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COUNTY OF RIVERSIDE, STATE OF CALIFORNIA 7.

FROM: Executive Office

November 22, 2004

SUBJECT: Wildomar Municipal Service and Initial Fiscal Review: Contract Amendment Resulting
from State Law Changes to the Vehicle License Fees (VLF)

RECOMMENDED MOTION: That the Board:

1. Receive and file the attached report regarding VLF distribution and incorporations.

2. Approve the attached contract amendment to the Professional Services Agreement with
MuniFinancial for its work on the Wildomar Municipal Service and Initial Fiscal Review and
authorize the Chairman to sign the amendment on behalf of the County.

3. Authorize the payment of $3500 in 1% District DA Public Facilities Funds for the contract
amendment.

BACKGROUND: On November 25, 2003, the Board of Supervisors approved a Professional
- | Services Agreement with MuniFinancial to prepare a Municipal Service and Initial Fiscal Review
- | (MS/IFR) of the Wildomar community. The study was funded jointly by the County, City of Murrieta

and Local Agency Formation Commission (LAFCO).

Katherine Gifford, Pri#npal Management Analyst
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Wildomar Fiscal Analysis and Municipal Service Review Amendment
Page 2

While the analysis was being prepared, the State Legislature altered the formula
for allocating the Vehicle License Fees (VLF), causing a significant decrease in
VLF revenues to cities from annexations, at least initially, and a permanent
decrease in VLF revenues to newly incorporated cities. Attachment A, a report
by Coleman Advisory Services, summarizes the impact of the VLF adjustment on
annexations and new incorporations. The new law (Revenue and Taxation Code
sec 11005.3) does not provide the VLF revenue bump (three times registered
voters over the first seven years) or property tax backfill to cities that incorporate
after August 5, 2004.

Historically, the VLF adjustment was paid to newly incorporated cities from the
cities’ VLF fund. LAFCO, the Executive Office and the 1*' District's staffs have
been in contact with Senator Benoit’s office, the League of Cities, and other state
offices to determine if or when there will be a legislative fix for this statewide
issue and what funding source could be used to address this loss. To date, no

" resolution has been put forth.

The draft MS/IFR was made available to the community on October 12, 2004 and
a workshop was conducted in the community on October 28, 2004. The
consultant is responding to community comments on the draft document. These
responses will be available at the LAFCO hearing on December 9, 2004.

A copy of the draft MS/IFR is available at www.LAFCO.org under “Quick Links.
Key findings of the report include:

1. Without a change to the VLF and/or new tax revenues, the MS/IFR found
that a new city was not fiscally viable for ten years.

2. Annexing southern Wildomar was initially negative but fiscally viable within
five years.

3. Initially, the net revenue for the County is negative whether the area
annexes or incorporates. (An accompanying F11 includes a letter for the
Board's consideration that identifies the County’s concerns with the
proposed annexation. Incorporation would be subject to revenue
neutrality negotiations.)

The contract amendment (Attachment B) cost of $10,000 will be paid from the
remaining fund balance ($1500), LAFCO ($1500), City of Murrieta ($3500) and
County of Riverside 1* District DA funds ($3500). The contract amendment is
needed to address the additional costs resulting from the VLF adjustment to the
report, preparing responses to community comments, and other support costs
(advertising and GIS) for the project. The LAFCO Commission and Murrieta City
Council have already committed to the additional funding.



Coleman Advisory Services € CaliforniaCityFinance.Com

ATTACHMENT A

The VLF for Property Tax Swap of 2004

Problems for Annexations and New Incorporations

22 September 2004

In August the California Legislature approved a VLF for property tax swap as a part of a state-local
budget agreement. The swap is discussed in “The VLF for Property Tax Swap of 2004: Facts for Local

Officials” at http://www.californiacityfinance.com /VLFswapNtakeFAQ.pdf. Late changes in the

legislation implementing the swap provide inadequate funding for future annexations and incorporations.

