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TO: Local Agency Formation Commission

FROM: Adriana Romo, Local Government Analyst II
George J. Spiliotis, Executive Officer
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SUBJECT : TAFCO 20090-32-2—REORGANIZATION TO INCLUDE INCORPORATION OF
JURUPA VALLEY, CONCURRENT DETACHMENT FROM THE RIVERSIDE
COUNTY WASTE RESOURCES MANAGEMENT DISTRICT AND DISSOLUTION

OF COUNTY SERVICE AREAS 72 & 73.
PRIOR AGENDAS/RELATED ACTIONS: Proposed Incorporations of Jurupa and Mira Loma, 1990-91; Proposed Incorporation of Eastvale,
10/22/09; Proposed Incorporations of Jurupa Valley and Eastvale, Eastvale approved 1/21/10.

EXECUTIVE SUMMARY:

This report provides an overview of the proposed incorporation of Jurupa
Valley as the 28" city in Riverside County. Only one Dboundary
configuration, Alternative 2, 1s currently under consideration. The
western boundary of the proposed City 1is I-15, which matches the
eastern boundary of the voter-approved City of Eastvale.

Since this proposal was last before the Commission in January, the
County has agreed to retain responsibility for fire protection and a
revenue neutrality mitigation agreement has been negotiated between the
proponents and the County. The change in fire protection responsibility
would relieve the new city of several million dollars of expenditures
annually. A revised fiscal analysis incorporating these changes was
published last month. The
published Comprehensive
Fiscal Analysis (CFA)
concludes the incorporation
1s feasible, based on
annual revenues that
minimally exceed
expenditures. Earlier this
month, staff posted
adjustments to the sales
tax projections based on

Jurupa Valley

INCORP.

2009-32-2
T

recent forecasts. The |¥
adjusted figures have
changed the outlook of the 5
proposal from marginally
feasible to decidedly
infeasible. Staff cannot
recommend approval at this
time.
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BACKGROUND :

EARLIER PROPOSALS: The concept of incorporation is not new to this
area. In late 1989, a proposal for the incorporation of the greater
Jurupa Valley was filed, encompassing all inhabited communities north
of the Santa Ana River and the dairy lands of Eastvale. A few months
later a competing incorporation proposal was filed for the community
of Mira Loma. The Mira Loma proposal was entirely within the proposed
Jurupa boundaries, including all territory west of Country Village
Road and Van Buren Blvd.

Eastvale landowners representing approximately 80 percent of the
acreage west of Wineville Road petitioned LAFCO to remove that area
from both incorporation proposals. Additionally, approximately 200
residents of the Swan Lake Mobile Home Park, located between Hamner
Avenue and I-15, requested removal from both proposals.

At that time, staff recommended approval of the larger Jurupa
proposal, as the fiscally superior proposal, excluding the majority of
the Eastvale area. Ultimately, the Commission granted the petitioners
requests, removing all land south of Bellgrave Avenue and west of
Wineville Road from both proposals. In 1991, the Commission
conditionally approved both incorporation proposals, excluding the
Eastvale area. The conditions provided that 1f both proposals were
approved by voters within their respective boundaries, Jurupa would
incorporate without the Mira Loma area. Ultimately, voters rejected
both proposals by wide margins in the face of a declining economy.

CHANGES SINCE JANUARY 2010: The incorporation of Eastvale, as
approved by the Commission on January 21, 2010, was approved by voters
at the June 8" election. The new City of Eastvale will be effective
on October 1, 2010. Since that time, Jurupa incorporation proponents
and the County have met to discuss revenue neutrality and related
subjects.

Perhaps the most significant development has been the agreement by the
County to retain responsibility for fire protection services. One
significant source of general fund shortfalls identified in the
December 2009 iteration of the Public Hearing Draft CFA was the large
general fund subsidy required for structural fire protection. The
structural fire property tax revenue to be transferred to the newly
incorporated City was not sufficient to cover the cost of providing
fire protection services at its current level. Structural Fire Tax
covered only about 40 percent of the fire protection costs, leaving
the general fund to cover the remainder. A general fund transfer of
between $7 million and $9.5 million annually would have been required
to meet fire protection costs. This cost savings is partially offset
by a resulting decrease in the property tax transfer from the County.
Nevertheless, this change in the proposal still results 1in a net
positive impact of several million dollars annually.

Another significant recent development 1is the execution of a revenue
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neutrality agreement. The parties have agreed to terms of revenue
neutrality, the specifics of which are discussed later in this report.

Earlier this month, staff adjusted the CFA sales tax projections

downward. The adjustments were made Dbased on unincorpcrated
Countywide trends shown in the County’s Third Quarter Budget Status
Report and data specific to the Jurupa Valley area. The adjustments

are further explained later in this report.

GENERAL INFORMATION:

APPLICANT: The proposal has Dbeen initiated by resolution of
application by the Jurupa Area Recreation and Park District.

LOCATION: Boundary Alternative 2 1s generally east of Interstate 15,
north and west of the City of Riverside, and south of the San
Bernardino County Line.

POPULATION: The estimated population of the proposed City of Jurupa
Valley (Boundary Alternative 2) is 87,818.

REGISTERED VOTERS: As of July 2009, the County Registrar reported
29,942 registered voters within the proposed Jurupa Valley
Incorporation encompassing the larger Boundary Alternative 3. Based
on that count, staff estimates there are approximately 28,470
registered voters within Boundary Alternative 2, making the proposal
legally inhabited.

AREA: The area of the proposed city is approximately 43.5 square
miles under Boundary Alternative 2.

CEQA DETERMINATION: The Commission 1s the 1lead agency for any
incorporation. BonTerra Consulting was retained by LAFCO to conduct
an initial study of the incorporation pursuant to CEQA. The resulting
analysis indicates the proposed incorporation has no significant
environmental impacts. Therefore, it 1s recommended that the
Commission adopt a Negative Declaration for the incorporation. The
Initial Study/Negative Declaration was previously transmitted to
Commissioners for review.

