customer. All transmission linesin the
City’ s electric system are in generally excellent condition. The majority were constructed after 1985.

The City’s distribution system consists of eleven 115/12kV distribution substations where power is
transformed from 115kV to 12kV distribution voltage and connected to the servicedistributiontransformers
viathe 12kV distribution lines. The 12kV distribution systemisavery reliableradial-type system designed
such that all customers can be served from another feeder if the normal sourceis experiencing aproblem.

Power Supply

The City presently purchases most of its power from Western. Western’ spower isgenerated at ShastaDam
and other facilities which areapart of the Central Valley Project (CVP). Redding also reliesonthe City’s
existing generation resources and other power purchase and exchange contracts, aswell as short-term firm
purchases to provide low-cost service to all of the City’ s customers.

In order to accommadate anti ci pated growth, the City hasdevel oped several projectsto generate power. The
City's Whiskeytown Hydroel ectric Project became operational on September 3, 1986. In August 1991, the
City purchased a28MW, steam turbine generation project located within the City limitsand hasadded three
combustion turbine generators at the same site, for acombined site capacity of morethan 95MW. Alsothe
City Electric Utility began construction at the end of March 2001 on a 43 MW base loaded generator
(Generating Unit No. 5) located at the same site as other gas-fired generators. In addition to its own
generation, the City has acquired several other sources of eledric power through long-term purchase power
contracts and through its membership in ajoint powers agency condsting of Modesto Irigation District,
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City of Santa Clara, and City of Redding (M-S-R). On June 1, 1994, the City began scheduling and
dispatching the power produced by these various resources. The scheduling and dispatching operations
allow Redding to take advantage of relatively inexpensive energy, which becomes availablefrom time to
time in the short-term wholesale powe market.

The City isamember various organizations and agencies, including: Northern California Power Agency,
M-S-R, Transmission Agency of Northern California, and Western Systems Powea Pool. Through these
affiliations, the City contracted for and devel oped various power generation and transmission resources,
including: partial ownership of the San Juan coal-fired generating station; the Desert Southwest
Transmission Project, and the Califomia-Oregon Transmission Project.

To operate most cost effectively, the City has devel oped several |oad management and energy conservation
programs, which include public awareness campaigns, technical conservation assistance, air-conditioning
load management, rebates on energy-efficient air-conditioners and appliances, and the use of energy-
efficient street lights. In addition to resource devel opment and conservation programs, the City hasprovided
opportunities for additional conservation and load management through creative rate design.

Customer Base

The table below shows a five-year history of the growth in electric system customer accounts. Customer
accounts do not represent the actual number of connections to the system.

Number of Customer Accounts

Fiscal Year
Ending June 30 Residential Non-residential Tota
1997 31,223 6,076 37,299
1998 31,595 6,050 37,645
1999 32,037 6,261 38,298
2000 32,504 6,588 39,092
2001 32,750 6,890 39,640

Thetotal number of electric system customer accountsincreased 6.3 percent during the last fiveyears. The
number of residential accountsincreased 4.9 percent, whilenon-residential accountsincreased 13.4 percent.

WASTEWATER UTILITY SYSTEM
History

The City of Redding began construction of the wastewater (sewage) system soon after itsincorporation in
1887. Theinitial system discharged onto farmland near the present South City Park. In 1946 a primary
treatment plant was built near Cypress Avenue with discharge into the Sacramento River. Disinfectionwas
added to the system in 1957. In 1966 the Cypress Street Plant was abandoned for a new partial secondary
treatment facility at Clear Creek and the Sacramento River. Inthe 1970sthreelocal adjacent communities
were annexed and connected to the system. Asaresult of these annexations and in conjunction with $14.5
million in State and Federal Clean Water grants, the City completed a $19 million advanced secondary
wastewater treatment facility at Clear Creek in 1980.

Theexisting Clear Creek plant isdesigned to treat 8.8 million gallons per dry weather day for aservice area
of 79,000 residents. Infiscal year 2000-01, the system received 6.55 MGD average dry weather flow which
IS 66 percent residential and 34 percent commercial/industrial. Thisbrought the system to 74 percent of its
dry weather capacity.

159



In January 1992, anew facility was started up along Airport Road near the Sacramento River. The addition
of the Stillwater Wastewater Treatment Facility is allowing a new areato be serviced. The srvice areas
include north Redding and the Redding Municipal Airport zones. A flow of 2.9 million gallons per day of
average dry weather flow was received during fiscal year 2000-01, which is 72 percent of design capecity
of 4milliongallonsperday. The Stillwater Wastewater Cadllection and Treament System wasfinancedwith
$21.8 million in 1989 Sewer Revenue Bonds, plus $4.6 million from the Clover Creek Sewer Assessment
District. The 1989 bonds were refinanced in 1992.

