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“We wish to form a colony of intelligent, industrious and
enterprising people, so that each oné’s industry will help promote

his neighbors interests as well as his own.”

With these lofty ideals, John Wesley North and Dr. James P. Greves
solicited settlers for the Colony of Southern California at Riverside
in 1870. For more than 100 years, Riverside Public Utilities has
respected this visionary plan by continuing to provide quality water
and electric services to the people of Riverside through innovative
technology and smart financial strategies so they may fulfill

the needs of today and dreams of tomorrow.
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Tomorrow’s Choice

Competitive readiness. Those two words probably reflect the pulse of the electric utility industry better than any
other at this critical juncture of deregulation. And with deregulation comes a new set of rules, methods and
strategies by which utilities across the nation will chart their futures.

During this transitional period, Riverside Public Utilities is taking strategic steps to ensure we remain your first
choice for water and electric services. Strategic plans in the areas of communication, rates, reliability, partnerships,
benchmarking, networking and value-added services will serve as Riverside Public Utilities’ bridge to a new
marketplace.

Numerous internal and external measures, including comprehensive organizational reviews, capital and
operating reductions, customer service enhancements and financial strategies, are being implemented to position
Riverside Public Utilities for competition. All of these efforts are being undertaken because your business is important to
us — not as just a means of self preservation, but for the consumer and community benefits generated by Riverside’s public
water and electric utilities. Lower rates, reliable service, direct public accountability, environmental awareness and
valuable city services have been and will continue to be the dividends Riverside Public Utilities returns to its
customer-owners.

At Riverside Public Utilities, we're preparing for the future. I firmly believe the strategies we're implementing

today will make Riverside Public Ustilities the choice of tomorrow.

%@M

Bill D. Carnahan
Public Utilities Director



Communicating Riverside Public
Utilities' competitive strategies to investor
services has played a vital role in
maintaining a solid financial profile.
Credit reports remain strong with
Moodys Investor Service rating water
bonds Aa and electric bonds Al, while
Standard & Poors Corporation rated
water bonds AA and electric bonds A+.

It is often said education is
the key to understanding. As
California approaches deregu-
lation of its electric utility
industry, Riverside Public
Utilities believes informing city officials, board members,
businesses and consumers about the structure, issues and
choices involved in direct access will serve as the
foundation for well-rounded plans and intelligent
decisions.

California Assembly Bill 1890, which became effective
Sept. 23, 1996, is the enabling legislation for a
restructured electric industry. Riverside Public Utilities
was instrumental in ensuring that legislation
implementing deregulation did not leave consumer-
owned utilities at a disadvantage. Riverside’s public
utilities director, along with several colleagues,
participated in various committees applying pressure to
the oversight group to address more than just the
concerns of the three large investor-owned utilities in
California.

Under deregulation, most market power will pass
through one entity called the Power Exchange (PX).
This exchange will work much like the stock market
where there will be offers from buyers and sellers to

consummate power transactions on an ongoing basis.

Power will be transmitted through transmission lines

operated by an entity called the Independent System
Operator (ISO). These two agencies will be operated
independently to ensure open and competitive power
supply and transmission markets.

As a result of these changes, future electric rates will
be “unbundled” and various service levels offered to
customers. Rates will be divided into major components,
such as generation, transmission, distribution, customer
charges and general fund transfer. Of these services,
customers will only have direct access to generation.
Essentially, customers will be able to choose the company

that generates their power, but the same utility that



Although Riverside’s
average electric rates are
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One 100-watt light bulb burning for 10 hours uses 1,000 watts or one kilowatt-hour (kWh) of electricity.

transmitted and distributed the power to the customer
will continue to provide these services.

Understanding and preparing for deregulation will be
the difference between success and failure in the new
market. Support of Riverside Public Utilities’ strategic
and financial plans by city officials and the community
is vital to Riverside’s ability to compete in the future. To
further this goal, Riverside Public Utilities has
conducted workshops with city officials, initiated
personal contacts and correspondence to business
customers, and educated residents through a variety of

communication avenues.
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In April 1996, the City Council approved an
overall 11.5 percent increase in water rates to
offset increased operating costs due to inflation
and secure an adequate debt service coverage
ratio on water bonds. Riversides water rates
still remain the lowest in the region by as
much as 120 percent.

|
|
|
|

Water Rates

in Riverside County |

$21.12 Residential Usage

$33.25 Residential Usage

Riverside Public Utilities/
Monthly Average

Other Regional Water
Providers/Monthly
Average

For Average Monthly Usage of 27 ccf

One ccf is equal to 748 gallons of water or 100 cubic feet (ccf) of water.

In a market-driven environment, rates are the
primary element in the purchasing equation. As
Riverside Public Utilities prepares to transition to a new
and evolving marketplace, we realize that competitive
rates will be the chief factor in a utility’s ability to attract
and retain customers. By today’s standards, Riverside’s
water and electric rates are very competitive. But what
about the future? In order to ensure its competitive
stance, Riverside Public Utilities is taking strategic steps
to maintain competitive rates.

During the past year, Riverside Public Utilities
commissioned studies on its organizational structure,
operations, service levels, stranded investments and rates.
This comprehensive review has allowed Riverside Public

Utilities to strategically look into the future, forecast and

develop realistic and competitive rate plans, create an
efficient and properly balanced organization, identify
areas of service excellence, and initiate measures to
enhance operations.

With rates as the first point of separation between
competitors, intense efforts are underway to achieve a 30
percent reduction in overall electric rates. Riverside Public
Utilities is employing the following measures to strategically
reduce its electric rates, power costs and debt:

B Implement financial strategies for the early
retirement or restructuring of generation debt
associated with “above market” resources.

B Continued reductions in the transfer of electric
revenue to the city’s general fund that mirror levels

more consistent with other municipal utilities.



The overall result of the state’s deregulation efforts is expected to be electric rates that are 30

percent lower than current rates within five to seven years. Riverside Public Utilities’ goal is

to reduce costs so its rates are competitive, across all classes, by 2004.

Free up existing cash reserves of $47 million to
reduce generation debt at San Onofre Nuclear
Generating Station.

Prepare for the implementation of a competitive
transition charge to customers who choose direct
access to power generation. Available to California
electric utilities allowing direct access, this fee will
cover the cost of investments made by the utility on
its customers’ behalf that were prudent under past
market conditions but are no longer economical in
a deregulated market.

Review all resource contracts and obligations for

competitiveness.




— Riverside Public Utilities water supply continues to meet

or exceed all state and federal drinking water standards.
In 1995-96, more than 8,000 water samples were
collected and tested against a stringent set of water
quality parameters.

Nearly 90,000 electric customers
and 60,000 water customers rely on
Riverside Public Utilities around the
clock to supply, transport and
distribute the electricity and water
needed to maintain their homes and
businesses.

In a deregulated environment,
buyers of energy will have more
choices and more risk. So the
question becomes, if a consumer
chooses another supplier for power
generation will that company be able
to follow through on its commitment? Will the company
be held responsible if it doesn’t deliver? Judging by past

scenarios in currently deregulated industries, probably not.