PROPERTY TAX EXCHANGE: The Commission is required to determine the
amount of property taxes transferred to a new city. Incorporation of
a new city does not increase property taxes to affected property
owners. New citles receive a share of existing property taxes from
other agencies in correlation to services that are to be transferred
£o the new city.

When only a portion of the services provided by an agency are being
transferred to a new city, the transfer is determined pursuant to a
formula defined in Government Code Section 56810. This formula 1is
applicable to general fund supported services transferred from the
County to the new city. The transfer is the product of two numbers,
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a)the net cost of services to be transferred and b) the proportion of
County General Fund property taxes relative to all general purpose

revenue, also known as the “Auditor’s Ratio”. The resulting product,
as determined by the Commission, establishes the Base Year property
tax transfer. The net cost of transferred services for Boundary

Alternative 2 is $11,929,161, which is multiplied by the Auditor’s
Ratio of .3822293676, to yield a Base Year general fund property tax
transfer of $4,559,676. These calculations are outlined in the CFA
Appendix, Exhibit 1 (pg. 46).

The Base Year transfer is then adjusted for subsequent changes 1in
assessed value each vyear. In addition to the General Fund transfer,
the city would assume the street lighting functions of CSAs 72 and 73
and would receive all the property tax monies currently accruing to
the CSAs.

EXISTING CONDITIONS: The Jurupa Valley 1is a large, established
community with a variety of urban and rural land uses consisting of
residential, agricultural, commercial, public uses, and industrial
uses. The proposed incorporation area is made up of several diverse
sub-communities consisting of Glen Avon, Rubidoux, Belltown, Mira Loma
Sunnyslope, Jurupa Hills, and Pedley. Rubidoux has an urban setting
of mixed land uses inclusive of single family, multi-family,
commercial, and public land uses. Mira Loma 1s a portion of the more
established area in Jurupa Valley, also rural with limited commercial
uses mostly located on Etiwanda Ave. Jurupa 1is predominantly single
family residences and also includes two golf courses. Pedley and Glen
Avon are semi-rural communities. Sunnyslope is a small single-family
residential area, with some commercial, and the Oak Quarry Golf Club.
Belltown consists of single—-family residential, vacant land,
industrial, manufacturing, and a small scale recreational race track.

A significant portion of commercial retail and industrial development
has occurred along the I-15 corridor as well.

LAND USE PLANS: The County’s General Plan calls for continued
urbanization of the area, including continued development of the

remaining wvacant lands adjacent to I-15. The majority of land uses
currently in Jurupa Valley are low density residential, followed by
pockets of commercial areas, and industrial uses. Among the first

actions required of a new c¢ity council 1is to adopt all County
ordinances, including those establishing zoning. State law allows
newly incorporated cities 30 months to adopt their general plans.
Therefore, incorporation itself has no direct impact on land uses.

SIGNIFICANT ISSUES:

REQUIREMENT FOR FISCAL VIABILITY: The determination of fiscal
feasibility is typically the central issue in the evaluation of an
incorporation proposal. The following sections analyze different
aspects of the fiscal issue.
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Statutory Requirements: State law prohibits the Commission from
approving an incorporation unless it finds that the new city will have
sufficient revenues to provide public services and facilities and a
reasonable reserve during the first three fiscal vyears following
incorporation. Section 56800 requires the Executive Officer to
prepare, or cause to be prepared, a Comprehensive Fiscal Analysis
(CFA) of incorporation. Statutorily, the CFA is part of the executive
officer’s report to the Commission. The CFA and staff analysis are
the bases for the Commission’s determination of feasibility.

Policy and Approach: Commission Policy allows the CFA to be managed in

one of two ways. Incorporation proponents can directly hire and
manage a consultant to prepare the draft CFA. Under this scenario,
proponents are directly responsible for consultant selection, payment,
and the timing of the analysis. Alternatively, LAFCO can retain a

consultant to prepare the CFA with funds deposited by the proponents.
LAFCO manages the consultants work as long as funds are on deposit.
The first model was utilized for the Jurupa Valley CFA.

Several Commission policies guide the development and evaluation of
the CFA. Some of the most significant ones are listed below:

CFA Requirements-In order to minimize the likelihood of forming a
city that cannot sustain itself, the following principles shall
govern the preparation of the CFA:

8 Costs of services should be based upon existing levels of
service.
®  AJ]] revenue estimates/projections shall be conservative.

®  Extreme care shall be taken to ensure that all costs are
accounted for.

8 Costs for functions that are not being directly assumed from
another agency (e.g. the County) should use similarly sized
cities as a basis for estimates. This 1s especially
applicable to administrative functions.

8 Wwhile State law only requires an analysis of the city’s first
three vears, the Riverside LAFCO requires an analysis
projecting out a minimum of eight years. Many State
subventions for new cities are based on a calculated
population of three times the number of registered voters for
the first seven years after incorporation. This formula,
which typically greatly exceeds actual population, provides a
temporary source of enhanced revenue-a “bonus” to help new

cities get started. The purpose of the increased timeframe
is to capture the fiscal status of the city at the point when
state subventions are based upon actual population. This

analysis allows the Commission and the community to gauge the
long-term viability of incorporation.

8 Section 56720 requires that the Commission, in approving an
incorporation, find that the new city will have sufficient
revenue to provide public services and facilities and a
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“reasonable reserve”. Consistent with the Governor’s Office
of Planning and Research (OPR) Guidelines the CFA should
include an appropriation for contingency of at least 10
percent and an additional reserve of 10 percent.