Service Area and Customers

The regional system currently serves six magjor areas of Redding: (1) North Redding, (2) Twin View, (3)
Redding, (4) Enterprise, (5) Cascade, and (6) Stillwater. The system consists of anetwork of 373 miles of
interceptor and trunk sewers 14 lift stations, and two advanced secondary treatment plants. Thetablebelow
showsthefive-year history of growthin sanitary sewer customer accounts (customer accounts approximate
the actual number of connections to the system):

Fiscal Year Fiscal Year Fisca Year Fiscal Year Fisca Year

1996-97 1997-98 1998-99 1999-00 2000-01
Residential 24,774 25,208 25,648 27,245 30,806
Commercia/ Industrial 2,286 2.335 2,373 2,420 2,643
Total 27,060 27,543 28,021 29,665 35,449

Condition of System

The City of Redding maintains a well-trained and well-equipped work force. Its primary function is to
operate the system, make systematic inspections as part of the preventive maintenance program, and plan
and construct replacements. The City of Redding maintains a Master Sewer Plan which is periodically
updated, and revisionstothe system are programmed, designed, and installed in accordance with this plan.
The 1987 Master Sewer Plan was updated during 1992 to include the new Stillwater service area. The
complete Wastewater Master Plan update isin progress and is scheduled for completion during the 2001-
O2fiscal year.

The system iswell maintained in all regards, including sewer lift stations equipment, collection and trunk
sewer lines, and wastewater treatment facilities. Connection of the Stillwater treatment plant to theCity of
Redding electric service which was a mgjor efficiency improvement was completed in June 1996. The
installation of anew technology, aBiomixer aeration system, at the Clear Creek treatment plant during fiscal
years 1998-99 and 1999-00 and alarger diesel engine emergency generator during 2001 hasimproved the
energy efficiency of thisolder facility. Thetwo major wastewater interceptor pipelines, the Eastside and
Westside Interceptors, are under construction and are being expanded during fiscal year 2001-02 to
accommodate new devel opment.

WATER UTILITY SYSTEM
History

The Redding water supply and treatment facilities date back to the early 1900s. The raw water supply
pump station on the Sacramento River was built in stages beginning in 1939.

The City's rights to water from the Sacramento River stem from acquisition in 1941 of local facilities of
the CaliforniaWater Service Company, together with water rightswhich datefrom 1886, andfromalicense
to appropriate 5 cfs, issued in 1944.

Since 1939 when the City of Redding assumed control and operation of the water system, the City's
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population has grown from approximaely 7,500 to 80,865. This growth included two large incressesin
1976 and 1977, when Redding annexed the Cascade Community Services District (serving approximately
4,450 residents) and the Enterprise Public Utility District (serving approximately 13,500 residents). In
addition, the City assumed operation of a system serving about 1,500 residents outside the City in 1967,
primarily in the Buckeye community.

A 1966 contract with the Bureau of Reclamation, which runs through 2003, details Redding's principal
rights to the Sacramento River. The contract permits renegotiation at any time for more or less water
subject to need and availability of water in the river. Water to be diverted consists of "base supply” and
"project water supply."

The Base Supply currently increases 255 acre-feet per year and is now about 90 percent of thetotal. The
Project Water Supply currently increases 45 acre-feet per year and is now about 10 percent of the river
water supply. Project waer ischarged tothe City at $9 per acre-foot. The 2000 total entitlement is 19,300
acre-feet.

These entitlementswere subject torenegotiation by mutual agreement in 1985, asthey werein 1975 when
no change occurred, and theannual entitlement is subject to changein " Critical Water Years." In 1992 the
Bureau decreased Redd ng's Project Supply entitlement by 25 percent. Despitethecutback, the City'swater
supply was suffident to meet its needs.

In 1967 the City of Redding took over Buckeye County Water District facilities and the rights to a 1964
USBR contract. In February 1971, the City executed a new USBR contract to serve the Buckeye service
area. This contract with the Bureau of Reclamation, which runs through 2009, allows Redding to obtain
up to 6,140 acre-feet of water per year. Redding, along with 111 other Central Valley Project (CVP) water
contractors, is currently renegotiating its CV P water contract. The 2000 delivery from that contract was
4,600 acre-feet. Water charges under this contract total $46.50 per acre-foot ($20.48 water cost, $14.56
restoration fee and $11.46 foregone power charge). The City has currently amended this contract to add
the Spring Creek Conduit as a point of diversion for the newv Buckeye Water Treatment Plant.

Foothill water treatment plant constructed in 1981 expanded pumping and treatment capacity to arated 24
million gallons per day (MGD). During the last two summers the treatment plant has been operating
beyond treatment capacity to meet the demands of continued growth. Whilethe project is expandable to
a rated 42 MGD, the plant's practical operating capacity and projected design service date may be
considerably greater. Thesefacilitiesprovidefor filtration following the existing sedimentation basin and
a6 MG covered storagereservoir. Both these additions were needed to meet the requirementsof the State
of California, Department of Health ServicesDivision of Drinking Water and Environmental M anagement.