According to recent studies, Riverside Public
Utilities’ customers enjoy significantly higher service
reliability than customers of many private utilities. Water
and electric system reliability statistics that are near 100
percent for 1995-96 continue to demonstrate Riverside
Public Utilities’ high regard for performance. To further
enhance reliability, Riverside Public Utilities signed
several mutual aid assistance agreements during the
1995-96 fiscal year with other California utilities. The
agreements allow member agencies to lend or request
personnel, equipment and materials from each other to
provide assistance following major disasters, civil
disobedience or vandalism. In an emergency, member

agencies and their customers will benefit by accessing




Providing for future water and
electric needs served as the catalyst
for completion of the 30” Dufferin
Avenue water transmission line to

allow water transfers between two

reservoirs, and the completion of the
Vista-Freeman 69%kv electric
transmission line and fiber optic
cable that enbance power quality
and yield new communications

capabilities.

Construction of Vista-Freeman 69kv electric transmission line.

pre-established contacts and procedures, greatly reducing
the response time to obtain assistance, minimizing
disaster recovery expenses, and improving service
restoration.

As a nonprofit community-owned utility, Riverside
Public Urtilities has a vested interest in serving its
customer-owners well. Because Riverside Public Utilities
is locally owned and operated, customers experience
better service levels, notice a higher level of concern for

municipal services and neighborhood aesthetics, and

Dufferin Avenue water transmission line construction.

benefit from the accountability that stems from local

control.
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Employment, housing, retail sales, 4 (\
safety, community services and the i ,,
local economy are among the areas

impacted when a business opens,

expands or fails. As a consumer-

owned utility, Riverside Public

Utilities is an integral part of its

community with a stake in the

welfare of the citizens and businesses

of Riverside.

Taking a light reading during a free energy efficiency
plant survey of Bourns Inc. is Vince Trepepi, an energy
services specialist/key account representative with
Riverside Public Utilities. Accompanying him is
Colonel Miller, facilities services supervisor at Bourns’

headquarters in Riverside.

unit, the rate is based upon the marginal cost of power at
the level that would be deferred by self-generation.
Among its other partnership efforts with the business
community, Riverside Public Utilities offers free energy
and water surveys of business facilities to identify
potential efficiency measures and monetary savings; a
thermal energy storage rebate program for time-of-use
customers who elect to reduce operating and capital costs
through off-peak cooling; and the elimination of up-
front charges for the addition of major electric lines to
new and existing commercial and industrial customers,

representing an average savings of $15,000 in start-up costs.
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Although Riversides reliability statistics for electric

service are well above utility averages, an analysis of

power outages uncovered the ability to further reduce

interruptions \c\ increasing tree trimming.
A task force, formed as an outgrowth of
a benchmarking project, determined

it would be more cost-effective

to outsource tree N\.\t:w:.:%ﬂ

decreased by 33 percent and operating costs were cut by
$1.3 million. However, service levels have not been
reduced, but actually improved in many areas.

Customer service benchmarks have shown significant
improvement over prior years. Recent statistics indicate
Riverside’s customer service division is now performing
well above national averages. For example, the average
response time to answer incoming calls has decreased to
half the time of utility-wide averages. A dedicated
telephone line and special procedures for business
customers have also been established. And enhancements
in  technology, documentation, communication,
employee training and staffing have assisted in providing
faster and more complete information over the telephone

and in person to Riverside Public Utilities customers.
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reached an agreement with the city of Banning to
provide system maintenance for Banning’s five electrical
substations, and executed a contract with Bear Valley
Electric Service to provide training services in electric
meter testing, calibration, installation and maintenance
for new employees. These revenue-generating agreements
set a precedent for Riverside Public Utilities becoming a
recognized service provider to other utilities.

But the most significant networking opportunities
are occurring in the power generation marketplace in
response to the state’s deregulation efforts. A sharp
transition from conservative, long-term approaches to
providing electricity is transpiring into more dynamic,
short-term agreements that offer greater savings. As a
result, Riverside Public Utilities is constantly exploring
new avenues for power generation and transmission, and
forging new relationships within the industry to ensure

competitive rates and quality service.

Valued for its professional staff and training facilities,
Riverside Public Utilities’ Electric Meter Technician
Apprentice Program is highly regarded within the

industry. Riverside is also one of the few water utilities
in the region to operate a state-certified apprenticeship
program for waterworks pipefitters.
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Through its membership in local, state and national
associations, Riverside Public Utilities will seek out
opportunities to participate in alliances among
consumer-owned utilities for the benefit of its
customers, broadening available resources and

potential savings.

Avenue by undergrounding electric lines. More value-
added services are being considered to offer customers
payment, metering, energy efficiency, customer service
and fiber optic communication options.

At Riverside Public Utilities, our mission is to
contribute to the city while offering reliable water and
electric services at competitive rates. Revenue received by
Riverside Public Utilities stays in the community and
supports vital city services, such as police, fire, library and
youth programs, to a much greater degree than the funds
cities receive from investor-owned utilities. By making
Riverside Public Utilities your choice for real benefits and
savings, you'll be choosing the best value for your home,

business and community now and into the future.

Riverside Public Utilities converted one and a half miles
of overhead electric lines to underground electric lines

along Riverside's scenic Victoria Avenue, complimenting
neighborhood aesthetics while enhancing electric service.
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STRATEGIES AND CHOICE

In the changing power industry in California, strategies and choice represent major areas of emphasis as utilities prepare
for competition. Riverside Public Urtilities started positioning itself for deregulation a number of years ago by reviewing
operations and implementing efficiencies wherever possible. Comparative studies show that Riverside’s service levels are
above those provided by other local and national utilities, which may prove to be a decisive factor when customer choice

—ur,ﬁc_jh.m an Cﬁmmo:.

Competitive strategies have been developed for Riverside Public Utilities, as a participant in jointly-owned generation
and transmission projects and as a separate entity. Both the Board of Public Utilities and City Council heard and endorsed
the Competitive Financial Strategy formulated to enable the electric utility to offer competitive rates in the deregulated
environment. Implementation of the multi-year strategy is underway. Stranded investment has been calculated, debt reduc-
tion programs have been put in place for many projects, operating cost reductions have been implemented, capital spending
has been reduced, and short-term low cost power contracts have been executed. Especially important is the City Council’s
record of decreasing the percentage of electric utility funds transferred to the general fund and their continuing commit-

ment for annual decreases over the next several years.

Industrial customers are important to the vitality of both the region and the utility. Independent power agreements
between the utility and several of our largest customers have been signed, and contract negotiations are underway with
other key customer accounts. Riverside Public Utilities’ low water rates are emphasized with all customers as an added value
of Riverside’s consumer-owned utilities, as customers of neighboring water agencies continue to pay up to twice as much

for the same amount of water.

At Riverside Public Utilities, we’re confident that the strategies we’re implementing today, along with the benefits gen-
erated by local ownership of Riverside’s electric and water utilities, will position Riverside Public Utilities as the provider of

choice now and in the future.