Contingency and Reserves: As noted above, the Commission cannot
approve an incorporation unless it finds that the new city will have
sufficient revenues to provide public services and facilities and a
reasonable reserve during the first three fiscal vyears following
incorporation. Practical implementation of this requirement exists in
both adopted Commission Policy and the OPR Incorporation Guidelines.
Consistent with the OPR Guidelines, Commission policy requires an
annual contingency of 10 percent (OPR recommends 10-20%) as well as a
reserve of 10 percent. The contingency acts as a cushion or hedge
against wvariations between actual costs and revenues and those
projected in the CFA. The CFA conservatively assumes the full amount
of contingency 1s appropriated and expended each year. It is not
carried over from vyear to year in the CFA model. A 10 percent
operating reserve 1is also identified. That 10 percent operating
reserve and any remaining surpluses are assumed to be carried over
from year to year in the CFA unless utilized to fund current year
operations.

OPR Guidelines explain the necessity for both an appropriation for
contingency and a reserve as follows:

"= A new city has no historical track record on the cost or level of
services required to meet the expectations of the newly incorporated
community.

" Unanticipated expenditures could occur due to major disasters,
emergencies, liability claims, and litigation settlements.

s« Tocal finances may be subject to changes based on the State budget.

s Changing economic conditions could result in a decrease in general
fund revenues.

s  pPunds may have to be Dbudgeted for non-road-related capital
improvement projects. As the new city grows in staffing and assumes
services from the county and outside contractors, there will be a
need for new facilities, vehicles and other major equipment.

Preparation of Jurupa Valley CFA: The proponents have retained
Winzler & Kelly to prepare the required fiscal analysis. Preparation
of the CFA 1s an 1iterative process that starts with data being
provided by the current service providers, primarily the County of
Riverside. Revenue data is also collected from the County and other
agencies, such as the State Board of Equalization. As required by
State law, cost and revenue data collected represent actual figures
for fiscal vyear 2007-08, referred to as the base vyear. Various
assumptions are made to project base year costs and revenues
throughout the ten-year study period.

Based on this initial data collection effort, an Administrative Review
Draft is prepared for review by LAFCO staff and the agencies providing
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the data. Changes are made and a Public Review Draft is released for
review by the general public and local government agencies. Based on
comments received, responses are prepared and additional changes may
be made to produce the Public Hearing Draft CFA. The Public Hearing
Draft also includes either calculated or negotiated mitigation
payments to the County, pursuant to the “Revenue Neutrality” statute
(discussed in more detail below).

An Administrative Review Draft CFA for Jurupa Valley was submitted
March 13, 2009. Many comments from County and LAFCO staff were
transmitted to the consultant from April through June. A Public Review
Draft CFA was released on September 23, 20029 and published on the
Commission’s website September 25, Comments from public agencies,
residents and property owners were received through October 26™. The
comments resulted in several revisions to the analysis reflected in
the Public Hearing Draft CFA submitted by the proponents on December

15, 2009, The Public Hearing Draft CFA, comments received on the
Public Review Draft and Responses to Comments were posted on the
Commission’s website. The December 2009 Public Hearing Draft CFA

included estimated revenue neutrality payments based on the calculated
annual impact to the County General Fund.

An Addendum to the CFA dated March 30, 2010 was completed to
incorporate the County’s retention of the Structural Fire Fund and
fire protection services. The Addendum also reflected the approval of
the Eastvale Incorporation that eliminated Boundary Alternative 3 as
an option.

A revised Public Hearing Draft CFA dated June 14, 2010 was prepared to
include negotiated revenue neutrality payments. As noted earlier in
this report and detailed later, staff has made adjustments and
published a revised General Fund Summary Table to reflect recent
downward sales tax trends identified in the County’s Budget Status
Report. The June 14, 2010 draft CFA and adjustments prepared by staff
are attached and currently before the Commission. The June 14" CFA
and recent staff adjustments have been posted on the Commission’s
website.

Revenue Neutrality: The mid 1980’s and early 90’s saw a wave of
incorporations throughout the State. From 1987 through 1992 alone, 25
new cities were formed. In virtually all cases, incorporations were
fiscally successful due to relatively large amounts of sales tax and
to some extent transient occupancy tax generated within those

communities. In most cases, revenues generated were far in excess of
the costs to continue to provide services to the areas. The new
cities’ gains were losses to the host counties. The continued

discretionary revenue losses were seen by many counties as a threat to
the future provision of both municipal and countywide services.

In 1992, the Legislature passed legislation designed to eliminate or
reduce the negative impact of incorporations on counties. Section
56815 generally provided that a commission cannot approve an
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incorporation unless the revenues to be transferred from the county to
the new city are substantially equal to the cost of services to be
transferred. In other words, no more revenue windfalls for new
cities. The “Revenue Neutrality” law became effective January 1, 1983,
and had an immediate and powerful chilling effect on new city
formations. Over the next six vyears, only five incorporations
occurred Statewide.

Section 56815 and the OPR Guidelines provide the methodology for
determination of the impact of incorporation upon the county. Very
simply, it 1is the difference between the cost of services to be
transferred and the revenues to be transferred. This calculation is
made based on “base year” figures. The result represents the annual
loss to the county resulting from incorporation.

Section 56815 provides two instances whereby LAFCO can approve an
incorporation where there is a net impact to the county, as follows:

1. The county agrees to a lesser mitigation (typically achieved
through negotiation with incorporation proponents). This
typically involves payments by the city to the county over some
fixed period of time.

2. LAFCO imposed terms and conditions “adequately” mitigate the
negative fiscal impact to the county.

In either of the two 1instances above, mitigation must be incorporated
into the Commission terms and conditions of approval. These terms and
conditions, 1in turn, become part of the official ballot measure
presented to voters, thereby binding the city to those terms.

A revenue neutrality agreement has been approved by the applicant,
Jurupa Area Recreation and Park District, and the Board of
Supervisors. The estimated annual impact to the County general fund
calculated pursuant to State Law is $4,218,405 million for Boundary
Alternative 2. This calculation is shown in the CFA Appendix, Exhibit
3 (pg. 48). The terms of the agreement are summarized below.