The table shows the five-year history of growth in water customer accounts (customer accounts do not
reflect the actual number of connections to the system):

Fisca Year Fisca Year Fiscal Year Fisca Year Fisca Year
1996-97 1997-98 1998-99 1999-00 2000-01

Residential and
Commercial 23,962 24,239 24 557 24,889 25,308

Current System
Buckeye Zone
The Buckeye Water District water system was acquired by the City of Redding in 1967 following

dissolution of that District. Water supply for that District was extremely limited. Upon assuming the
operation of the Buckeye system, the City of Redding provided the additional supply by pumping fromthe
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northern end of its water system. Pump House No. 3, located at the foot of North Market Street hill, and
Pump House No. 4, off Benton Drive northeast of the Diestlehorst Bridge, serve the Buckeye Zone.
Storage for the Buckeye Zoneislocated on LakeBoulevard in north Redding, with two steel reservoirs at
this site--one 200,000 gallon tank and one 2 MG tank with a high water surface of 955 feet.

The Buckeyewater treatment plant compl eted in January 1995 isnow serving the BuckeyeZone. Thenew
Buckeye Water Treatment Plant islocated off of Benson Drive near the Spring Creek Conduit. Thewater
plant has an interconnection to the U.S. Bureau of Reclamation (USBR) Spring Creek Conduit through an
existing turnout structure. Treated water is conveyed from thetreatment plant through 25,000 feet of off-
site piping to the Buckeye area. Theinitial treatment capacity is 7 MGD with the ability to expand to 28
MGD capacity. Thistreatment plant meets all the existing USEPA regulations, including the 1986 Safe
Water Drinking Act and meets all the requirements of the State of California, Department of Health
Services Division of Drinking Water and Environmental Management.

Foothill and Hill 900 Zones

Construction of Redding's Foothill Water Treatment Plant was completed in September 1981. The
treatment plant consists of chemical treatment followed by flocculation, sedimentation, chlorination, and
filtration. River water from Pump Plant No. 1 located on the south side of the Sacramento River, west of
the Diestlehorst Bridge enters the treetment plant through a 36-inch main. Chlorine is added for disin-
fection and odor control. Polymer and aluminum sulfate are injected, and the water passes into a
flocculation basin which is integrally constructed within alarge 2 MG sedimentation basin, where it is
allowed to settle and clarify. After clarification, water flows through dual media filtration and is post-
chlorinated prior to entering a 6M G covered storage reservoir.

Storageis provided at three locations - one 6 MG covered storage reservoir at the treatment plant, two 1.5
M G prestressed concrete reservoirs having ahigh water surface of 733 feet on Foothill Boulevard, and one
2.0 MG prestressed concrete reservoir and one 2 MG steel tank having a high water surface of 925 feet to
the south of the treatment plant at the top of Hill 900.

The Foothill Zoneis served by gravity flow from the Foothill reservoirs. The Hill 900 Zone is served by
Pump Plant No. 2, which is located at the treatment plant and is taking suction from the 48-inch main
served by the 6 MG reservoir. Anadditional booster pump was added to the El Reno booster pump station.
Thiswill supply an additional 1.4 MGD to the southern end of the Hill 900 Zone from the Cascade Zone.

Enterprise Zone

In 1976 the Enterprise Public Utility District and the City of Redding voted affirmatively to annex the
EnterpriseDistrict to the City of Redding. Shortly after this, theresponsibility for the Enterprisewater sys-
tem was assumed by the City of Redding.

The system was served originally by five wells; however, in 1978, the Cross Town Main, alarge pipeline,
was constructed which enabled the City to serve the Enterprise and Cascade areas with water from the
Foothill treatment plant. 1n 1985 approximately five miles of 12-, 16-, and 24-inch transmission mains
were constructed from our Enterprise well fields on Goodwater Avenueto serve the U.S. Forest Service
and Municipal Airportoff Airport Road. In August 1986 thre= new 2 MGD capecity wells were added to
the EnterpriseZone. In 1988 a24-inch transmission main wasconstructed from Goodwater Avenue along
Rancho Road westerly via South Bonnyview Road to the Cascade Zone. In July 1991 another 2 MGD-
capacity well was added to the Enterprise Zone. Two additional 2MGD wells are under construction this
fiscal year with both wellsto be in service by fall of 2001.

Groundwater istreated with orthopoly phosphate for iron and manganese annoyances and chlorineisused
for disinfection.

Themain storagereservoirsarelocated near the northwestern boundary of the zone--two steel, ground-level
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storage tanks having a capacity of 3.5 and 6.0 MG with a high water surface of 706 feet. Both reservoirs
are located at the same site above the Quail Ridge Subdivision off Canby Road. During periods of peak
demand, these tanks and the well field, at the southwestern boundary of the zone, and treated water from
the Foothill Water Treatment Plant through the cross-town waer main, supply the entire system fromthree
directions.