Electric General Fund Transfer Woater General Fund Transfer

(IN MILLIONS) (IN MILLIONS)

92 92
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WATER STATISTICS

AVERAGE NUMBER OF CUSTOMERS

92 57,954
93 ¥ BT 58,145
0| s e A PR s R e R 58.()52
05 R S e e TSR 5} | 62
O, P e o e e R e (3. 2()
TOTAL OPERATING REVENUE

(IN MILLIONS)

92 $17.0
93 $18.3
0. P R S B N A $18.3
05 R R ST e [ T e e $18.6
¢, R R S P T s R SRt < | |
PRODUCTION

(IN ACRE FEET)

92 65,026
93 3 65,622
O, T R T P e T e R DR 68,817
05 DR Ees S e A U S i O R 67,787

O, R e R e e S e |00

PEAK DAY DEMAND

(IN MILLION GALLONS)

92
93

86.1
93.7

04 R S s e e, 01,9
05, ERERE T R AR R ()5 |

O E s S NP e e B

93.7

1995-96
WATER DOLLAR
& RESOURCES

SOURCE OF REVENUE

B Residential Sales (60¢)

B Commercial & Industrial Sales (26¢)

B Other Revenue (6¢)

B Interest Ir
Other Sales (2¢)

DISTRIBUTION OF REVENUE

13

Operation & Maintenance (62¢)
Debt Service (20¢)

Transfer to City General Fund (9¢)**
Additions & Replacements

to the System (6¢)

Water Supply (2¢)

Additional Reserves (1¢)

WATER RESOURCES

B San Bernardino Basin Wells (79.7%)
B Riverside Basin Wells (19.9%)
Purchased Water was 0.4%
for 1995-96

**Based on transfer of 11.5 percent Q“\wna\ year
1994-95 operating revenues (excludes interest
and other non-operating income).

Water Statistics
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WATER STATISTICS]

WATER SUPPLY (ACRE FEET) 1995/96 1994/95 1993/94 1992/93 1991/92
Pumping 71,316 67,636 68,779 65,018 64,836
Purchases 285 151 38 604 190
Total 71,601 67,787 68,817 65,622 65,026
% Pumped 99.6% 99.8% 99.9% 99.1% 99.7%
System peak day (gals) 93,699,000 95,400,000 94,868,000 93,655,000 86,075,000
WATER USE 1995/96 1994/95 1993/94 1992/93 1991/92
Average number of customers
Residential 53,351 53,473 53,328 53,463 53,254
Commercial/industrial 4,138 4,118 4,115 4,098 4,093
Other 631 591 609 584 607
Total 58,120 58,182 58,052 58,145 57,954
CCEF sales
Residential 17,848,356 16,113,649 15,858,173 16,320,462 15,492,812
Commercial/industrial 9,176,633 8,529,614 8,009,188 8,228,209 7,998,728
Other 1,369,939 1,221,898 1,822,448 1,560,370 1,661,637
Total 28,394,928 25,865,161 25,689,809 26,109,041 25,153,177
WATER FACTS 1995/96 1994/95 1993/94 1992/93 1991/92
Average annual CCF per residential customer 335 301 297 305 291
Average price (cents/ CCF) per residential customer 79.5 75.5 757 72.4 68.7
Debt as a percent of net plant 35.3% 37.3% 37.0% 38.2% 41.5%
Employees 137 137 137 137 137

Water Statistics
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[BALANCE SHEETS |

CAPITALIZATION AND LIABILITIES
Equity:
Retained earnings:
Reserved
Unreserved

Total retained earnings
Contributed capital

Total equity

Long-term obligations, less current portion

Total capitalization

Orther non-current liabilities:
Decommissioning liability
¢
Rate stabilization account, less current portion

Total non-current liabilities

Current liabilities payable from restricted assets:
Accrued interest payable
Current portion of long-term obligations

Total current liabilities payable from restricted assets

Current liabilities:
Accounts payable
Accrued liabilities
Rate stabilization account
Current portion of long-term obligations
Customer deposits

Total current liabilities

Commitments and contingencies
Total capitalization and liabilities

The notes to the financial statements are an integral part of this statement.

June 30 June 30
1996 1995
(In Thousands)

$ 23,407 $ 23,237
35,599 34,502
59,006 57,739
40,416 39,206
99,422 96,945
177,212 183,147
276,634 280,092
17,058 14,622
33,410 27,410
50,468 42,032
2,495 2,569
6,190 5,865
8,685 8,434
7,105 5,837
4,261 4,303
11,000 17,000
35 33
2122 2,191
24,523 29,364
$360,310 $359,922

Electric Utility
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- [STATEMENTS OF CASH FLOWS :

For the Fiscal Years Ended June 30

1996 1995
CASH FLOWS FROM OPERATING ACTIVITIES: (In Thousands)
Cash received from customers and users $161,618 $159,927
. Cash paid to suppliers and employees (128,587) (126,423)
Other non-operating revenue 1,671 626
. Net cash provided by operating activities 34,702 34,130
’ R CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES:
Contribution to general fund (16,335) (16,311)
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
Proceeds from the sale of revenue bonds 0 4,041
Purchase of utility plant (18,464) (15,900)
Purchase of nuclear fuel (1,143) (1,075)
Proceeds from the sale of utility plant 259 110
Principal paid on long-term obligations (5,896) (5,660)
Interest paid on long-term obligations (10,386) (10,643)
Bond issuance costs 0 (118)
Contributed capital 899 ,145
Net cash used by capital and related financing activities (34,731) (28,100)
CASH FLOWS FROM INVESTING ACTIVITIES:
Note receivable to Riverside Redevelopment Agency (17,049) 0
- (Purchase) maturity of investment securities (2,353) 3,680
Income from investments 6,094 6,335
Net cash (used) provided by investing activities (13,308) 10,015
Net (decrease) in cash and cash equivalents (29,672) (266)
CASH AND CASH EQUIVALENTS, JuLY | 104,283 104,549
CASH AND CASH EQUIVALENTS, JUNE 30 $ 74611 $104,283

RECONCILIATION OF OPERATING INCOME
TO NET CASH PROVIDED BY OPERATING ACTIVITIES:

Operating income $ 20,775 $ 12,521
Adjustments to reconcile operating income to net cash
provided by operating activities:

Other non-operating revenue 1,671 626

= Depreciation and amortization expense 10,626 11,733

. Amortization (burn) of nuclear fuel 1,249 1,287

: Provision for uncollectible accounts receivable (477) (48)
§ (Increase) decrease in accounts receivable (2,658) 3,905

(Increase) decrease in prepaid expenses (30) 2,903

i Increase in nuclear materials inventory (47) (442)
Increase (decrease) in accounts payable 1,268 (1,078)

Increase (decrease) in accrued liabilities (42) 393

Increase (decrease) in customer deposits (69) 172

Increase in decommissioning liability 2,436 2,158

Net cash provided by operating activities $ 34,702 $ 34,130

SCHEDULE OF NON-CASH INVESTING, CAPITAL AND FINANCING ACTIVITIES:
. Contributions in aid of construction $ 311 $ 223

The notes to the financial statements are an integral part of this statement.

g Electric Utility I
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_ NOTES TO THE FINANCIAL STATEMENTS

a cost estimate completed by SCE and approved by the
California Public Utilities Commission, the Electric Utility
plans to set aside approximately $1.5 million per year to fund
this obligation. Decommissioning is expected to commence

around the year 2015.