To mitigate the loss to the County, revenue neutrality payments would
begin in Year 2 of the incorporation where a fixed payment in the
amount of $2.25 million applies. Thereafter, City payment to the
County would be based on a percentage of the sum of property and sales
tax accruing to the City in accordance with the following thresholds.
In Years 3-6 or until the aforementioned sum reaches $15.84 million,
the annual revenue neutrality payment would be fixed at $1.9 million.
Once that first threshold 1s achieved, or beginning in Year 7,
whichever occurs first, payment of 16 percent of the sum would apply.
When the sum reaches $16.88 million, the percentage increases to 21
percent, $17.94 million to 22 percent, followed by the maximum of 24
percent at $19.03 million. Payments would continue indefinitely.

REORGANIZATION SERVICES: As currently proposed, the City of Jurupa
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Valley would be responsible for the following services: (Jeneral
legislative and administrative functions, law enforcement, land use
planning, regulation/control over land use development, code
enforcement, and maintenance of public roads and other public
infrastructure owned by the city. The proposal assumes law
enforcement services would be provided by the Riverside County Sheriff
Department under contract with the County of Riverside. As noted
earlier, the proposal has been amended to exclude fire protection as a
City-provided service. The County has agreed to continue to provide

this function.

There are several independent special districts providing municipal
services within the incorporation boundaries. Their services would
remain unchanged. The Jurupa Area Recreation and Park District would
continue to provide park and recreation services within the
incorporation boundaries. Water and wastewater services are currently
divided between the Jurupa and Rubidoux Community Services Districts
(JCSD and RCSD, respectively). JCSD generally serves the western two-
thirds of the incorporation area, as well as all of Eastvale. RCSD
generally serves the eastern one-third of the incorporation area.
Each would continue to provide water and wastewater services within
its respective boundaries. In addition to water and wastewater
services, JCSD provides street lighting services (the CFA Service
Responsibility Matrix on p. 26 mistakenly identifies street sweeping
services), graffiti abatement, and administers several assessment
districts to carry out its purposes. Pursuant to franchise agreements
with the County of Riverside, waste haulers provide street sweeping in
most of the Jurupa Valley area. RCSD would continue to provide fire
protection (under contract with the County), refuse collection, and
street lighting services within its boundaries. Street sweeping
services are not provided within the RCSD service area.

Library services would continue to be provided by the Riverside County
Public Library System. Similarly, fire protection services would
continue to Dbe the responsibility of the County Fire Department
outside the RCSD service area.

RESULTS OF THE CFA:

Summary Conclusion of Report Prior to Adjustments: The June 14, 2010
CFA evaluates the feasibility of Boundary Alternative 2 (Study Areas
4,566) prior to sales tax adjustments made by staff. Please see
attached Summary Tables.

Based upon an effective date of July 1, 2011, the analysis indicates
Jurupa Valley would experience a general fund surplus of approximately
$9.46 million in the transition year (FY 2011-12). A transition year
surplus is typical for wvirtually all incorporations. From the
effective date of incorporation through the end of that first fiscal
year, the County is required to continue providing municipal services
without payment. During this period the new city receives many
significant revenues. However, this provides the new city with a
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decidedly positive cash flow by fiscal year end to comfortably manage
start-up costs such as leasing office space, Dbeginning staff
recrultment, including consultants, and hiring initial management
staff to prepare required filings and other administrative
necessities. (It should be noted that the City 1s required to
reimburse the County for those transition year services over the
subsequent five year period.)

At the time the proposed City assumes all services, beginning in the
first full vyear of incorporation through Year 4, the general fund
shows small declining surpluses of approximately one-quarter of one

percent. In Years 5 and 6 the CFA shows a general fund operating
shortfall of approximately 2.1 percent at $634,577 and $590,183,
respectively.

Reserves are consistently well above the minimum of ten percent of
expenditures as required by Commission policy. By Year 10, reserves
have accumulated to an estimated $8.7 million.

The road fund for most newly incorporated cities show substantial

surpluses. The current CFA shows operating shortfalls for Jurupa
Valley in four of the first five full years (that 1is, excluding the
Transition Year). Beginning in Year 7, surpluses are shown at an
increasing level. The reserves accumulated in the Transition Year are

well 1n excess of the aggregate shortfalls in Years 3 through 6, yet
four consecutive years of shortfalls is troubling.

The conclusion of the Public Hearing Draft CFA before adjustments 1is
that incorporation of Jurupa Valley is fiscally viable. This was
achieved in large part by the County of Riverside retaining the fire
protection function.

Adjustments made to the CFA: Adjustments have been made to the CFA as
shown 1n the attached table. Prior to adjustments being made, the
Public Hearing Draft CFA shows sales tax decreasing from the base year
(FY 2007-08), bottoming out in FY 2009-10 and returning to FY 2007-08
levels in FY 2011-12. These assumptions were deemed reasonable and
acceptable when they were made over a year ago. However, the decrease
in unincorporated sales tax projected in the County of Riverside’s
recent Third Quarter Budget Status Report (BSR) is much more dramatic
than currently assumed in the CFA.

The BSR shows sales tax not hitting bottom until FY 2010-11, a 34
percent decline from 2007-08 levels (adjusted for incorporation of
Wildomar and Menifee). Only a very gradual projected increase 1is
projected from that point forward through 2012-13. Between FY 2007-08
and 2012-13 (Jurupa Valley’s base year and first full vyear,
respectively), BSR data indicates an unincorpcrated countywide sales

tax drop of approximately 25.7 percent. Figures from the Jurupa
Valley area show sales tax declines have been less dramatic than the
unincorporated areas as a whole. From 2007-08 to 2009-10 the BSR

projects an adjusted unincorporated county decline of approximately 27
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percent, however, the Jurupa area has experienced an estimated
decrease of only 10.5 percent during this period. This differential
is likely explained by new retail outlets opening during this
timeframe..