Figure A: VLF Revenue Increases With
Population, And Statewide Revenue Growth

I. VLF and Annexations - Prior Law

Under the law in effect prior to July 1, 2004, the
city share of Motor Vehicle License Fee (MVLF) revenues,
including any backfill from the state general fund, is
allocated in proportion to population.! As a city’s
population grows relative to the statewide population in $2 1
cities, the city’s share of VLF revenues grows. In addition,
as the taxable value of automobiles grew each year, total

G Millions P

3

VLF revenue (including general fund backfill) grew over $141 1

time, increasing the total pool of revenue to be allocated
each year.

sc =
These additional revenues to the city essentally

Annexation

Additional
population in
annexed area
increases the
city's VLF
allocation.

came from the growing statewide pot of city MVLF revenue, including the VLF backfill from the state
general fund. Because county MVLF allocations came from a county MVLF pot, annexations did not alter

MVLEF allocations to counties.

II. VLF and New Incorporations — Prior

Law
Under the law in effect prior to July 1, 2004, a $4 1

newly incorporated city receives its allocation of VLF

revenues based on three times the number of $3

registered voters in the city at the time of

incorporation.” The city receives VLF on this basis for

its first seven years.” If the city annexes an area, the $2 1
actual population in that area is added to the three
times registered voters figure for the purpose of $1 -

calculating the city’s MVLF allocation. The three
times registered voters basis provides these cities with
a 15% to 150% boost in MVLF revenues depending $0 -

Figure B: Under Prior Law,

New Cities Get a Boost

Funding

basedon |

actual
population

Per Revenue and
Taxation Code Sec.
11005.3, for the first
seven years of a city's
incorporation, the city's
VLF allocation is
calculated using
Jxregistered voters as
a proxy for population.

! For a more thorough discussion of VLF revenues and allocations under prior law, see “The VLF for Property Tax Swap of 2004:

Facts for Local Officials” at http:/ /www.californiacityfinance.com/VI.IswapNtake[FA Q.pdf.

2 Revenue and Taxation Code Section 11005.3
3 With certain exceptions. See Revenue and Taxation Code Section 11005.3.
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2 September 22, 2004
on the proportion of registered voters in the city.

This boost in revenues to a newly incorporated city essentially came from the growing statewide pot
of city MVLF revenue, including the VLF backfill from the state general fund. Because county MVLF
allocations came from the county MVLF pot, new incorporations did not alter MVLF allocations to
counties, and neither city nor county VLF revenues were the subject of tax sharing.

The three times registered voters allocation basis provides a proxy for population during the first
few years of city’s incorporation, when it is difficult for demographics officials to reach a reasonable
estimate of actual population. The three-times-registered voters allocation also provides needed additional
revenues to a city during its “start-up” years,

II1. The VLF For Property Tax Swap of 2004 and Annexations

$2.0 1 Figure C: Now Property Tax Fills
AB2115 includes the provisions for the ‘| ingliri:tead of State%egral;und
VLF for property tax swap of 2004. The changes
reduce the VLF rate to 0.65%, repeal the state
. A $1.5 -
general fund backfill to cities and counties for @
reduced VLF rate, alter the allocation of the é
remaining VLF revenues among cities and = i
counties, and establish reimbursement amounts in =1
the form of additional property tax to each city
and county for differences as a result of these
$0.5 -
changes. Per Capita
VLF
The reduced VLF revenue and change in to Cities
allocations will result in cities receiving less than $0.0 - P Ly New Swap $164M
10% of the VLF revenue they would have received i fasbo i Dotar for Dollar
nd ior law. The difference will come to cities
?ﬂ agfjjlt)jr:::;ﬂaprope sty tax.* me Figure D Annexations Don’t Get
$0.6 - 'eu for. Exxstmg AV
Because per capita MVLF allocations to cities
$0.5

under the VLF for property tax swap of 2004 are No additional

sharply reduced,’ the amount of additional MVLF Property Tax

coming to a city as a result of new population in an £ 3041 in-lieu of VLF
annexation is also sharply reduced. But with regardto ~ § : '/
annexations, the new law does not make up for the $0.3 1
reduced VLE The new law specifies that the Assessed :

$0.2 1 !