RATE STABILIZATION ACCOUNT

The Electric Utility’s rules and regulations provide for a rate
stabilization account (RSA) that is used to offset changes in the
cost of providing power. Wholesale rate refunds and over or
under collections of revenues resulting from the difference
between the Electric Utility’s actual costs of supplying electric
power and energy and the amount billed to customers through
existing rates are recorded in the RSA. Use of amounts set aside
in the RSA requires specific approval of the Board of Public
Utilities and City Council. The Electric Utility’s fiscal year
1996-97 budget includes the recognition of revenues in the
amount of $11,000,000 from the RSA to be used to offset fiscal
year 1996-97 rate increases.

There were no refunds or charges to the rate stabilization

account during fiscal years 1996 and 1995.

CUSTOMER DEPOSITS

The City holds customer deposits as security for the pay-
ment of utility bills. The Electric Utility’s portion of these
deposits as of June 30, 1996 and 1995, was $2,122,000 and
$2,191,000, respectively.

REVENUE RECOGNITION

The Electric Utility uses the accrual basis of accounting.
Revenues are recognized when earned and expenses are recog-
nized when incurred. Electric Utility customers are billed
monthly. Unbilled electric service charges are recorded at year-
end and are included in accounts receivable. Unbilled accounts
receivable totaled $7,341,000 at June 30, 1996, and $6,699,000
at June 30, 1995.

An allowance for doubtful accounts is maintained for utility
and miscellaneous accounts receivable. The balance in this
account is adjusted at fiscal year-end to approximate the
amount anticipated to be uncollectible. The balance in the
allowance account was $959,000 at June 30, 1996, and
$1,436,000 at June 30, 1995.

COMPENSATED ABSENCES

The accompanying financial statements include accruals for
salaries, fringe benefits and compensated absences due employees
at June 30, 1996. The Electric Utility treats compensated
absences due employees as a current liability. The amount
accrued for compensated absences was $4,197,000 at June 30,
1996, and $4,234,000 at June 30, 1995.

Employees receive 10 to 25 vacation days a year based upon
length of service. A maximum of two years vacation can be accu-

mulated and unused vacation is paid in cash upon separation.

Employees primarily receive one day of sick leave for each
month of employment with unlimited accumulation. Upon
retirement or death only, a percentage of unused sick leave is
paid to certain employees or their estates in a lump sum based

on longevity.

SELF-INSURANCE PROGRAM

The Electric Utility participates in a self-insurance pro-
gram for workers’ compensation and general liability coverage
that is administered by the City. The Electric Utility pays an
amount to the City representing an estimate of amounts to be
paid for reported claims incurred and incurred but unreported
claims based upon past experience, modified for current
trends and information.

Although the ultimate amount of losses incurred through
June 30, 1996, is dependent upon future developments, man-
agement believes that amounts paid are sufficient to cover
such losses.

DEFERRED COMPENSATION AND EMPLOYEE
RETIREMENT PLANS
Deferred Compensation Plan

The City offers its employees a deferred compensation plan
created in accordance with the Internal Revenue Code, Section
457. The plan, available to all City employees, permits deferral
of a portion of an employee’s salary until future years. The
deferred compensation is not available to employees until termi-
nation, retirement, death, or an unforeseeable emergency.

As a result of changes under the Small Business Job
Protection Act of 1996, all amounts of compensation deferred
under the plan, all property and rights purchased with those
amounts, and all income attributable to those amounts must be
held in a trust, custodial account or annuity contract for the
exclusive benefit of the employee and their beneficiaries. The
new law effectively repeals the requirement that a Section 457
plan sponsored by a governmental entity be solely the property
of the employer, subject only to the claims of the employer’s
general creditors. These changes in the law generally apply to
tax years beginning after December 31, 1996. If there was a
plan in existence on the date of enactment of the new law
(August 20, 1996), a trust need not be established before
January 1, 1999.

It is the opinion of the City’s legal counsel that the City has
no liability for losses under the plan but does have the duty of

due care that would be required of an ordinary prudent investor.

Electric Utility
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[ NOTES TO THE FINANCIAL STATEMENTS

CREDIT RISK, CARRYING AMOUNT AND MARKET VALUE OF DEPOSITS AND INVESTMENTS

Cash and non-negotiable certificates of deposit are classified in three categories of credit risk as follows: Category 1 — insured or collarer-
alized with securities held by the City or its agent in the City’s name; Category 2 — collateralized with securities held by the pledging finan-
cial institution’s trust department or agent in the City’s name; Category 3 — uncollateralized.

Investments are also classified in three categories of credit risk as follows: Category 1 — insured or registered, or securities held by the
City or its agent in the City’s name; Category 2 — uninsured and unregistered, with securities held by the counterparty’s trust department
or agent in the City’s name; Category 3 — uninsured and unregistered, with securities held by the counterparty’s trust department or agent
but not in the City’s name. Investments in pools managed by other governments or in mutual funds are not required to be categorized.

The Electric Utility’s share of the City’s investments at June 30, 1996, represents approximately 25 percent or $95,399,000 of the
City’s total cash and investments. The City’s pooled investments (including all funds and component units) by credit risk, carrying amount

and contractual/markert value consisted of the following at June 30, 1996 (in thousands):

CATEGORY ——————— CARRYING CONTRACTUAL/
DESCRIPTION 1 2 3 AMOUNT MARKET VALUE
Commercial paper $ 0 $14,493 $ 0 $ 14,493 $ 14,493
U.S. Treasury notes 4,986 0 0 4,986 4,982
U.S. federal agency obligations:
Federal National Mortgage Association 19,898 0 0 19,898 19,579
Federal Home Loan Bank 41,976 0 0 41,976 40,100
Federal Home Loan Mortgage Corporation 14,929 0 0 14,929 14,824
Negotiable certificates of deposit 30,000 0 0 30,000 28,116
Medium-term notes 50,760 0 0 50,760 49,017
Taxable municipal bonds 4,305 0 0 4,305 4,511
Investments at fiscal agent:
Federal National Mortgage Association 29,870 0 0 29,870 29,783
Federal Home Loan Bank 19,302 0 0 19,302 19,221
Federal Farm Credit Bank 7,953 0 0 7:953 7,980
U.S. Treasury bills 1,123 0 0 1,123 1,128
U.S. Treasury notes 2,299 0 0 2,299 2,308
$227,401 $14,493 $ 0 241,894 236,042
State of California Local Agency Investment Fund® 60,000 60,000
[nvestments at fiscal agent:"
Money market funds 7,992 7:992
Investment agreements 4,795 4,795
Cash 114 114
Amounts invested in deferred compensation plans®” 64,829 64,829
Total investments $379,624 $373,772

Not subject to categorization

As a result of extensive cash flow analysis, a significant percentage of the portfolio is held in short-term liquid funds with the balance
invested in a well diversified asset mix with various maturities. During the fiscal year, the City’s portfolio held a limited amount of variable
rate securities including floating rate, inverse floating rate and structured notes as a mechanism to protect the portfolio’s overall market
value. The majority of the City’s investment instruments are highly rated federal agency or corporate securities with minimal credit risk.
Although variable rate securities may have market fluctuations that are greater than non-variable instruments, the portfolio is highly liquid and
well diversified and as a result the City has the ability and intent to hold all securities to maturity to recoup the initial principal investment.