Hilltop-Dana Zone

The Hilltop-Dana pressure zoneislocaed north of Highway 44 and east of Interstate5 and issupplied by
Pump Station No. 5. This pump station boosts water from the Enterprise Pressure Zone and has been
relocated to the existing Enterprise Reservoir site. The construction of the new, larger Pump Station No.
5, constructed in 1993, helps meet the higher demands due to the increased devel opment in the Hilltop-
Dana Zone.

Cascade Zone

The supply sourcefor thiszone comprises fivewellswith amaximum capacity of 0.75MGD. Thissupply
is augmented by connection to the south end of Redding's central system, and in 1978 the Cross Town
water main wascompleted. Thissupply canfurnishupto 3.2 MGD tothe Cascadearea. Additiond supply
is obtained by a large transmission main conneding the Cascade Zone to the Enterprise well system via
South Bonnyview Road. Thissupply can furnish an additional 2 MGD. Inthe summer of 1995 a booster
pump station was installed on the South Bonnyview transmission main to increase the supply to the
Cascade Zoneto 4.3 MGD.

In 1985 the City took over the operation of the Pinal Water Company serving the Westwood Manar Subdi-
vision located off State Route 273 south. The subdivision is currently being supplied water from the
foothill water treatment plant through two 8-inch interconnections. Storageto the Cascade Zoneisprovided
by a1 MG tank located off Kenyon Drive and a2 MG tank in the Redding Ranchettes area. Both tanks
operate at a high water surface elevation of 693.

Condition of System

The City of Redding maintains a well-trained and well-equipped work force. Its primary function isto
operatethe system, make systematicinspections as part of the preventive maintenance program, and plan
and construct replacements. City forceswill replace approximately 6,000 polybutylene (PB) water savices,
which are leaking because of premature pipe material failure, through a nine-year replacament program.
City forces havereplaced approximately 3,473 servicesor 58%. Servicereplacement by City forcesiscost
effective. Undersized and old lines are being replaced when maintenance costs indicate that they should
bereplaced or additional capacitiesareneeded. The City of Redding maintainsaMaster Water Plan which
is being updated this fiscal year; revisionsto the system will be programmed, designed, and installed in
accordance with this plan.

The systemiswell maintained in all regards, including raw water supply, pumping structures, equipment,

transmission lines, and water treatment facilities, however, the distribution system has numerous
deficiencies that are being improved through capital projects.

STORM DRAINAGE UTILITY
History
City Council established the Storm Drainage Utility on September 21, 1993. The utility is part of the

Department of Public Worksunder the Director of Public Works. Responsibilitiesinclude street sweeping
and the monitoring, maintaining, cleaning, and installing the storm drainage networks of the City.
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Service Area and Customers

The service areaencompasses storm drainage facilitieswithin the City limits. The storm drainage network
consistsof 5,220 catch basins, 129 miles of pipe, and assorted drainagefacilities. Approximately 15 miles
of storm drain ditches are also maintained. Currently 537 center lane miles of streets are swept regularly
with one street sweeper. The Storm Drainage Utility charge is based onimperviousarea. Animpervious
areaisonethat prohibitsthe natural drainage of rainwater into the ground (i.e., building, parking lot, etc.).

Fiscal Year Service
2000-01 _Rates
Customer Groups:
Single-Family Residential - units 22,982 $1.32/unit
Multi-Family Residertial - units 11,053 $0.83/unit
Commercial and Institutiona - I.A.* 1,779 $19.07/1.A.

*1.A. = Impervious Units

Condition of System

The City of Redding maintains a well-trained and well-equipped work force. Its primary function is to
operate the Storm Drainage system, make systematic inspections as part of the preventive maintenance
program, and plan and construct replacements. The City of Redding completed a Citywide Master Storm
Drain Study in October 1993. This plan recommended the creation of the utility and outlined capital
improvement projects needed to provide flood protection. The system iswell maintained.
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CITY OF REDDING

General Revenues by Source
Last Ten Fiscal Years

(In Thousands)

Fines, Interest & Use
Licenses and Inter- Charges for  Forfeitures, of Money
Fiscal Year Taxes Permits Governmental Services and Penalties & Property  Miscellaneous Total
1991-1992 21,663 3,000 10,848 1,144 584 3,503 5,356 46,098
1992-1993 21,800 2,690 10,591 1,203 355 4,539 4,105 45,283
1993-1994 22,638 2,874 12,166 1,308 349 6,181 3,869 49,385
1994-1995 22,899 2,203 13,647 1,089 304 7,503 3,815 51,460
1995-1996 23,378 1,502 14,008 1,026 321 7,796 4,964 52,995
1996-1997 24,784 1,919 18,346 884 333 8,034 3,844 58,144
1997-1998 25,486 1,794 16,223 1,083 415 9,161 4,635 58,797
1998-1999 26,543 2,611 15,078 1,110 518 8,852 2,524 57,236
1999-2000 29,362 3,125 20,735 1,508 547 9,065 3,349 67,691
2000-2001 31,679 3,371 19,665 1,426 659 10,638 4,158 71,596