Value of an area during its first year of annexation is
to be ignored for purposes of calculating growth in the
city’s property tax in-lieu of VLE. The effect of this i is
to substantially reduce the added revenues that would

Some VLF
increase from
added

population

$0.0 +=
Prior Law

AB2115 (2004)

: Far more cxplanauon, sce “The VLF for Property Tax Swap of 2004: Facts for Local Officials” at
B NrakeFA Q.pdf.

5 Rt:'vcnuc and Taxation Codc St:cﬂon 97. 70.(c)(1)(C) (i) (A1)

wuw, CaliforniaCityFinance.com
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come with an annexation, depending on the extent of build-out of the area upon annexation. The more
fully built out the area prior to annexation, the greater the revenue loss to the annexing city.

How Growth in the Property Tax in Lieu of VLF is Calculated

AB2115 (2004) specifies that the “vehicle license fee adjustment amount” (property tax in lieu of
VLF) shall be increased for each city or county by the percentage change from the prior fiscal year for the
current fiscal year in gross taxable assessed valuation within the jurisdiction. But it also specifies:

For the first fiscal year for which a change in a city’s jurisdicticnal
boundaries first applies, the percentage change in gross taxable assessed
valuation from the prior fiscal year to the current fiscal year shall be
calculated solely on the basis of the city’s previous jurisdictional
boundaries, without regard to the change in that city’s jurisdictional
boundaries. For each following fiscal year, the percentage change in gross
taxable assessed valuation from the prior fiscal year to the current fiscal
year shall be calculated on the basis of the city’s current jurisdictional

boundaries.t

In other words, for purposes of calculating the annual increase in a city’s property-tax-in-lieu-of-VLF,
the assessed valuation contained in an area upon annexation is ignored. Future growth in annexation after
the first year of annexation is counted for purposes of increasing the city’s VLF reimbursement amount.

Figure E: Example of Additional Taxable AV to a City From an Annexation’

$4.
$4.
3.
$3.
$2.
ﬁ $2.
$1.

$1.

5

o

Annexation AV
\“

EY04-05 FY05-068 FY06-07 FYO7-08 FY08-089 FYO08-10 FY10-11 FY11-12 FY12-13 FY13-14 FY15-16

FY04-05 FY0S-06 FY06-07 FY07-08 Fy08-09 FYog-10 FY10-11 FY11-12 FY12-13 FY13-14 FY15-16

Original AV § 2000,000000 § 2420,000000 § 2247200000 § 2362,032000 § 252953020 § 2676451155 § 287,038225 § 3007260516 § 3187696040 § JATES7B18 § 2591605300

Annexation AV § O A0000000 § 44000000 § GSMO00 § TG00 § 504900764 § SIS0 § STATES § 6OIA2IM § 65NN § GTSTONSH
Total AV § 2000000000 § 2520,000000 § 2671.200000 § 2831472000 § 3001360320 § 3181441939 § 332308456 § ASTAE68163 § 3760,1B251 § D1GAGT.ME § 4257486577
Change 26.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00%

6 Revenue and Taxation Code Section 97.70(c)(1)(C)(ii) (IT)
7 In this example, the annexed area is fully built out upon annexation.

www CalifornialityFinance.com
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Figure E shows an example of the effect of an annexation on the taxable AV of a city. Absent the
annexed area, the AV of the city is growing at 6% per year. The annexation area which (in this example) is
fully built-out, represents a 20% increase in the AV of the city and also increases in value at 6% in

subsequent years.