Monies invested in derivatives through the state investment pool are immaterial.

NOTE 3
NOTE RECEIVABLE
On June 18, 1996, $17,000,000 from the Electric Utility Rate Stabilization Cash Account was loaned to the Riverside Redevelopment
Agency to fund the construction of the U.S. Bankruptcy Court building. The note bears interest at the current citywide investment pool
interest rate plus 50 basis points (.50%) and is due and payable in its entirety no later than June 30, 1997. The amount receivable under
this note, including accrued interest, is $17,049,000 at June 30, 1996.

Electric Utility
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_ NOTES TO THE FINANCIAL STATEMENTS

NOTE 6
LITIGATION

The Electric Utility is a defendant in various lawsuits arising
in the normal course of business. Management, based in part on
the opinion of outside legal counsel, does not believe that the ulti-
mate resolution of these matters will have a material effect on the

financial position or results of operations of the Electric Utility.

NOTE 7
JOINTLY-GOVERNED
ORGANIZATIONS

On November 1, 1980, the City of Riverside joined with
the Imperial Irrigation District and the cities of Los Angeles,
Anaheim, Vernon, Azusa, Banning, Colton, Burbank, Glendale
and Pasadena to create the Southern California Public Power
Authority (SCPPA) by a Joint Powers Agreement under the
laws of the state of California. The primary purpose of SCPPA
is to plan, finance, develop, acquire, construct, operate and
maintain projects for the generation and transmission of electric
energy for sale to its participants. SCPPA is governed by a
Board of Directors, which consists of one representative for each
of the members. During the 1995-96 and 1994-95 fiscal years,
the Electric Utility paid approximately $17,346,000 and
$18,342,000, respectively, to SCPPA under various take-or-pay
contracts that are described in greater detail in Note 9. These
payments are reflected as a component of purchased power in
the financial statements.

On July 1, 1990, the City of Riverside joined with the cities
of Azusa, Banning and Colton to create the Power Agency of
California (PAC) by a Joint Powers Agreement under the laws
of the state of California. The primary purpose of PAC is to
take advantage of synergies and economies of scale as a result of
the four cities acting in concert. PAC has the ability to plan,
finance, develop, acquire, construct, operate and maintain pro-
jects for the generation and transmission of electric energy for
sale to its participants. PAC is governed by a Board of Directors,
which consists of one representative for each of the members.
The term of the Joint Powers Agreement is 50 years. During the
fiscal years ended 1995-96 and 1994-95, the Electric Urtility
paid approximately $10,000 and $16,000, respectively, to PAC
for administrative expenses and advanced $4,300 for operating
capital.

On July 1, 1993, the City of Riverside joined with the cities
of Anaheim, Colton, Compton, Healdsburg, Los Angeles, Palo
Alto, Pasadena, Redding, Santa Cruz; the North Marin Water
District; the Northern California Power Agency (NCPA); the
Sacramento Municipal Utility District; and Turlock Irrigation
District to create the Financing Authority for Resource
Efficiency of California (FARECal). The primary purpose of

FARECal is to issue bonds and use the proceeds to promote,

advance, encourage and participate in conservation, reclamation
and other programs that are designed to utilize energy or water
resources more efficiently. FARECal is administered by a Board
of Directors comprised of one representative from each Charter
Member (the cities of Anaheim, Los Angeles, Palo Alto and
Riverside and the North Marin Water District) and three
voting-based directors, which currently are representatives from
Trinity Public Utilities District and Colton. One board position

is vacant.

NOTE 8
JOINTLY-OWNED UTILITY PROJECT

Pursuant to a settlement agreement with SCE, dated August
4, 1972, the City was granted the right to acquire a 1.79 percent
ownership interest in San Onofre Nuclear Generating Station
(SONGS), Units 2 and 3. In the settlement agreement, SCE
agreed to provide the necessary transmission service to deliver
the output of SONGS to Riverside. SCE and the City entered
into the SONGS Participation Agreement that sets forth the
terms and conditions under which the City, through the Electric
Utility, participates in the ownership and output of SONGS.
Other participants in this project include SCE, 75.05 percent;
San Diego Gas & Electric Company, 20.00 percent; and the
City of Anaheim, 3.16 percent. Maintenance and operation of
SONGS remain the responsibility of SCE, as operating agent for
the City.

There are no separate financial statements for the jointly-
owned utility plant since each participant’s interests in the utili-
ty plant and operating expenses are included in their respective
financial statements. The Electric Utility’s 1.79 percent share of
the capitalized construction costs for SONGS toraled
$124,079,000 and $122,866,000 for fiscal years ended 1995-96
and 1994-95, respectively. The accumulated depreciation
amounted to $51,798,000 and $47,178,000 for the fiscal years
ended June 30, 1996 and 1995, respectively. The Electric
Utility made provisions during fiscal years 1995-96 and 1994-
95 for nuclear fuel burn of $1,249,000 and $1,287,000, respec-
tively, and for future decommissioning costs of $1,581,000 and
$1,460,000 for 1995-96 and 1994-95 fiscal years, respectively
(See Note 1). The Electric Utility’s portion of current and long-
term debr associated with SONGS is included in the accompa-
nying financial statements.

As a participant in SONGS, the Electric Utility could be
subject to assessment of retrospective insurance premiums in the
event of a nuclear incident at San Onofre or any other licensed

reactor in the United States.

Electric Utility
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. _ NOTES TO THE FINANCIAL STATEMENTS
POWER SALES AGREEMENTS INDEPENDENT AUDITOR’S REPORT
Minimum Obligations 1996-97 (In Thousands)
To the Honorable City Council and Board of Public Utilities
SUPPLIER CAPACITY ENERGY ToTAL { o
City of Riverside, California
; Deseret $ 9,360 $1,100 $10,460
. SCE 5,034 2,000 7,034 We have audited the accompanying balance sheets of the
, CDWRII 700 450 1,150 City of Riverside Electric Utility as of June 30, 1996 and 1995,
3 CDWRIII 103 223 326 and the related statements of operations and retained earnings
. CDWR IV 135 292 427 and cash flows for the years then ended. These financial state-
CDWR V 200 VAR 200 ments are the responsibility of the Electric Utility’s manage-
BPA (two agreements) 979 0 979 ment. Our responsibility is to express an opinion on these finan-
WWP 442 1,036 1,478 cial statements based on our audits.
Toial $16,953 $5.101 $22.054 We conducted our audits in accordance with generally

accepted auditing standards. Those standards require that we
The agreement with Deseret is for five megawatts from plan and perform the audit to obtain reasonable assurance
3 s s gawarts