Source: City of Redding Comprehensive Annual Financial Report
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CITY OF REDDING

General Expenditures by Function

Last Ten Fiscal Years

(In Thousands)

Communtiy
General Public Public Recreation Development

Fiscal Year Government Safety Works Planning and Culture  and Other
1991-1992 3,751 16,323 5,770 2,750 2,749 4,700
1992-1993 4,175 7,045 4,210 2,483 2,652 5,578
1993-1994 4,109 17,211 3,105 2,398 2,745 5,807
1994-1995 4,222 18,239 2,840 2,676 2,890 6,345
1995-1996 3,733 17,307 3,974 2,466 2,900 7,188
1996-1997 3,948 18,842 3,213 2,555 2,777 7,655
1997-1998 4,663 20,108 4,236 2,780 2,910 8,092
1998-1999 4,175 21,126 3,545 2,735 2,788 8,184
1999-2000 4,792 22,320 3,605 2,877 2,723 8,561
2000-2001 5,060 23,725 4,509 3,242 2,950 9,259

Source: City of Redding comprehensive Annual Financial Report
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Capital Debt
Outlay Service
4,258 5,102
4,615 5,649
11,084 7,725
11,359 6,646
8,939 6,999
12,885 7,313
10,735 7,412
14,152 5,760
18,747 5,812
6,644 6,043

Total

45,403
36,407
54,184
55,217
53,506
59,188
60,936
62,465
69,437
61,432



CITY OF REDDING

Property Tax Levies and Collections

Last Ten Fiscal Years

Ratio of Ratio of
Percent of Total Tax Outstanding Delinquent
Total Current Tax Current Taxes  Delinquent Total Tax Collectionsto  Delinquent Taxes to Total
Fiscal Year Tax Levy Collections Collected Tax Collections Collections Total Tax Levy Taxes Tax Levy
1991-1992 4,863,909 5,029,907 103.41% 311,958 5,341,865 109.83 515,764 10.60
1992-1993 4,685,335 4,905,535 104.70% 280,660 5,186,195 110.69 490,716 10.47
1993-1994 4,144,610 4,371,709 105.48% 162,804 4,534,513 109.41 633,374 15.28
1994-1995 4,330,650 4,682,915 108.13% 503,702 5,186,617 119.77 412,536 9.53
1995-1996 4,469,037 4,644,760 103.93% 198,072 4,842,832 108.36 461,260 10.32
1996-1997 4,858,795 4,731,899 97.39% 212,539 4,944,438 101.76 478,405 9.85
1997-1998 5,016,714 4,751,141 94.71% 228,124 4,979,265 99.25 471,825 9.41
1998-1999 5,113,006 4,830,876 94.48% 217,106 5,047,982 98.73 464,549 9.09
1999-2000 5,623,985 4,960,840 88.21% 207,724 5,168,564 91.90 581,527 10.34
2000-2001 5,451,122 5,271,739 96.71% 284,621 5,556,359 101.93 805,706 14.78
Note: Basis for property tax rates is $100 per assessed valuation.
Source: Shasta County Auditor-Controller records, and City of Redding Finance Division.
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Fiscal Year

1991-1992
1992-1993
1993-1994
1994-1995
1995-1996
1996-1997
1997-1998
1998-1999
1999-2000
2000-2001

Note:

Source:

CITY OF REDDING

Assessed and Estimated

Actual Value of Taxable Property

Last Ten Fiscal Years

Secured Roll Unsecured Roll Totals
Assessed Estimated Assessed Estimated Assessed Estimated
Value Actual Value Value Actual Value Value Actual Value
2,505,834,804 2,505,834,804 212,895,489 212,895,489 2,718,730,293 2,718,730,293
2,750,659,773 2,750,659,773 234,417,339 234,417,339 2,985,077,112 2,985,077,112
3,000,979,892 3,000,979,892 236,435,659 236,435,659 3,237,415,551  3,237,415,551
3,172,853,816 3,172,853,816 223,396,454 223,396,454 3,396,250,270 3,396,250,270
3,300,071,400 3,300,071,400 232,842,350 232,842,350 3,5632,913,750 3,532,913,750
3,385,930,691 3,385,930,691 238,155,257 238,155,257 3,624,085,948 3,624,085,948
3,507,189,433 3,507,189,433 238,787,667 238,787,667 3,745,977,100 3,745,977,100
3,623,250,735 3,623,250,735 245,805,257 245,805,257 3,869,055,992 3,869,055,992
3,744,112,951 3,744,112,951 251,498,117 251,498,117 3,995,611,068 3,995,611,068
3,905,735,452  3,905,735,452 266,183,048 266,183,048 4,171,918,500 4,171,918,500

Property values include supplemental tax rolls.