The locally derived 10.5 percent decrease was applied to the base year
sales tax figure and held constant to arrive at an adjusted FY 2012-13
CFA number. Increases beyond FY 2012-13 are consistent with the
percentage increases currently assumed in the CFA.

Revenue neutrality payments were also adjusted to correspond with the
decrease 1in projected sales tax revenue and some recent technical
changes to the Revenue Neutrality Agreement. Adjustments are all
shown on the attached Adjusted General Fund Summary Table.

The adjusted General Fund Summary Table shows deficits beginning in

Year 2 at $1,002,03% and escalating through Year 5. Year 9 1is the
only full year within the study period projected to have a surplus,
albeit a small one. At this time staff cannot conclude that the

incorporation of Jurupa Valley is feasible.

BOUNDARIES : As originally proposed, the Jurupa Valley boundaries
would be contiguous with the boundaries of the City of Riverside. 1In
some areas, the proposed common boundary would have been on the south
side of the Santa Ana River. The City of Riverside has submitted a
letter requesting the Commission revise the Jurupa Valley’s proposed
incorporation boundaries to exclude parcels accessible only from the
south side of the River.

The existing City of Riverside’s boundaries meander in and out of the
River bottom, at one point even crossing over to the north bank of the
River. Although some portions of the River are not included within
the City, the City maintains several trail segments along and near the
south bank and operates facilities in the Santa Ana Riverbed. These
facilities are only accessible from the City of Riverside.
Conversely, the City notes that a small parcel of approximately two
acres on the north side of the River should be detached from the City
of Riverside at a future date due to lack of access. Staff supports
the City’s request for modified boundaries. The proponents do not
object to the modification and have amended the legal description to
conform to the City of Riverside boundary request.

TAXES AND ASSESSMENTS: No additional general taxes, special taxes or
assessments are proposed in conjunction " with the incorporation.
Continuation of taxes, assessments and charges, including those
associated with any landscape and lighting maintenance districts or
other assessment districts transferred from the County or CSAs should be
a condition of any approval of this proposal. Any assessment districts
under the control of any of the independent special districts within the
incorporated boundaries would remain unchanged and under the control of
those agencies.

COUNTY SERVICE AREA 152: CSA 152 has been used in the past by the County
to fund programs to comply with the ©National Pollutant Discharge
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Elimination System (NPDES) under the Federal Clean Water Act, such as
street sweeping. Many cities in the County have annexed to this CSA and
continue to levy assessments for that same purpose. No changes are
proposed for CSA 152. If Jurupa incorporates, this CSA would remain in
place as an option for the new city to fund NPDES compliance activities.

DISSOLUTION OF COUNTY SERVICE AREAS 72 & 73: Small portions of the
proposed incorporation are currently within the boundaries of CSAs 72
and 73, which are authorized to provide street lighting services. Upon
incorporation, the City will be authorized to provide street lighting
services within its boundaries and the CSA’s services will be assumed by
the City, as well as associated revenues. The portion of the one
percent property tax levy currently received by the CSAs will be
transferred to the newly incorporated City.

DETACHMENT FROM COUNTY WASTE RESOURCES MANAGEMENT DISTRICT (RCWRMD) :
On March 24, 1994, the Commission approved the formation of the RCWRMD
as a separate financial and legal entity to operate and finance solid
waste facilities in Riverside County. The District became effective
on May 2, 1994, As part of the Commission's action, it determined
that future annexations to cities (incorporations are implied) should
detach from the RCWRMD unless those cities have annexed to the
District. This is based on an understanding between the County and
the COGs that annexation of cities to RCWRMD will be accomplished in
an organized fashion to ensure appropriate representation on the
governing board of the District. Therefore, staff will recommend
concurrent detachment from the RCWRMD if incorporation is approved.

COMMENTS FROM AFFECTED AGENCIES/INTERESTED PARTIES: Few comments have
been received pertaining to the fiscal analysis and the proposal in

general. Those comments received during the public review period for
the CFA have been previously transmitted to the Commission with the
related responses. The City of Riverside, as noted above, has

submitted comments regarding the proposed Jurupa Valley southern
boundary. The City has also requested the Commission place a condition
on the incorporation requiring that the County expend no funds to
provide municipal services within the area after incorporation. This
is not an appropriate LAFCO condition. Comments regarding the
incorporation boundaries were submitted by David & Kimberly Robinson,
Mira Loma residents stating that Jurupa Valley should extend to Hamner
Avenue to correspond with zip codes and school district boundaries.
This comment is no longer applicable, due to the incorporation of
Eastvale.

Since the January hearing, Laura Roughton, a resident in Jurupa Valley
has expressed concerns OVer the revenue neutrality agreement
negotiated with the County of Riverside. Ms. Roughton’s letter is
attached. The Jurupa Community Services District has sent a letter
clarifying its service responsibilities.

PROCEEDINGS FOLLOWING COMMISSTON ACTION: Actions and procedures for
annexations and other boundary changes are governed by the Cortese-
Knox~Hertzberg Local Government Reorganization Act of 2000 (CKH).
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Section 56000 states that the Act “provides the sole and exclusive
authority and procedure for the initiation, conduct, and completion of
changes of organization and reorganization for cities and districts.”

Section 57000 et seg. sets forth the procedure following approval of a
proposal by the Commission. If disapproved by the Commission, no
further proceeding shall take place. If approved, an election would
be called by the Board of Supervisors. The last day for the Board to
call an election for the proposed effective date would be October 26,
2010 for a March 11, 2011 election date. The ballot would include the
question of incorporation, inclusive of any terms and conditions
established by the Commission, and the election of the first city
council members. The ballot will also ask voters to decide whether
future council elections will be conducted by district or at large.
This statutory process cannot be altered by action of the Commission
or any other entity.

EFFECTIVE DATE: CKH requires the Commission to establish a specific
effective date for a new city with certain limitations. The effective
date must be included in the terms and conditions of any approval of
the proposal. The effective date assumed in the CFA, July 1, 2011, is
recommended 1f the Commission decides to approve the incorporation.