: - d D /ne = > fi : ...r state - S 2 re D f ate
January 1, 1992, through December 31, 1994, then increasing 1bout whether the financial statements are free of material

< 2 i alc = . d i i G S €X ini 4 d S as i
to 52 megawatts through December 31, 2009. misstatement. An audit includes examining, on a test basis,

The agreement with SCE is for the purchase of firm capacity evidence supporting the amounts and disclosures in the finan-

and associated energy for a period of eight years ending cial statements. An audit also includes assessing the accounting

principles used and significant estimates made by manage-

. December 31, 1998. The firm capacity from SCE is for 150
megawatts in the summer, ment, as well as evaluating the overall financial statement pre-
There are four separate agreements with CDWR. CDWR II sentation. We believe that our audits provide a reasonable
o basis for our opinion.

is for the purchase of 20 megawatts of firm capacity and associat-
ed energy during the months of May through October of each In our opinion, the financial statements referred to above

present fairly, in all material respects, the financial position of
the City of Riverside Electric Utility as of June 30, 1996 and

1995, and the results of its operations and its cash flows for the

year beginning May 1, 1992. This agreement with CDWR is an
“evergreen” contract that may be terminated upon three years
notice by either party. CDWR III is for the purchase of 23
megawatts from May through October of each year beginning years then ended in conformity with generally accepted

June 1, 1996, for 15 years. CDWRV is for the purchase of 30 accounting principles.
megawatts of capacity and associated energy from May through % \
June beginning June 1, 1996, for 15 years. CDWRV is for the \\ﬂ\\s& B\&ﬁ* § NN.
purchase of 50 megawatts of capacity and associated energy from
June through September beginning July 16, 1996, for three October 25, 1996
years.
The first agreement with BPA is for the purchase of firm
capacity (23 megawatts in the summer months and 16
. megawatts in the winter months) and associated energy begin-
ning February 1, 1991, for a period of 20 years. The 1996 BPA
agreement is for the purchase of capacity (50 megawatts during
the summer months and 13 megawatts during the winter
months) and associated energy beginning April 30, 1996, for 20
years.
The agreement with WWP is for the purchase of 25
megawatts of firm capacity and associated energy during the
months of May through October of each year beginning May 1,
1995, for 10 years.

5 Electric Utility 19
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[ BALANCE SHEETS |

CAPITALIZATION AND LIABILITIES

Equity:
Retained earnings:
Reserved
Unreserved

Total retained earnings
Contributed capital

Total equity

Long-term obligations, less current portion

Total capitalization

Current liabilities payable from restricted assets:
Accrued interest payable

Current portion of long-term obligations
Total current liabilities payable from restricted assets
Current liabilities:
Accounts payable
Accrued liabilities

Current portion of long-term obligations
Customer deposits

Tortal current liabilities
Commitments and contingencies
Total capitalization and liabilities

The notes to the financial statements are an integral part of this statement.

June 30 June 30
1996 1995
(In Thousands)

$ 6914 $ 6854
14,938 15,967
21,852 22,821
99,603 97,564
121,455 120,385
52,150 53,354
173,605 173,739
626 652
2,015 1,900
2,641 2952
276 958
1,842 1,805
161 161
289 299
2,568 3,223
$178,814 $179,514

Water Utility

21




® A31]113 ) 4918 AA rere

JuIuIvIs ,,..:\g,\.b ts\\t‘&“r:{ UD AV SJUIUIIVIS \:.\,::\Nt\xx\u 01 sa10u 24 |

178°TT$ S8°'1T$ 0€ INNI ‘SONINYVI QaNIVLIYy
805°ST 1T8TT | AIN[ ‘SONINYVI QaNIVLIY
(£89'0) (696) $SO[ 12N] 3
(zo1'”) (1o1'”) puny [erousd 01 uonNqIIUOY)
+1NO Y34SNVYL ONILVHIdO
(s89) ZEI'l I9jsuen wcﬁm_umo 210§2q ($SO[) wodU|
A (16€) (997°1) (sasuadxa) sonuasar Gunerado-uou [eo],
pSL| 86 PPRO
(s1) V4 auerd Lrpnn jo Juswamal uo (ssof) urer)
- (8€L'€) (2999 asuadxa 1s2101U]
809°I EVEl 2UWOOUT 1S2191U]
"Awwammev SINNIAIY DNILVYIJdO-NON
(re1) 86€C (ssop) awoour Funerad(
8£8'8l 6,681 sasuadxa Sunerado [ero .
(473 0€8'¢ uonezniowe pue uonenards(]
08t 0S¥ I31EM PaseyoIn |
0€9C L0LT A312U0 paseydim
979C LLITC OUBUIUTEIA]
09¢€'6 S18%6 suonerad( ” R
:SISN3dX3 ONILVHILO ¢ ;
- ¥¥9'81 ZLENT sanuaaar unerado 1o,
. 96€ 1443 anuaaaz unerado heliilg)
A 44 8§ $aes IyI0)
SE9°S L6T9 SI[ES [EIAWUIO))
9171$ 88171$ S3[ES [ENUIPISAY
(Spuvsnoy | uy) :SINN3IA3Y ON
<661 9661 IO

0€ h&ﬁ\,\&\\i@ .wab\ﬁ NE&HN,.& Nn\u L0

. SONINYVI dINIVLIY ANV SNOILVYIdO 40 m._.Zme_._,<E

Acdkels 1 ke i) M-3Rk VN

SN e H @ AT ED




Gl O REIVIER S I D E
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fw._,>._.m3m2._.w OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from customers and users
Cash paid to suppliers and employees
Other non-operating revenue

Net cash provided by operating activities

CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES:
General fund contribution

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
Purchase of utility plant
Proceeds from the sale of utility plant
Proceeds from the sale of revenue bonds
Principal paid on long-term obligations
Interest paid on long-term obligations
Bond issuance costs
Contributed capital

Net cash used by capital and related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Maturities of investment securities
Income from investments

Net cash provided by investing activities

Net increase (decrease) in cash and cash equivalents

CASH AND CASH EQUIVALENTS, JuLY |

CASH AND CASH EQUIVALENTS, JUNE 30

RECONCILIATION OF OPERATING INCOME (LOSS)
TO NET CASH PROVIDED BY OPERATING ACTIVITIES:

Operating income (loss)
Adjustments to reconcile operating income (loss) to net cash
provided by operating activities:
Other non-operating revenue
Depreciation and amortization expense
Provision for uncollectible accounts receivable
Increase (decrease) in accounts receivable
Increase (decrease) in accounts payable
Increase in accrued liabilities
Increase (decrease) in customer deposits

Net cash provided by operating activities

SCHEDULE OF NON-CASH INVESTING, CAPITAL AND FINANCING ACTIVITIES:
Contributions in aid of construction

The notes to the financial statements are an integral part of this statement.

