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December 14, 2005 
 
 

To the Honorable Mayor, Members of the City Council, and Citizens of the City of Chico: 
 
The City of Chico (City) submits to you its Comprehensive Annual Financial Report (CAFR) for the year 
ended June 30, 2005.  The Finance Office publishes the CAFR to provide information about the City to 
its citizens, the investment community, the general public, and others who may have an interest in the 
financial well being of the City.  The data presented is designed to help readers assess our financial 
condition and understand the services we provide to the citizens of the City of Chico.  This letter of 
transmittal is designed to be read with and complement the Management’s Discussion and Analysis 
(MD&A).  The MD&A can be found immediately following the report of the independent auditor.  
 
CAFR Organization 

 
The CAFR is organized into Introductory, Financial and Statistical sections. 
 
• The Introductory Section, which is unaudited, includes this transmittal letter, an organizational chart, 

and a list of principal officials.  This section is intended to acquaint readers with the City, its 
organizational structure, and the scope of its services. 

 
• The Financial Section includes the basic financial statements, consisting of government-wide 

statements, fund statements, required disclosures in the form of notes to the financial statements, and 
the independent auditor’s report.  This section also includes management’s discussion and analysis of 
the financial results for the fiscal year, as well as other required supplementary information.  

 
• The Statistical Section, which is unaudited, includes selected, multi-year financial and demographic 

information. 
 
Responsibility for both the accuracy of the data and the completeness and fairness of the presentation, 
including all disclosures, rests with the City of Chico.  To the best of our knowledge and belief, the 
enclosed data are accurate in all material respects and fairly represent the financial position and changes 
in financial position of the City.  Disclosures necessary to enable the reader to gain an understanding of 
the City’s financial affairs have been included. 
 
The City has a comprehensive internal control framework that is designed to protect the City’s assets 
from loss, theft, or misuse and compile sufficient reliable information for the preparation of the City’s 
financial statements.  Because the cost of internal controls should not outweigh their benefits, the City’s 
internal controls have been designed to provide reasonable rather than absolute assurance that the 
financial statements will be free from material misstatements. 
 
The Charter of the City of Chico requires an annual audit to be conducted by an independent auditor hired 
by the City Council.  The audit report is to be prepared in accordance with auditing standards generally 
accepted in the United Stated of America (GAAP) and submitted to the City Council on or before the first 



regular City Council meeting in February.  Macias Gini & Company, LLP, a firm of licensed certified 
public accountants, has audited the attached financial statements.  Based on the results of the audit, the 
City of Chico’s financial statements for the fiscal year ended June 30, 2005, received an unqualified 
opinion in the independent auditor’s report (which is presented as the first component of the financial 
section of this report). 
 
The City is also required to provide an annual single audit in conformity with the provisions of the Single 
Audit Act of 1996 and the U.S. Office of Management and Budget’s Circular A-133, “Audits of State and 
Local Governments.”  Information related to this single audit is included in a separately issued report. 

 
Profile of Chico 
 
The City of Chico was founded in 1860 by General John Bidwell, and incorporated on February 5, 1872, 
with a population of approximately 1,000 persons in an area of 6.6 square miles.  By 2005, the 
incorporated area of the City of Chico has grown to 29.8 square miles, with a population of 73,558.   
 
Chico is the largest city in Butte County, located in the Northern Sacramento Valley approximately 90 
miles north of Sacramento, and serves as the commercial center for a three-county regional market area.  
With its “Big City Taste, Small Town Flavor,”1 Chico supports a diverse range of industries including 
agriculture, recreation, tourism, education, medical, and manufacturing. Chico is also the home of the 
second oldest institution in the California State University system, enrolling nearly 16,000 students. 
 
Residents and visitors alike can sample locally grown almonds, bicycle in Bidwell Park (one of the largest 
municipally owned parks in the United States), tour the historic Bidwell Mansion, and take in the beauty 
of the California State University, Chico campus without having to stray too far from Chico’s quaint 
downtown business district.  A municipal airport and industrial park are situated in northern Chico, and 
City-sponsored art can be found scattered throughout our scenic community.  
 
The City is governed by a charter and operates under a Council-Manager form of government.  The City 
Council consists of seven members, elected to staggered four-year terms.  An election held each 
November in even numbered years chooses either three or four council members.  The Council selects a 
mayor and vice mayor from among its members to serve two-year terms. The mayor presides over the 
Council meetings, which are held on the first and third Tuesday of each month.  The City Council 
appoints a City Manager to implement its policies and directives and a City Attorney to serve as its legal 
counsel. 
 
The City provides a broad range of services including: police and fire protection; construction and 
maintenance of streets and infrastructure; community development, including planning and zoning, 
building and safety, and housing activities; park and recreational activities; arts programs; transit; 
municipal airport; and general administrative services. 
 
The City Council also governs the Chico Redevelopment Agency, the Chico Public Financing Authority 
and the Chico Parking Authority.  Each of these agencies is reported as blended component units in the 
attached financial statements. 
 
The annual budget serves as the foundation for financial planning and control for the City of Chico.  
Budgetary control is maintained to ensure compliance with legal provisions of the annual appropriated 
budget as approved and modified by the City Council.  The City Charter requires the City Manager to 
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present a proposed budget to the City Council by June 1 of each year, with the Council adopting the 
comprehensive operating and capital budget no later than its first regular meeting in July.  
 