But as Figure F shows, the initial AV in the annexed area is ignored for the purpose of calculating
growth in the property tax in-lieun of VLFE. In this case, because the annexation area is built-out its AV in
subsequent years grows at a similar rate to the original city, and annexation results in no change in the
factors used by the county auditor to determine growth in the city’s property tax in lieu of VLE The
annexation does not increase the city’s VLF adjustment amount from property tax, and the city receives less
than 10% of the VLF it would have received under the ptior law.

Figure F: New Law Ignores Added Annexation AV for Calculating PropTax In Lieu of VLF

$4.5

For the purpose of calculating
growth in prop tax in-lieu of VLF,

$4.0

the County Auditor disregards AV
in annexed area in first year

$3.5

(

Annexation AV
\

$3.0

$2.5
E $2.0
$1.5
$1.0
$0.5
s .
FY04-05 FYD5-06 FY06-07 FYO7-08 FY08-09 FY09-10 FY10-11 F¥Y11-12 FY12-13 FY13-14 FY1516
i n Annex FY04-05 FY0506 FY06-07 FY07-08 FY08-09 FY09-10 FY10-11 FY11-12 FY12-13 FY13-14 FY15-16
Original AV § 2000000000 § 212000000 § 2247.200000 § 2382032000 § 252495380 § 2616451155 § 28970822 § 3007260518 § 316769649 § 3378957018 § 3561696303
Annexation AV $ 400000000 § 424000000 § 449440000 § 476406400 § SD40007R4 § 535200231 § 567407645 § 601452104 § 63750230 5 E75791584
Total AV § 2000000000 § 2520000000 § 2671,200000 § 2831472000 § 3001360320 § 3181441938 § 3372328456 § 5740666163 § 3780,148.250 § 401649748 § 4.257,486.977
AV Change 26.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00%
PropTax In-Lieu
of VLF ShouldBe § 2650450 § 3389870 § 3503377 §  3B0BA0 §  AOMSI9 § 4279770 §  4SG6556 §  dBOA7S0 §  S097.75 §  SAOMMY 5 S7o%8
AV Change
Absent Annexation 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00%
PropTax In-Lieu
Absent Annexation § 269450 § 2851887 § 3003000 § 320430 § 306643 § 3600441 § 3816468 § 4045456 S 4.266,18 § 4545474 § 4818203
AB2115 Change 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00%
AB2115PropTaxin-Lieu §  26%0459 § 2851867 § 3023000 § 3204380 §  33%643, 8§  3F00441 § 3816468 § 4045456 § 4288183 § 4545474 § 4016203
Difference § - § (538,009) § (510317 § (B04,600) § (640,876) § (679,329) § (T20.088) § (163,204) § (809,081) § (857.637) § (909,0%5)

Figure G below contrasts the additional VLF revenue (including state general fund backfill) to the
city from an annexation under the prior law, to the additional VLF (and lack of property tax in-lieu of VLF)

under the new law.

www.CaliforniacityFinance.com
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Figure G: Additional VLF (including State General Fund Backfill) from an Annexation®
$1.0 TrE—— e
Prior Law - including
e state general fund backfill
to equivalent of 2% rate.
$0.6
§ i
$0.2
e VLF
PR
Year O Yaar 1 Year 2 Yaar3 Yeaar 4 Yoar 5 Year 6 Yaa Year 8 Year 8 Yaar 10
$1.0 T—— ' .
New Law - State R :
general fund backfill i g > § :
sa.s - eliminated. No prop —— .t s i
tax replacement. P s 5 il
sos ————==1 -."-*, :—: L: :—' I"—' — -': - E‘
: LB e ! : : ; ' g NO .
: vt A : : s i+ EropactyTax. .
; S0.4 : : . &=t 1 .
0.2
-

a Year 8 Year 10

Year O Year 1 Year 2

The Effect Depends on How Developed the Area is at Annexation

The fiscal impact of this provision of AB2115 relating to annexations varies depending the degree
of build-out in an annexation area. In an area that is largely undeveloped, where the growth in taxable
assessed valuation in the area will be recognized a year or more after the annexation, the fiscal impact is
less. That’s because the growth in AV after the first year of annexation will contribute to growth in the
city’s property tax in-lieu of VLE. The city loses growth in property tax in lieu of VLF from the AV that
exists at the time of annexation.