For the Fiscal Years Ended June 30

1996

$20,412
(15,794)
982

5,600

(2,101)

(8,202)

104

0
(1,930)
(2,779)

0

1,134

(11,673)

4,461
15377

5,838
(2,336)

19,636
$17,300

$ 2,398

982
3,830
(62)
(893)
(682)
37
(10)

$ 5,600

$ 905

(In Thousands)

1995

$18,802
(14,547)
1,754

6,009

(2,102)

(11,845)
60
4,644
(1,847)
(2,883)
(136)
888

(11,119)

6,010
1,672

7,682
470

19,166

$19,636

$ (194

1,754

3,742
(52)
186
434
15
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WATER UTILITY]

_ NOTES TO THE FINANCIAL STATEMENTS

COMPENSATED ABSENCES

The accompanying financial statements include accruals for
salaries, fringe benefits and compensated absences due employees
at June 30, 1996. The Water Utility treats compensated absences
due employees as a current liability. The amount accrued for
compensated absences was $1,814,000 at June 30, 1996, and
$1,776,000 at June 30, 1995.

Employees receive 10 to 25 vacation days a year based upon
length of service. A maximum of two years vacation can be accu-
mulated and unused vacation is paid in cash upon separation.

Employees primarily receive one day of sick leave for each
month of employment with unlimited accumulation. Upon
retirement or death only, a percentage of unused sick leave is
paid to certain employees or their estates in a lump sum based

on longevity.

SELF-INSURANCE PROGRAM

The Water Utility participates in a self-insurance program for
workers’ compensation and general liability coverage that is
administered by the City. The Water Utility pays an amount to
the City representing an estimate of amounts to be paid for report-
ed claims incurred and incurred but unreported claims based upon
past experience, modified for current trends and information.

Although the ultimate amount of losses incurred through June
30, 1996, is dependent upon future developments, management

believes that amounts paid are sufficient to cover such losses.

DEFERRED COMPENSATION AND
EMPLOYEE RETIREMENT PLANS
Deferred Compensation Plan

The City offers its employees a deferred compensation plan
created in accordance with the Internal Revenue Code, Section
457. The plan, available to all City employees, permits deferral
of a portion of an employee’s salary until future years. The
deferred compensation is not available to employees until termi-
nation, retirement, death, or an unforeseeable emergency.

As a result of changes under the Small Business Job
Protection Act of 1996, all amounts of compensation deferred
under the plan, all property and rights purchased with those
amounts, and all income attributable to those amounts must be

held in trust, custodial account or annuity contract for the

exclusive benefit of the employee participants and their benefi-

ciaries. The new law effectively repeals the requirement that a
Section 457 plan sponsored by a governmental entity be solely
the property of the employer, subject only to the claims of the
employer’s general creditors. These changes in the law generally
apply to tax years beginning after December 31, 1996. If there
was a plan in existence on the date of enactment of the new law
(August 20, 1996), a trust need not be established before
January 1, 1999.

It is the opinion of the City’s legal counsel that the City has
no liability for losses under the plan but does have the duty of

due care that would be required of an ordinary prudent investor.

Employee Retirement Plan

The City contributes to the California Public Employees
Retirement System (PERS), an agent multiple-employer pub-
lic employee retirement system that acts as a common invest-
ment and administrative agency for participating public enti-
ties within the state of California.

All permanent full-time and selected part-time employees
are eligible for participation in PERS. Benefits vest after five
years of service and are determined by a formula that considers
the employee’s age, years of service and salary. Employees may
retire at age 55 and receive 2 percent of their highest average
annual salary for each year of service completed. PERS also
provides death and disability benefits. These benefit provisions
and all other requirements are established by state statute and
City ordinance.

Employee contributions are 7 percent, while the Water
Utility is required to contribute the remaining amounts nec-
essary to fund the benefits for its members using the actuari-
al basis recommended by the PERS actuaries and actuarial
consultants and adopted by the PERS Board of Admini-
stration. The Water Utility pays both the employee and
employer contributions.

Citywide information concerning elements of total assets in
excess of pension benefit obligations, contributions to PERS for
the fiscal years ended June 30, 1996 and 1995, and recent trend
information may be found in the notes of the City’s
“Comprehensive Annual Financial Reports” for the fiscal years
ended June 30, 1996 and 1995.
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_ZOA.mm TO THE FINANCIAL STATEMENTS

CREDIT RISK, CARRYING AMOUNT AND MARKET VALUE OF DEPOSITS AND INVESTMENTS

Cash and non-negotiable certificates of deposit are classified in three categories of credit risk as follows: Category 1 — insured or collater-
alized with securities held by the City or its agent in the City’s name; Category 2 — collateralized with securities held by the pledging finan-
cial institution’s trust department or agent in the City’s name; Category 3 — uncollateralized.

Investments are also classified in three categories of credit risk as follows: Category 1 — insured or registered, or securities held by the City
or its agent in the City’s name; Category 2 — uninsured and unregistered, with securities held by the counterparty’s trust department or agent
in the City’s name; Category 3 — uninsured and unregistered, with securities held by the counterparty, or by its trust department or agent but
not in the City’s name. Investments in pools managed by other governments or in mutual funds are not required to be categorized.

The Water Utility’s share of the City’s investments at June 30, 1996, represents approximately 6 percent or $21,084,000 of the City’s
total cash and investments. The City’s pooled investments (including all funds and component units) by credit risk, carrying amount and

contractual/market value consisted of the following at June 30, 1996 (in thousands):

CATEGORY ———— CARRYING CONTRACTUAL/
DESCRIPTION 1 2 3 AMOUNT MARKET VALUE
Commercial paper $ 0 $14,493 $ 0 $ 14,493 $ 14,493
U.S. Treasury notes 4,986 0 0 4,986 4,982
U.S. federal agency obligations:
Federal National Mortgage Association 19,898 0 0 19,898 19,579
Federal Home Loan Bank 41,976 0 0 41,976 40,100
Federal Home Loan Mortgage Corporation 14,929 0 0 14,929 14,824
Negotiable certificates of deposit 30,000 0 0 30,000 28,116
Medium-term notes 50,760 0 0 50,760 49,017
Taxable municipal bonds 4,305 0 0 4,305 4,511
[nvestments at fiscal agent:
Federal National Mortgage Association 29,870 0 0 29,870 29,783
Federal Home Loan Bank 19,302 0 0 19,302 19,221
Federal Farm Credit Bank 7:953 0 0 7,953 7,980
U.S. Treasury bills 1,123 0 0 1,123 1,128
U.S. Treasury notes 2:299 0 0 2,299 2,308
$227,401 $14,493 $ 0 241,894 236,042
State of California Local Agency Investment Fund® 60,000 60,000
Investments at fiscal agent:
Money market funds 7:992 7:992
Investment agreements 4,795 4,795
Cash 114 114
Amounts invested in deferred compensation plans" 64,829 64,829
Total investments $379,624 $373,772

Not subject to categorization

As a result of extensive cash flow analysis, a significant percentage of the portfolio is held in short-term liquid funds with the balance
invested in a well diversified asset mix with various maturities. During the fiscal year 1995-96, the City’s portfolio held a limited amount of
variable rate securities including floating rate, inverse floating rate and structured notes as a mechanism to protect the portfolio’s overall
market value. The majority of the City’s investment instruments are highly rated federal agency or corporate securities with minimal credit
risk. Although variable rate securities may have market fluctuations that are greater than non-variable instruments, the portfolio is highly liquid
and well diversified and as a result the City has the ability and intent to hold all securities to maturity to recoup the initial principal investment.