Shasta County Assessor's Office
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CITY OF REDDING

Property Tax Rates
All Direct and Overlapping Governments
Last Ten Fiscal Years

Basic County, Bella Vista Community
Fiscal Year City, School Levy School Districts Water District Services District Total
1991-1992 1.0000 0.4648 0.3156 0.0573 1.8084
1992-1993 1.0000 0.4618 0.2753 0.0489 1.7860
1993-1994 1.0000 0.4346 0.3232 0.0287 1.7865
1994-1995 1.0000 0.2912 0.3245 0.0313 1.6470
1995-1996 1.0000 0.2097 0.3483 0.0373 1.5953
1996-1997 1.0000 0.3930 0.3368 0.1348 1.8646
1997-1998 1.0000 0.4722 0.3698 0.0104 1.8524
1998-1999 1.0000 0.3728 0.3613 0.0000 1.7341
1999-2000 1.0000 0.5187 0.3423 0.0000 1.8610
2000-2001 1.0000 0.5187 0.3584 0.0083 1.8854

Note: Basis for property tax rates is per $100 assessed valuation.

Source: Shasta County Auditor-Controller's records
Shasta County Tax Rate Schedule

171



CITY OF REDDING

Special Assessment Billings and Collections
Last Ten Fiscal Years

Special Assessment Special Assessment

Fiscal Year Billings Due (1) Collected (2)

1991-1992 1,061,141 991,780
1992-1993 1,257,970 1,105,126
1993-1994 1,319,082 1,148,210
1994-1995 1,364,993 1,163,465
1995-1996 1,426,284 1,295,710
1996-1997 1,404,089 1,440,014
1997-1998 1,301,879 1,372,179
1998-1999 1,231,026 1,277,394
1999-2000 949,849 981,955
2000-2001 910,304 963,061

(1) Principal only
(2) Includes prepayments

Source: City of Redding Finance Division
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CITY OF REDDING

Statement of Legal Debt Margin
June 30, 2001

Assessed Value (1) $ 4,171,918,500
Debt Limit - 3.75% of Total Assessed Value $ 156,446,944
Amount of Debt Applicable to the Limit (2) 1,978,753

Legal Debt Margin $ 154,468,191
Note: Debt limit of 15% is based on assessed valuation being equivalent to 25% of full market valuation.

In 1981-1982, assessed valuation became equal to full market valuation. As a result, 1981-1982
and subsequent years' debt limit is computed at 1/4 of 15% or 3.75% of full market valuation.

Assessed valuation includes supplemental tax rolls.
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Fiscal Year

1991-1992
1992-1993
1993-1994
1994-1995
1995-1996
1996-1997
1997-1998
1998-1999
1999-2000
2000-2001

Note: Assessed values include supplemental tax rolls.

Source: (1) State of California

Population (1)

CITY OF REDDING

Schedule of Debt Ratios
Last Ten Fiscal Years

Assessed Value (2)

Net General

Bonded Debt (3)

Ratio of Debt to
Assessed Value

Debt per Capita

71,600
73,900
75,100
75,770
76,690
77,353
78,084
78,675
79,593
82,543

2,718,730,293
2,985,077,112
3,237,415,551
3,396,250,270
3,532,913,750
3,624,085,948
3,745,977,100
3,869,055,992
3,995,611,068
4,171,918,500

(2) Shasta County Assessor's Office
(3) City of Redding Finance Division
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11,331,541
10,130,277
6,754,891
5,472,970
4,341,131
3,350,234
2,920,170
2,624,102
2,301,980
1,978,753

0.42
0.34
0.21
0.16
0.12
0.09
0.08
0.07
0.06
0.05

158.26
137.08
89.95
72.23
56.61
43.31
37.40
33.35
28.92
23.97



CITY OF REDDING

Computation of Direct and Overlapping Debt
June 30, 2001

Percentage Amount
Net Debt Applicable to Applicable to
Jurisdiction Outstanding City of Redding (3) City of Redding
Direct:
City of Redding: (1)
City of Redding $1,978,753 100.000% $1,978,753
City of Redding 1915 Act Bonds 11,784,500 100.000% 11,784,500
Total direct debt 13,763,253 13,763,253
Overlapping:
County of Shasta: (2)
Shasta Joint Powers Financing Authority 16,924,499 44.380% 7,511,092
Shasta County Schools:
Anderson Union H/S District 13,203,000 13.801% 1,822,146
Enterprise School District 23,165,306 98.752% 22,876,203
Redding School District 24,955,000 98.435% 24,564,454
Columbia School District 4,865,000 73.949% 3,597,619
Total overlapping debt 83,112,805 60,371,515
Total direct and overlapping debt $96,876,058 $74,134,768

Source: (1) City of Redding
(2) Shasta County Auditor-Controller's Office
(3) Percentages from Statement of Direct and Overlapping Debt Calculated using the Shasta County
valuations by taxing district for fiscal year 1998-99.
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Fiscal Year