FINDINGS, DETERMINATIONS, TERMS AND CONDITIONS: In recognition of the
grave and almost irreversible nature of incorporations, the Legislature
has placed a higher standard of Commission review for their approval

compared to other types of proposals. For example, and as noted
earlier, the Commission must make a specific finding regarding fiscal
viability. Furthermore, pursuant to Section 56803, if the Commission

approves the incorporation it must accept or reject each of the findings
and recommendations made 1in the Executive Officer’s report and the
Comprehensive Fiscal Analysis. ITf the Commission rejects a finding or
recommendation, this Section requires findings to be made by the
Commission that present the basis for any rejection.

If the Commission approves this proposal, in addition to legally
required findings noted above, there are numerous determinations, terms
and conditions that must be incorporated into the Commission action.
These are critical elements of the Commission’s action that determine
how the matter is set for election, the form of government of the new
city, the transfer of taxes and assessments, mitigation payments to the
County, the disposition of facilities and the first actions of the newly
elected council. The Commission resolution ordering incorporation and
the approved terms and conditions are referenced in the ballot question.

CONCLUSIONS:

The consideration of the Jurupa Valley incorporation comes at an
inopportune time. The timing of the economic downturn and a slow and
delayed recovery 1s not favorable to the proposed incorporation. The
projected sales tax revenue is significantly less than what had formerly
been assumed in the CFA, making the proposal infeasible. Staff cannot
recommend approval at this time.
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As an alternative to disapproval, the Commission can continue the
proposal to a time certain in 2011 or off-calendar until the economic
outlook improves. Should the Commission continue the proposal, a new
fiscal analysis must be submitted to reflect the most current cost and
revenue data.

SPECIFIC RECOMMENDATIONS:

Based on the factors outlined above, IT IS RECOMMENDED that the
Commission:

1. Disapprove the Incorporation of Jurupa Valley or, alternatively,
hold the matter in abeyance to allow for a better economic
outlook.

Respectfully s
j \ s

g

, iSpiliotis Adriana Romo
JOfficer Local Government Analyst II
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ADJUSTED GENERAL FUND SUMMARY TABLE

Adjustments to the Revised Jurupa Valley Public
Hearing Draft CFA (Jun. 14, 2010)

Sales tax forecasts have been adjusted by staff to reflect current and projected economic trends.

Revenue neutrality payments have also been adjusted to reflect recent changes in the negotiated revenue neutrality

agreement and revised sales tax figures.

Projection Year

Transition Year 2 3 4 5 6 7 8 9 10
FY 11/12 FY 12/13 FY 13/14 FY 14/15 FY 15/16 FY 16/17 Fy 17/18 FY 18/19 FY 19/20 FY 20/21
CFA Total Revenues 12,695,764 27,113,761 27,292,683 27,644,639 27,826,231 27,984,940 28,657,337 30,055,221 31,355,835 32,675,162
CFA Total Expenditures 3,237,721 27,043,583 27,229,158 27,592,319 28,460,808 28,575,123 28,623,327 29,983,133 31,337,168 32,522,741
GF Operating Surplus (Deficit) 9,458,043 70,178 63,525 52,320 (634,577) (590,183) 34,010 72,088 18,667 152,421
Revenue Adjustments (378,256) (1,072,217) (1,087,402} (1,102,682} (1,117,770) {1,132,955) (1,148,139) (1,209,976) (1,271,955) {(1,333,863)
Expenditure Adjustments 0 0 0 0 0 0 (200,822) (934,447) (1,303,542) (989,964)
Net General Fund Adjustment (378,256) (1,072,217) (1,087,402) (1,102,682) (1,117,770) (1,132,955) (947,317) (275,529) 31,587 (343,899)
Adjusted Total Revenues 12,317,508 26,041,544 26,205,281 26,541,957 26,708,461 26,851,985 27,509,198 28,845,245 30,083,880 31,341,299
Adjusted Total Expenditures 3,237,721 27,043,583 27,229,158 27,592,319 28,460,808 28,575,123 28,422,505 29,048,686 30,033,626 31,532,777
Adjusted GF Surplus (Deficit) 9,079,787 (1,002,039) (1,023,877) (1,050,362) (1,752,347) (1,723,138) (913,307) (203,441) 50,254 (191,478)
Adjusted % Annual Surplus (Deficit) -3.7% -3.8% -3.8% -6.2% -6.0% -3.2% -0.7% 0.2% -0.6%
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Jurupa Valley Incorporation Analysis
General Fund Revenues and Expenditures

Boundary Alternative Two (SA 4,5,6) (I-15 Boundary)

County Retains Fire Services and Structural Fire Tax

Projection Year

=

~

Transition Year 2 3 4 5
FY 11712 FY 12113 FY 13/14 FY 14/15 FY 15/16
General Fund Revenues
General Property Tax 0 4,594,332 4,873,113 5,193,140 5,515,503
Sales and Use Tax 3,353,077 6,753,804 6,849,449 6,945,094 7,040,740
Property in Lieu of Sales Tax 0 2,251,268 2,283,150 2,315,031 2,346,913
Property Transfer Tax 193,799 204,904 252,241 285,152 288,426
Motor Vehicle In-Licu Fees (AB 1602) 7,121,594 6,816,891 6,493,259 6,182,394 5,847,347
Off Highway Vchicle License Fee 0 0 0 0 0
Transient Occupancy Tax 261,377 261,377 261,377 383,579 383,579
Engineering Fees 0 1,155,974 1,155,974 1,155,974 1,135,974
Franchise Fees 1,037,148 2,088,571 2,134,166 2,177,491 2,224,419
Community Development Fees (Planning/B& S/Code Enf/Env) 0 1,893,300 1,893,300 1,893,300 1,893,300
Business Registration Fees 0 24,178 24,586 25,124 25,662
Animal License/Shelter Fees 0 51,751 52,624 53,775 54,926
Fines & Forfeltures 372,436 378,827 383,218 393,644 402,070
Miscellaneous Revenues 226,343 230,430 234318 239,443 244,568
Transter from Road Fund (Public Works Admin) 13,024 161,704 161,704 161,704 161,704
Subtetal 12.578.998 26.877.310 27.054.477 27,404,843 27,585,128
Interest Earnings 116,766 236,451 238,206 239,794 241,102
Total Revenues 12,695,764 27,113,761 27.292.683 27.644.639 27.826.231
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Jurupa Valley Incorporation Analysis
General Fund Revenues and Expenditures