Figure H below shows an area that is not fully built-out upon annexation. In this example, the AV
of the area upon annexation is about 10% of the original city AV. A year after annexation, the area
becomes fully built-out and doubles in AV.

¢ In this example, the annexed area is fully built out upon annexation.

www.CalifornialityFinance.com
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Figure H: Example of Additional Taxable AV to a City From an Annexation’

. e e

$4.0

$3.6

FY04-056 FY0S5-06 FY08-07 FYD7-08 FY08-089 FY08-10 FY10-11 FY11-12 FY12-13 FY13-14 FY16-186

FY04-05 FY05-06 FY06-07 FY07-08 FY08-09 FY09-10 FY10-11 FY11-12 FY1243 FY13-14 FY15-16

Original AV § 2000000000 § 2120000000 § 2247200000 § 2382032000 § 2524953920 § 2676451155 § 2837038225 § 3007260516 § 3187696149 § 3378957018 § 3,581,6%5,83

Amexation AV § 200000000 § 424D00000 § 440440000 § ATEAOGA00 § 504990784 § 55200231 § SETAOTEMS § GOTASA04 § GUSHBO § 675791584
Totd AV § 2000000000 § 2320000000 § 2671200000 § 2831472000 § 3001360320 § 3181441930 § 372,326.455 § 3574668163 § 709,146,253 § 401649748 § 4257486977
Change 16.00% 16.44% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00%

Under the new law, the AV of the area in the first year of annexation is ignored for the purpose of
calculating growth in the city’s property tax in-lieu of VLE. But the substantial growth in the area in the
following year does factor in to the growth in the city’s property tax in-lieu of VLFE.

9 In this example, the annexed area is fully built a year after annexation. Annexation increases city taxable AV 10% upon
annexation and about 10% in the second year after annexation.

www_CaliforniaCityFinance.com
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$4 .
$4.0
$£3.5
$3.0
$2.5
i $2.0
$1.5
$1.0
$0.5
- Froa-05 F¥Os5-08 FyO5-07 FYo7-08 Fyos-0a FYO08-10 FY10-11 Fr11-12 Fy12-13 Fy13-14 FY15-168
Build-Qut Delayed FY04-05 FY05-06 FY06-07 FY07-08 FY08-09 FY09-10 FY10-11 FY11-12 FY12-13 FY13-14 FY15-16
Original AV § 2000000000 § 2.120,000000 § 2247.200000 § 230202000 § 252495390 § 2676451155 § 260706225 § 3007200518 § 310766149 § 7RO N8 § 358159520
Annexation AV § 200000000 § 424000000 § 440440000 § 476406400 § 504990784 § S35200231 § SETAOTAS §  GO14E2I4 §  BITSMA §  6757915M
Total AV § 2000000000 § 2320000000 § 2671200000 § 2831472000 § 3,001360.320 § 3131441839 § 337232456 § 3574668163 § 3760148253 § 464DV M8 § 4257486977
AV Change 16.00% 15.14% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00%
PropTax In-Liey
of VLFShould Be § 2530458 § 3120833 § 353477 § 3808580 § 403519 § 4279770 § 4536556 §  4B0B7TS0 § 500775 § 540811 § 5727298
AV Change
Absent Annexation 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00%
PropTax In-Lieu
Absent Annexation § 2690450 § 2851887 § 3073000 § 3204380 § 306G § 3600441 § 486468 § 4045456 § 4288183 § 4845474 § 481820
AB2115 Change 6.00% 15.14% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00%
AB2115PropTaxireLieu § 2690458 § 2851867 § 3263604 § G400 §  GEBOMST § 30102 §  4MS4M § 4304202 §  46IEM4 § 493706 §  S243%5
Difference § § (269,048) § (3874 5 (3830) § (348,062) § (368946) §  (301,082) § [4547) 5 (43420) 5 (ESTES) § (493733