1991-1992
1992-1993
1993-1994
1994-1995
1995-1996
1996-1997
1997-1998
1998-1999
1999-2000
2000-2001

Note:

Source:

CITY OF REDDING
Ratio of Annual Debt Service
For General Obligation Debt to Total General Expenditures (1)
Last Ten Fiscal Years

(In Thousands)

Ratio of Debt

Total Debt Total General to General
Principal Interest Service Expenditures Expenditures
408 187 595 45,403 1.31
691 232 923 46,407 1.99
657 810 1,467 54,184 2.71
581 954 1,535 55,217 2.78
1,103 810 1,913 53,506 3.58
494 609 1,103 59,188 1.86
512 1,172 1,684 60,936 2.76
480 1,281 1,761 62,465 2.82
426 1,314 1,740 62,465 2.79
569 1,422 1,991 69,437 2.87

(1) General obligation bonds and capital leases served by the General Fund.

City of Redding Comprehensive Annual Financial Report - Combined Statement of Revenues,
Expenditures, and Changes in Fund Balance
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Fiscal Year

1991-1992
1992-1993
1993-1994
1994-1995
1995-1996
1996-1997
1997-1998
1998-1999
1999-2000
2000-2001

Notes:

Source:

Wastewater Revenue Bond Coverage

CITY OF REDDING

Last Ten Fiscal Years

Direct Net Revenue Debt Service Requirements
Gross Operating Available for
Revenue (1) Expense (2) Debt Service Principal Interest Total
6,424,870 3,400,278 3,024,592 0 1,692,885 1,692,885
6,607,966 4,060,478 2,547,488 0 1,724,956 1,724,956
7,114,034 4,216,795 2,897,239 0 1,497,792 1,497,792
7,307,001 4,246,901 3,060,100 120,000 1,584,007 1,704,007
7,344,438 4,481,648 2,862,790 688,138 1,570,251 2,258,389
7,750,905 4,479,194 3,271,711 619,488 1,544,116 2,163,604
7,773,067 4,926,067 2,847,000 645,838 1,515,269 2,161,107
8,646,873 4,586,062 4,060,811 677,863 1,483,758 2,161,621
9,340,189 4,840,824 4,499,365 714,550 1,449,187 2,163,737
9,919,006 5,037,879 4,881,127 751,575 1,411,535 2,163,110

City of Redding Comprehensive Annual Financial Report
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(1) Total operating revenues and connection fees from other non-operating revenues.
(2) Total operating expenses exclusive of depreciation and amortization.
(3) This statement is not intended to show debt service coverage under the bond covenants.

Coverage (3)

1.8
15
1.9
1.8
1.3
15
1.3
1.9
2.1
2.3



Fiscal Year

1991-1992
1992-1993
1993-1994
1994-1995
1995-1996
1996-1997
1997-1998
1998-1999
1999-2000
2000-2001

Notes:

Source:

CITY OF REDDING

Water Revenue Bond Coverage

Last Ten Fiscal Years

Direct Net Revenue Debt Service Requirements
Gross Operating Available for
Revenue (1) Expense (2) Debt Service Principal Interest Total
5,687,660 3,845,314 1,842,346 220,175 296,090 516,265
5,569,084 4,016,340 1,552,744 234,288 142,711 376,999
6,313,172 4,714,817 1,598,355 595,000 509,533 1,104,533
6,762,136 5,179,343 1,582,793 410,000 1,033,286 1,443,286
6,737,519 4,355,796 2,381,723 467,601 1,018,936 1,486,537
7,047,447 4,985,995 2,061,452 764,109 1,007,238 1,771,347
6,427,277 5,252,466 1,174,811 745,617 971,954 1,717,571
7,636,404 4,915,050 2,721,354 782,879 940,265 1,723,144
8,907,376 5,722,270 3,185,106 789,764 906,506 1,696,270
10,136,223 5,955,067 4,181,156 827,026 870,904 1,697,930

City of Redding Comprehensive Annual Financial Report
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(1) Total operating revenues and connection fees from other non-operating revenues.
(2) Total operating expenses exclusive of depreciation and amortization.
(3) This statement is not intended to show debt service coverage under the bond covenants.

Coverage (3)

3.6
4.1
1.4
11
1.6
1.2
0.7
1.6
1.9
2.5



Fiscal Year

1991-1992
1992-1993
1993-1994
1994-1995
1995-1996
1996-1997
1997-1998
1998-1999
1999-2000
2000-2001

Square Miles (1)

57.92
58.41
59.00
59.90
60.00
60.00
60.00
60.00
60.00
60.00

CITY OF REDDING

Demographic Statistics
Last Ten Fiscal Years

Population (1)

71,600
73,900
75,100
75,770
76,690
77,353
78,084
78,675
79,593
82,543

Note: Assessed values include supplemental tax rolls.