Boundary Alternative Two (SA 4, 5,6} (I-15 Boundary)

County Retains Fire Services and Structural Fire Tax

Projection Year

6 7 R 9 10
FY 16/17 FY 17/18 FY 18/19 FY 1928 FY 20421
General Fund Revenues

General Property Tax 5,849,521 6,195,565 6,718,780 7,261,384 7,822,920
Sales and Use Tax 7,136,385 7,232,030 7,621,982 8,011,934 8,401,887
Property in Lieu of Sales Tax 2,378,795 2,410,677 2,540,661 2,670,645 2,800,629
Property Transfer Tax 298,855 309,622 447,037 464,326 481,355
Motor Vehicle In-Lieu Fees (AB 1602) 5,487,777 5,628,422 5,779,089 5,931,121 6,084,529
Off Highway Vehicle License Fee 0 0 ¢ 0 0
Transient Occupancy Tax 383,579 383,579 383,579 383,579 383,379
Engineering Fees 1,155,974 1,133,974 1,155,974 1,155,974 I 155,974
Franchise Fees 2,271,347 2,318,276 2,367,666 2,418,204 468,743
Community Development Fees (Planning/B&S/Code Entf/Env) 1,893,300 1,893,300 1,893,300 1,893,300 1,893,300
Business Registration Fees 26,199 26,737 27316 27,893 28.475
Antimal License/Shelter Fees 36,077 57,228 58,467 59,707 60,947
Fines & Forfeitures 410,496 418,922 427,996 437,070 446,144
Miscellaneous Revenues 249,693 254819 260,338 265,858 271,37
Transfer from Road Fund (Public Works Admin) 161,704 161,704 161,704 161,704 161,704

Subtotai
Interes: Earnings

Totaf Revenues

27,759,763 28,446,834 23,843,888 31,142,760 32.461.560

225,237 210,483 211,333 213,135 213,602

27.984.946 28.657337 36,055,221 31,353,833 32.675.162
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Jurupa Valley Incorporation Analysis
General Fund Revenues and Expenditures

Boundary Alternative Two (SA 4,5,6) (I-15 Boundary)

Countv Retains Fire Services and Structural Fire Tax

Projection Year

5

~

A

Transition Year 2 3 4 >
FY 11/12 FY 12/13 FY 13/14 FY 14715 EY 15/1¢6
General Fund Expenditures
City Council 93,500 102,584 103,275 103,973 104,677
City Manager 250,951 535,571 540,801 546,084 551,420
City Clerk 277,696 315,718 425,309 298,760 436,016
City Anomey 362,000 363,600 369,236 372,908 376,617
Finance/Administrative Services 326,203 549,655 555,017 560,432 565.901
Non-Departmental 929,325 369,325 369,525 369,727 557,431
Community Development 281,713 3,617,387 3,600,861 3,584,670 3,568,816
Engineering/Public Works 419,593 1,927,676 1,946,828 1,966,171 1,985,708
Animal Services 0 1,424,615 1,456,749 1,495,917 1,335,747
Law Enforcement (Sheriff) 0 12,108,923 12,436,341 12,835,445 15,241,289
Subtotal 2.943.383 21.317.055 21.803.941 22.134.087 22.923.623
Contingency 294,338 2,131,705 2,180,394 2,213,409 2,292.362
Transfer 1o Swuctural Fire Fund 0 0 0 0 0
County Repayment 0 1,344,823 1,344,823 1,344,823 1,344,823
Revenue Neutrality 0 2,250,000 1,900,000 1,900,000 1,900,000
Total Expenditures 3237721 27.043.583 27.229.158 27582319 28.460.808
General Fund Operating Surplus/(Deficit) 9,458,042 76,178 63,325 52,328 {634,577}
Annual Operating Surplus/(Deficit) as % of Operating Expenditures 0.3% 0.2% 0.2% -2.2%
General Fund Operatine Reserve 9.458.042 9.528.220 9,591,746 9.644.063 9,009,488
Required Operating Reserve (10% of Expenses) 323,772 2,704,358 2,722,916 2,759,232 2,846,081
Excess Reserve 9.134.270 6,823,862 6.868.830 6.884,833 6,163,407
Overall Operating Reserve as % of Operating Expenditures 35% 35% 35% 32%




Jurupa Valley Incorporation Analysis
General Fund Revenues and Expenditures

Boundary Alternative Two (84 4,5,6) (1-15 Boundary)
County Retains Fire Services and Structural Fire Tax
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Projection Year