Figure ] below contrasts the additional VLF revenue (including state general fund backfill) to the
city from an annexation under the ptior law, to the additional VLF (and lack of property tax in-lieu of VLF)
under the new law, Note that the loss to the city pertains to the amount of AV in the annexed area at the
time of annexation. In this case, since half the build-out AV exists at annexation, the city loses half the
property tax in-lieu of VLF it should receive.

A city garners additional property tax in lieu of VLF only to the extent that development in the
annexed area occurs after annexation,

10 In this example, the annexed area is fully built a year after annexation. Annexation increases city taxable AV 10% upon
annexation and about 10% in the year after annexation.

www, CaliforniaCityFinance.com
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Figure J: Additional VLF (including State General Fund Backfill) from an Annexation"
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IV. The VLF For Property Tax Swap Of 2004
And Recently Incorporated Cities

Revenue and Taxation code Section 11005(b) as
contained in AB2115 of 2004 provides that recently
incorporated cities receive their three times registered voters
VLF “bump” entirely from the residual MVLF account,
before MVLF per capita allocations are made to cities. The
new law directs the State Controller’s Office to determine,
for cities for whom Rev&Tax Sec 11005.3 applied on August
5, 2004, the additional amount of VLF revenue each city
would receive as a result of Rev&Tax Sec 1100.5.3 (that is,
with an allocation based on three-times-registered voters

Year 8

$5 1

VLF

Year & Year 10

Figure K: Recently Incorporated
Cities Get a “Bump” from VLF

Additional $

per R&T
Sec11005.3

| from MVLF

Per Capita
MVLF

Funding based on Funding including
aclual population R&TSec11005.3

11 In this example, the annexed area is fully built a year after annexation, doubling the AV of the annexed arca.

www CaliforniaCityFinance.com
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versus an allocation based on estimated actual population).
$57 Figure L: VLF to Recently Incorporated

Cities = No $ loss under new formula
$4 - Additional $
per R&T
@ | Sec11005.3
£93 - from MVLF
g
$2 .
$1-
Per Capita
1 e 3 A MVLF
Funding Prior Funding with
to 7/1/04 Changes effective
In addition, these recently incorporated cities i
y P Figure M: After 7 Years, VLF “Bump” to

receive a per capita allocation from the residual MVLF
account along with other cities, based on estimated
actual population. Finally, like other cities, they $5 Aditional funding to B
will receive a “VLF adjustment amount” (property St e
tax in lieu of VLF) amounting to the difference E—
between their total MVLF revenues in FY04-05 54

and what they would have received from MVLF in
FY04-05 had the prior law remained in effect.

Recently Incorporated Cities Ends.

$3

Millions

$2

$1

$-

FY04-05 FY05-06 FY06-07 FY07-08 FY08-09 FY08-10

V. The VLF For Property Tax Swap Of 2004 And New Incorporations

Nothing in the new law directly alters past or future property tax sharing agreements or formulas among
local governments. Neither county nor city VLF has been the subject of property tax sharing in the past
and neither must it’s successor revenues: the Property Tax in Lieu of VLF (or “VLF adjustment amount™).

www.CaliforniaCityFinance.com
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No VLF “Bump” for Future Cities

September 22, 2004

The new law provides Revenue and Taxation Code Sec 11005.3 funding (the three times registered
voters basis) only to cities for whom that section applied on August 5, 2004.” Consequently, the new law
does not provide this VLF revenue bump to cities that may incorporate in the future.