Source:

(1) State of California

(2) Shasta County Assessor's Office
(3) City of Redding Finance Division
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School
Enrollment (3)

13,942
13,201
13,491
12,942
12,999
13,734
14,224
14,640
14,266
14,928

Unemployment

Rates (2)

12.90
11.70
10.70
11.00
9.60
8.70
8.80
7.40
6.60
6.10



Fiscal Year

1991-1992
1992-1993
1993-1994
1994-1995
1995-1996
1996-1997
1997-1998
1998-1999
1999-2000
2000-2001

Property Value, Construction, and Bank Deposits

CITY OF REDDING

Last Ten Years

Commerical Residential
Construction (1) Construction (1) Bank (2) Property Value (3)
Number of ‘ ‘ Number of ‘ Deposits
Permits Value Permits Value (in Thousands) Net of Exemptions
68 15,624,234 651 67,439,233 845,009 2,718,730,293
36 10,662,048 834 75,681,536 891,374 2,985,077,112
36 10,305,947 622 67,286,882 957,193 3,237,415,551
37 16,416,571 438 48,135,407 919,550 3,396,250,270
41 18,651,672 445 41,389,865 989,752 3,532,913,750
38 23,088,365 348 43,713,864 1,215,695 3,624,085,948
44 15,102,753 299 38,160,866 1,227,618 3,745,977,100
39 18,173,791 412 53,853,459 1,237,740 3,869,055,992
48 16,881,795 436 66,752,009 1,367,764 3,995,611,068
60 30,887,531 493 76,887,447 * 4,171,918,500

Note: Assessed valuations include supplemental tax rolls.

Source: (1) City of Redding Development Services Department

(2) State Chartered Banks Information
(3) Shasta County Assessor's Office
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Residential and commerical construction reflect new building activity only.

* June 2001 information not available at this time.



Taxpayer

National Medical Enterprises Hospitals, Inc
Miller Properties LLC

McConnell Foundation

Shasta Enterprises

Wal-Mart

Vidovich, John T., et al.

WRI Golden State LLC

Red Lion Hotels, Inc

Kutras, Frances W.

Mercy Hospital of Redding, Inc

Total

CITY OF REDDING

Principal Property Taxpayers
June 30, 2001

Type of Business

Hospital
Commercial Development/Retail Sales
Commercial Development/Retail Sales
Development
Retail Sales
Rental Property
Realty Investors
Hotel

Commercial Development/Leasing/Ranching

Hospital

Source: City of Redding Development Services Department
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Percentage of

2000 Assessed Total Assessed
Valuation Valuation

$60,154,953 1.47%
21,958,559 0.54%
21,839,029 0.53%
14,754,921 0.36%
13,785,041 0.34%
12,893,909 0.31%
12,715,758 0.31%
12,574,712 0.31%
10,192,025 0.25%
9,536,082 0.23%
$190,404,989 4.65%




Date of Incorporation

Population

Number of Registered Voters
Area in square miles

Form of Governnment
Employees:

Full-time
Part-time

October 4, 1887

82,543

40,578

60.00

Council/Manager

755
223

City of Redding Facilities/Services

Miles of Streets
Number of street lights

Traffic signs:
Regulatory
Warning
Guide and services

Culture and Recreation:

Convention Center
Museums

Source: City of Redding

427

6,403

3,451

2,038
480

CITY OF REDDING

Miscellaneous Statistics

June 30,2001

Culture and Recreation (cont'd.):

Parks developed
Parks acreage (improved)
Parks acreage (unimproved)

Developed open space acres

Natural park acres

Swimming pools
Tennis courts
Trails (maintained miles)

Fire Protection:

Number of stations
Number of firefighters

Police Protection:

Number of stations
Number of police officers

Electric:

Number of Connections
Residential
Commercial and Other

Length of transmission lines
and distribution system

182

53
251.53
378
445.81
153.27

18

16.72

74

109

32750

6890

640 miles

Solid Waste Operations:
Residential
Commercial
City waste buried
City waste diverted
Tires to Trasfer Station

Storm Drainage System:
Residential
Commercial and Other
Length of system
Catch Basins

Water System:
Number of connections
Average daily consumption
Length of water mains
Water delivered acre ft

Wastewater System:
Number of connections
Length of sewer lines
Effluent treated

25,000
3,500
83137 tons
15262 tons
73000 vehiles

22,982
12,832
144
5,220

25,308
23.01 MGD
507 miles
25,776

33,449
375 miles
3.741 MG



Facilities/Services Not Included

in the Reporting Entity

Education:

Elementary schools
Classrooms
Teachers
Students

Junior high schools
Classrooms
Teachers
Students

High schools
Classrooms
Teachers
Students

Hospitals:
Number of hospitals
Number of patient beds

Library:
Number
Number of books

CITY OF REDDING

Miscellaneous Statistics
June 30,2001

22
362
380

7,575

66
73
1,308

255
290
6,045

511

1
127,679

Source: School Districts, Hospitals and the Library.

183