Chico’s Economic Condition 
 
Local Economy2 
A key component of the City’s economic growth has been the availability of reasonably priced industrial 
and commercial property.  New construction valuation was at an all-time high in 2004 and continues to 
remain strong. 
 
The City of Chico’s population has increased by 51 percent in the last decade.  This increasing population 
has sparked a sharp growth in retail sales (six percent in 2004).  The growth in retail sales is also a result 
of Chico becoming a regional service center for the surrounding area.  The long-term demographic trends 
indicate continued strong retail growth. 
 
The job growth rate in Butte County over the past five years has been a cumulative seven percent, 
creating approximately 5,200 new jobs.  In 2004 the unemployment rate for the City was 7.2 percent, 
down from 7.5 percent the year before.   Butte County’s industry employers include government; trade, 
transportation and utilities; and educational and health services.  Government, the largest employer in the 
county, accounts for 22.5 percent of all employment.  Trade, transportation and utilities are the second 
largest industry in Butte County.  Employment in educational and health services has been growing 
consistently over the last five years and makes up more than 15 percent of all employment.  Financial 
activities is one of the county’s fastest growing industries, gaining 1,100 jobs or 35 percent since 1998. 
 
Long-term Financial Planning 
The City of Chico’s Annual Budget includes long-term financial projections for the City’s General and 
Park Funds, and the Chico Redevelopment Agency.  These two reports summarize the revenue and 
expenditure trends and projections for these funds, providing Council with the tools to make sound fiscal 
decisions.  The Annual Budget also includes a Capital Improvement Program (CIP), which summarizes 
all major capital improvement projects scheduled to occur over the ensuing five-year period. 
 
Annually, each City department prepares a five-year Strategic Plan, which is presented to the City 
Council.  The Strategic Plans summarize each department’s respective accomplishments and desired 
resources for the upcoming five-year period, including staffing, technology and equipment needs. 
 
Relevant Financial Policies 
The City Council has adopted a number of financial policies designed to preserve the fiscal integrity of 
the City’s resources, some of which are listed below: 
 
• Operating Reserve – The City Manager shall endeavor to present a Proposed Budget for the 

ensuing fiscal year which provides a balance in the General Fund to serve as an operating reserve in 
the amount of seven and one-half percent of the General Fund operating expenditures, or which the 
City Manager expects will reach seven and one-half percent by the time the books are closed at the 
end of the current fiscal year.  These funds would be available to be allocated for unanticipated 
expenditures that occur during the fiscal year. 

 
• Emergency Reserve – An Emergency Reserve Fund has been established to help buffer the City 

from issues such as fluctuation in sales tax, changes in State laws as to how the sales tax is allocated, 
changes in motor vehicle in lieu reimbursement from the State, a sudden draw through employee 
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• attrition on vacation payment obligations, or other catastrophic events.  The desired level of this 
fund is established at 20 percent of the General Fund operating expenditures.  Following the close of 
books each year, the Finance Director, at the discretion of the City Manager, is authorized to transfer 
funds in an amount equal to 20 percent of the amount in excess of the General Fund Operating 
Reserve to the Emergency Reserve Fund.  At the discretion of the City Manager, an amount greater 
than 20 percent can be transferred provided such amount does not exceed the difference between the 
actual fund balance and the desired Operating Reserve. 

 
Major Initiatives 
The City Council continues to dedicate its resources to a wide variety of projects designed to improve the 
infrastructure, economic development, and overall quality of life for the citizens of Chico.  Examples of 
major infrastructure projects include the reconstruction of West 8th Avenue and the reconstruction of the 
intersection at East Avenue and Cohasset Road, both of which are major roadways within the City.  A 
commitment to economic development is evidenced by the funding assistance provided by the 
Redevelopment Agency for the newly remodeled Diamond Hotel and the construction of a new hangar 
facility at the Chico Municipal Airport.  Additional accomplishments include the construction of a 113-
unit housing project for low-income seniors, the construction of a solar power generation facility at the 
Water Pollution Control Plant, the remediation of the Humboldt Road Disposal Site, and the start of a 
major renovation of Chico’s downtown park, City Plaza. 
 
Awards and Acknowledgements 
 
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 Chico for its 
Comprehensive Annual Financial Report for the fiscal year ended June 30, 2004.  This was the second 
consecutive year that the City has achieved this prestigious award.  In order to be awarded a Certificate of 
Achievement, a government must publish an easily readable and efficiently organized comprehensive 
annual financial report.  This report must satisfy both GAAP and applicable legal requirements. 
 
A Certificate of Achievement is valid for a period of one year only.  We believe that our current 
Comprehensive Annual Financial Report continues to meet the Certificate of Achievement Program’s 
requirements and we are submitting it to the GFOA to determine its eligibility for another certificate. 
 
In addition, the City received the California Society of Municipal Finance Officers (CSMFO) Certificate 
of Award for Outstanding Financial Reporting for its Comprehensive Annual Financial Report for the 
fiscal year ended June 30, 2004. 
 
This report is the result of the cooperative effort of many people.  We wish to convey our appreciation to 
the members of the Finance Office team who contributed to and assisted with its successful completion.  
In particular, Accountant Uldis Vidners was responsible for the preparation of this report and is to be 
commended for his efforts.  We would also like to express our appreciation to all the City departments, 
who provided assistance and support, and to the City Council for their support in planning and conducting 
the financial operations of the City in a responsible and progressive manner. 
 
   Respectfully submitted, 
 
 

     Thomas J. Lando     Jennifer Hennessy 
     City Manager     Finance Director 

 












































































































































































































