No Property Tax in Lieu of VLF for Future Cities

The new law specifies that County Auditors calculate and transfer to each city and county an

allocation of property tax in lieu of VLF (the “VLF Adjustment

Amount”) based on each agency’s FY04-

05 revenues. Specifically, the property tax in lieu of VLF is the difference between:

e what the agency would have received in FY04-05

_ Figure N: New Law Leaves Out

]

. < . $5 : $.3
under the prior law, including a 2% VLF rate and Funding for Future Cities
prior allocations, and —
; $4 1 | Adde’l VLI tor
e what the agency actually receives from the MF new cities applics
account given the 0.65% rate and new allocations. 2 | only to existing
253 R&T11005.3 cities
: :
In subsequent years, each agency’s property tax in
lieu of VLF will be increased from the prior year amount $2 1 | A city not around
in proportion to the agency’s increase in gross taxable in FY04-05 has no
assessed valuation."” | proptax in-lieu of
§1 VLF funding
A city that is not in existence in FY04-05 has no - s hryag
VLF adjustment amount and the new law provides no L Funding Prior Funding with
procedure to establish one. to 711104 SRR
Figure O: New Law Leaves Out
$5 1 Funding For Future Cities
§ TI=MEER -
: femman ;
TR et | B

Year O

Year 1 Year 2 Year 3

mnd

12 Revenue and Taxation Code Sec 11005(b)
13 With the notable exception regarding annexations described eatlier.
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MuniFinancial

November 16, 2004

Katherine Gifford

County of Riverside

4080 Lemon Street, 4™ Floor
Riverside, California 92501

Via E-mail

Subject:  First Amendment To Contract For Wildomar Fiscal Analysis and Municipal
Service Reviews (revised)

Dear Ms. Gifford:

The purpose of this letter is to detail a scope of work and budget for additional services
under our current contract with the County. The putpose of the contract is to perform an
initial fiscal analysis of governance options and a municipal service review for the Wildomar
community.

Scope of Work
Task 1b: Meetings and Public Workshops
Delete one meeting from the original scope of work.

Task 4: Update Fiscal Model For Changes To Vehicle License Fee Subvention

The State Legislature amended the vehicle license fee (VLF) subvention
statute this past summer following the delivery of the first administrative
draft report for the Wildomar project. These amendments significantly
affected the estimates of VLF revenue contained in that draft report. This
task includes researching the effects of the new law, incorporating those
changes into the fiscal model, revising report tables, and re-drafting report
sections to explain these changes. This task also includes some minor
changes that arose after delivery of the first administrative draft to the tax
increment and educational revenue augmentation fund estimates in the fiscal
model.

Task 5: Response To Comments on Public Draft

Following publication of the public draft County staff are responsible for
receiving and indexing comments and forwarding to us for comment. We

will respond to submitted comments in a separate document appended to the
final draft. '
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Budget

We will complete the scope of work described above for this amendment study for a lump
sum cost of $10,000, including all direct expenses. We will invoice on a task completion
basis, adding these tasks to the current invoices we submit to the County for this project.

If the terms of this amendment are acceptable to the County please provide us with written
indication of your approval.

We appreciate this opportunity to continue to assist the County, the City of Murtieta, the
Riverside County Local Agency Formation Commission, and the Wildomar community with
this important community planning effort,. We look forward to hearing from you.

Sincerely,

MuniFinancial

Robert D. Spencer
Principal Consultant



Professional Service Agreement Amendment with MuniFinancial for Services
Related to the Wildomar Municipal Service and Initial Fiscal Review.

IN WITNESS WHEREOF, the parties hereto have caused their duly authorized
representatives to execute this amendment:

County of Riverside MuniFinancial

Chairman, Board of Supervisors Print Name: Robert D. Spencer
Title: Principal Consultant

ATTEST:
Nancy Romero, Clerk of the Board

Deputy

Approve as to Form:

g

County Counsel