6 7 8 9 10
FY 16/17 FY 17/18 FY 18/19 FY 19/20 FY 20/21
General Fund Expenditures
City Council 105,389 106,108 106,834 107,567 108,308
City Manager 556,809 562,253 367,750 573,303 578,911
City Clerk 304,463 447,531 310,282 459383 316,217
City Attorney 380,364 384,147 387,969 391,828 395,727
Finance/Administrative Services 571,425 377,005 582,640 588,009 393,433
Non-Departniental 370,137 370,345 370,555 398,893 370,982
Commuunity Development 3,503,304 3,338,138 3,573,319 3,608,852 3,644,741
Engineering/Public Works 2,005,440 2,025,369 2,045,498 2,065.828 2,086,361
Antmal Services 1,576,248 1,617,428 1,661,457 1,706,228 1,751,752
Law Enforcement (Sheriff) 13,653,966 14,073,572 14,322,197 14,978,387 15,442,248
Subrotal 23.027.545 23.701.895 24.128.500 24.878.278 25.288.679
Contingency 2,302,755 2,370,189 2,412,850 2,487,828 2,528,868
Transfer to Stwructural Fire Fund 0 0 0 0 0
County Repayment 1,344,823 0 g 0 0
Revenue Neutrality 1,900,000 2,551,243 3,441,783 3,971,063 4,705,194
Total Expenditures 28.575.123 28623327 25.983.133 31.337.168 32.522.741
General Fund Operating Surplus/{Deficit) (590,183) 34,009 72,089 18,667 132,421
Annual Operating Surplus/{Deficit) as % of Operating Expenditures -2.1% 0.1% 0.2% 0.1% 0.5
General Fund Operating Reserve 8,419,303 8.453.314 8.525.403 8.544.070 8.696.492
Required Operating Reserve (10% of Expenses) 2,857,512 2,862,333 2.998313 3,133,717 3,252,274
Excess Reserve 3,561,793 5,590,981 3,527.09¢ 5,410,353 3,444217
Overall Operating Reserve as % of Operating Expenditures 29% 30% 28% 27% 27%
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Jurupa Valley Incorporation Analysis
Road Fund Revenues and Expenditures

Boundary Alternative Two (SA 4, 5,6) (I-15 Boundary)
County Retains Fire Services and Structural Fire Tax

Projection Year

Transition Year 2 3 4 3
FY 1¥/12 FY 12/13 FY 13/14 FY 14/15 FY 13716
ROAD FUND
Read Fund Revenues
Section 2105 740,794 703,272 664,056 626,382 586,474
Section 2106 462,147 438.739 414,273 330,771 365,874
Section 2107 1,005,849 954,902 901,654 850,501 796,313
Section 2107.3 7,500 7,500 7.500 7.500 7,560
Measure A Local Streets & Roads 1,193,819 1,202,301 1,219,328 1,236,353 1,253,381
Proposition 42 (TCRF) 781,119 794,523 807,927 825,599 843.270
Subtoal 4,191.227 4,101.237 4.614,738 3.937.507 3.852.813
Interest Eamings 52,228 105,761 107,609 106,086 101,311
Total Revenues 4.243.454 4,206,998 4.122.347 4.043.193 3.954.124
Road Fund Expenditures
Road/Traffic Signal Malntenance/ Traffic Engineering 0 3,037,132 3,082,841 3,129,258 3,176,333
Subtotal 1} 3,037,132 3.082.841 3.129.238 3.176.333
Contingency 0 303,713 308,284 312,924 317,633
Transfer 1o CSA 73 0 7.883 7,804 7,722 7,638
Transter 10 General Fund (Public Works Admin) 13,024 161,704 161,704 161,704 161,704
County Repavment 0 622,627 622,627 622,627 622,627
Total Expenditures 13.024 4,133,059 4.183.259 4,234.214 4.285.934
Road Fund Operating Surplus/(Deficit) 4,230,436 73,939 {60,912} {191,021 (331,810)
Annual Operating SurplusA(Deficit) as % of Operating Expenditures 2% -1% -5% -8%
Road Fuad Operating Reserve 4.236.430 4.304.369 $.243.457 4.052.436 3720626
Required Operating Reserve (10% of Expenses) 1,302 413,306 418,326 423,421 428,593
Excess Reserve 4,229,128 3,891,063 3,825,131 3,629,015 3,292,032
Overall Operating Reserve as % of Operating Expenditures 104% 101% $6% 87%
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Jurupa Valley Incorporation Analysis
Reoad Fund Revenues and Expenditures

Boundary Alternative Two (SA 4,5,6) (I-15 Boundary)
County Retains Fire Services and Structural Fire Tax

Projection Year

6 7 3 9 10
FY 16/17 FY 17/18 FY 18/19 FY 19/20 FY 20721
ROAD FUND
Road Fund Revenues
Section 21035 544,331 555,504 567,537 579,369 591,602
Section 2106 339,583 346,553 354,060 361,566 369,073
Section 2107 739,092 754,263 770,600 786,938 803276
Section 2107.5 7,500 10,000 10,000 10,000 16,000
Measure A Local Streets & Roads 1,270,408 1,287,435 1,356,853 1,426,272 1,495,690
Proposition 42 (TCRF) 860,942 878,614 857,645 916,67 935,708
Subtotal 3.761.856 3.832.369 3.956.696 4081022 4305348
Interest Eamings 93,016 81,718 86,220 92,582 100,827
Total Revenues 3.854.872 3.514.087 4.042.916 4.173.604 4.306.176
Road Furd Expenditures
Road/Traffic Signal Mainienance/Traffic Engincering 3,224,137 3,272,660 3,321,913 3,371,908 3,422,635
Subtotal 3.224.137 3.272.660 3,321,913 3.371.908 3.422 635
Contingency 322,414 327,266 332,191 © 337,191 342,266
Transfer to CSA 73 7,551 7.462 7,370 7.276 7178
Transfer to General Fund (Public Works Admin) 161,704 161,704 161,704 161,704 161,704
County Repavment 622,627 0 0 g 0
Total Expenditures 4.338.432 3.769.092 3,823.179 3.878.078 3.933.803
Road Fund Operating Surplus/(Deficit) (483,360) 144,995 219,737 293,526 372,374
Annual Operating Surphus/(Deficit) as % of Operating Expenditures -11% 4% 6% 8% 9%
Road Fund Qperating Reserve 3.237.066 3.382.061 3,601,798 3.897.324 4.265.697
Required Operating Reserve (10% of Expenses) 433,843 376,909 362,318 387.808 393,380
Excess Reserve 2,803,223 3,005,132 3,219,480 3,509,516 3.876,317

Overall Operating Reserve as % of Operating Expenditures

5% 6% 94% 160% 109%
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