Monies invested in derivatives through the state investment pool are immaterial.

Water Utility
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_ZO._.mm TO THE FINANCIAL STATEMENTS

NOTE 4
RESERVED RETAINED EARNINGS

A reserve for debt service has been established pursuant to
applicable bond indentures. Bond indentures for Riverside’s
water revenue bonds require reserves that equate to the maxi-
mum annual debt service required in future years plus three
months interest and nine months principal due in the next fiscal
year. The reserve for Riverside’s portion of FARECal revenue

bonds is NQCM_ to 10 percent Of nrﬁ program mrmwﬁn_ja:m amounts.

NOTE 5
LITIGATION

The Water Utility is a defendant in various lawsuits arising in
the normal course of business. Management, based in part on the
opinion of outside legal counsel, does not believe that the ulti-
mate resolution of these matters will have a material effect on the

financial position or results of operations of the Water Utility.

NOTE 6
JOINTLY-GOVERNED
ORGANIZATIONS

On July 1, 1993, the City of Riverside joined with the cities
of Anaheim, Colton, Compton, Healdsburg, Los Angeles, Palo
Alto, Pasadena, Redding, Santa Cruz; the North Marin Water
District; the Northern California Power Agency (NCPA); the
Sacramento Municipal Utility District; and Turlock Irrigation
District to create the Financing Authority for Resource
Efficiency of California (FARECal). The primary purpose of
FARECal is to issue bonds and use the proceeds to promote,
advance, encourage and participate in conservation, reclamation
and other programs that are designed to utilize energy or water
resources more efficiently. FARECal is administered by a Board
of Directors comprised of one representative from each Charter
Member (the cities of Anaheim, Los Angeles, Palo Alto and
Riverside and the North Marin Water District) and three vot-
ing-based directors, which currently are representatives from
Trinity Public Utilities District and Colton. One board position

Is vacant.

INDEPENDENT AUDITOR’S REPORT

To the Honorable City Council and Board of Public Utilities
City of Riverside, California

We have audited the accompanying balance sheets of the
City of Riverside Water Utility as of June 30, 1996 and 1995,
and the related. statements of operations and retained earnings
and cash flows for the years then ended. These financial state-
ments are the responsibility of the Water Utility’s management.
Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with generally
accepted auditing standards. Those standards require that we
plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstate-
ment. An audit includes examining, on a test basis, evidence sup-
porting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evalu-
ating the overall financial statement presentation. We believe
that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above
present fairly, in all material respects, the financial position of
the City of Riverside Water Utility as of June 30, 1996 and
1995, and the results of its operations and its cash flows for the
years then ended in conformity with generally accepted

accounting principles.

Kot Pt Woanunele. )27

October 25, 1996

Water Utility
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Melanie J. Raulston
Jack C. Read

David L. Redding
Cynthia B. Reeley
Stan V. Reynolds
Mildred A. Ridges
Donald G. Ringgold
Harry T. Robertson
Dwayne D. Robinson
Michael A. Rodgers
Max A. Rodriguez
Linda K. Rogan
Donald C. Rogers
John E. Rolwes

EMEBIE OSNCEE'S

Karin K. Ross
William D. Ryan
Richard M. Ryno
Adrian Saint

Angel H. Sanchez
Isac J. Sanchez
Lawson R. Satterfield
Angela A. Scarcello
Samuel L. Scarcello
Delbert L. Schroeder
John B. Schwartz
Mark E. Scribner
John L. Sevey
Daniel D. Shackelford
Aladdin Shaikh
Omar E. Shehab
Sammie L. Shepeard
Candice C. Shih
Brian Simpson
Dennis G. Sims
James R. Sinner
Richard H. Skelton
David A. Smart
Jerry L. Smith

Julie A. Smith
Sandra L. Smith
Wendell K. Smith
Alisa W. Smyth
Carolyn K. Snow
Marcia A. Solis
Marta E. Solis
Marco J. Sortillon
Christine H. Spahr
Elvira St. Louis
Kenneth A. Starbuck
Kelly C. Starkey
Donna 1. Stevener
Kevin P. Stinson
Dennis J. Stirlen
Frederick J. Stoiber
Kirk V. Stokes
Terry L. Stroud
T.D. Sweatt

Arshad J. Syed
Dennis L. Sylvester
Hernando B. Tagle
Maurice S. Taks

Alvin M. Tannenbaum

Bruce C. Taylor

Joseph M. Tenenbaum

Diane J. Tepper

Cynthia L. Thompson

Carol A. Torchia
Michael J. Torelli
Joey M. Toth
Vincent N. Trepepi
Richard L. Trower
Dale L. Underwood
Adrian A. Valdez
Abelino C. Valencia
Juan Vargas Jr.
Richard D. Velasco
Victor G. Velasquez
Michael J. Vernon
Karol L. Veu Casovic
Clarence R. Voll Jr.
Roger J. Wagner
Tiffany A. Wahlmeier
Theresa S. Waldschmitt
Peggy L. Wales
Robert F. Wallstead
Edward M. Wdowiak
Paul O. Westover Jr.
Mary T. Whaley
Ronald J. White
Walter L. White
Casey L. Whitney
Mark Wholley
Ronald H. Wigg
Edward T. Wilks
Phyllis . Williams
Brian R. Willis

David C. Wilson
Dieter P. Wirtzfeld
Alan P. Wohlfarth
Merle C. Wolff
Ralph F. Wollerton
Roberta A. Womack
Ben G. Wong

Chiu C. Wong

Karen L. Wood
Wayne M. Woodall
Charles R. Wormington
Joan C. Worones
Robert A. Worthington
David H. Wright
Dona J. Wuister
Edrie V. Yambao
Edward B. Young

Employees 31
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Mayor, City Council
and City Manager

Vi sEEREES

Mayor
Ronald Loveridge

City Council
Chuck Beaty
Ward 1

Ameal Moore

Ward 2

Joy Defenbaugh

Ward 3

Maureen Kane

Ward 4

Alex Clifford
Ward 5

Terri Thompson

Ward 6

Laura Pearson

Ward 7

e

ity Manager

John Holmes

LDk Pl e R e ol

E_VCT:G Carimﬂ

David Macher
1995-96 Chairman

Raphael de la Cruz
Ronald McCoy
Jacqueline Mimms
Yvonne Neal Weinstein
Thomas Pevehouse
Dwight Tate

Riverside Public Utilities
Administration

Bill D. Carnahan

Director

Michael J. Baldwin

Assistant Director, Operations
Dieter P. Wirtzfeld

Assistant Director,
Engineering and Resources

David H. Wright

Assistant Director,

Finance and Administration

Annual Report .
P Production

Karin K. Ross
Editor

Conner Design Group

Design and Production
g

Will Gibson
Riverside Public Utilities Archives

Photography

Special thanks to the entire staff
of Riverside Public Utilities
Financial Services Division,
under the leadership of Donna
Stevener,  Accounting/Finance
Manager, for their contribution

to this report.
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